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DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS FOR 1958 


DEPARTMENT OF COMMERCE 
Monpay, Marcu 11, 1957. 
STATEMENT OF THE SECRETARY 
WITNESSES 


HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 

WALTER WILLIAMS, UNDER SECRETARY 

LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

H. C. McCLELLAN, ASSISTANT SECRETARY FOR INTERNATIONAL 
AFFAIRS 

FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The committee will come to order. 
This morning marks the first meeting of the committee on the De- 
partment of Commerce and related agencies. A quorum is present. 


Summary or Appropriations, 1957, anp Estimates, 1958 
At the outset we will insert in the record pages 4 and 5 of the com- 


mittee print, which contains a chart pertaining to this request. 
(The pages referred to follow :) 
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Appropria- | Budget esti- compared 
tions, 1957 mates, 1958 | with appro- 
priations, 
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Budget esti- 
mates, 1958 
Item Appropria- | Budget esti- | compared 
tions, 1957 | mates, 1958 | with appro- 
priations, 
1957 
| 
BUREAU OF PUBLIC ROADS 
Federal-aid highways (trust fund)............-......-..-.---- (800, 000, 000) | (1,690,000,000) | (+-890,000,000) 
I eee eed 23, 000, 000 28, 000,000 | +5, 000, 000 
Public lands highways (liquidation of contract authorization) - 1, 000, 000 2,000,000 | -+1, 000,000 
Ri AIORRD FEO ia. 630529). on nice noe ound sogededonsnd eocesh eee siee 12, 000, 000 | +12, 000,000 
Reimbursement to highway fund, District of Columbia_....-- SP ih cn ie citi reians —200, 000 
Woodrow Wilson Memorial Bridge (Jones Point Bridge) ----- TE ha ene son eae —14, 325, 000 
Total, Bureau of Public Roads......................-... 38, 525, 000 42, 000, 000 +3, 475, 000 
NATIONAL BUREAU OF STANDARDS } 
Memmi nT At5 hg est cette. a detin Lube ldsowideses 8,750,000 | 11,500,000 | +2, 750,000 
Plant Nene cunipment a i a ae 450, 000 800, 000 +350, 000 
ss ocsecnenncn ates compen caiman 930, 000 2,000,000 | +1,070, 000 
Total, National Bureau of Standards. -............-..--. 10, 130, 000 14, 300, 000 +4, 170, 000 
WEATHER BUREAU 
I IIE idan cdecncmccccucceseonssadunabewbe 35, 400, 000 39, 300,000 | +3, 900,000 
Establishment of meteorological facilities.................-.... 2, 500, 000 1, 200,000 | —1, 300,000 
Total, Weather Bureau.................---------------- 37, 900,000 | 40, 500,000 | +2, 600, 000 
SR ATE cick shtitennbeetadacinastsinibounililinindioa 632, 650,136 | 803, 790,000. +17, 139, 864 


Mr. Preston. We are delighted to have with us this morning the 
Secretary of Commerce, the Honorable Sinclair Weeks, from whom 
we shall hear at this time a general statement. 


GENERAL STATEMENT 


Secretary Werks. Mr. Chairman and gentleman of the committee, 
I have here a statement that I will not read, but I would like to make 
some comments about several bureau requests, and I would like to 
insert the prepared statement in the record, if I may. 

Mr. Preston. Very well, sir. 

(The statement referred to follows:) 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity to 
appear before you in support of the estimates of appropriations for 1958 for 
the Department of Commerce. 

The request for 1958 is approximately $804 million for programs under current 
legislation. Let me assure you that this budget represents no change in budget- 
ary objectives that I have always stated before this committee: (1) Reducing 
the cost of government wherever feasible and in the public good, and (2) to set 
a program. that contributes both to national security and economic welfare of 
the Nation. We have taken advantage of savings and have deferred programs 
which could be deferred without impairment of the national defense or the 
welfare of our country. We feel the estimates represent a balanced program, 
the minimum necessary to accomplish our assigned responsibilities. This pro- 
gram includes operation and construction phases of aviation, ship construction 
and operating subsidies of the Maritime Administration, basic research of the 
National Bureau of Standards, and liquidating appropriations for the Bureau 
of Public Roads. In addition, provision is made in our scientific and services to 
business activities to recognize the unprecedented growth of our national 
economy by providing services and information to the business community to 
insure sound economic growth in the future. 
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ANALYSIS OF THE ESTIMATE 


The estimates include $185 million, or 23 percent, for liquidation of contract 
authorization and subsidy payments to ship operators, provided for by substan- 
tive legislation ; $291 million or 36 percent of the estimate, provides for construc- 
tion programs and preparatory work on major censuses. The construction 
request contemplates acceleration of the Federal airways plan to procure addi- 
tional air-navigation aids as quickly as possible and the continuation of our 
ship-replacement program begun 2 years ago. 


OPERATING PROGRAMS 


Approximately $328 million, or 41 percent of the request, represents operating 
programs of the Department. The estimates provide $200 million for the con- 
tinued expansion of Civil Aeronautics Administration activities and services 
to cope with the present demands by civil and military aviation as well as pre- 
pare for the inception of civil jet operations. The balance of the funds requested 
for operating programs will permit the continuation of services to the business 
community, the further strengthening of the basic programs of the Coast and 
Geodetic Survey, National Bureau of Standards, and the Weather Bureau, and 
the continued implementation of the plan to reduce the backlog of the Patent 
Office. 


CHANGE IN HIGHWAY FINANCING 


As you know, the Highway Act of 1956 provides for financing the Federal- 
aid highway program through certain taxes which are transferred to the high- 
way trust fund in the Treasury. Payments to the States are made through 
appropriations from the trust fund. The budget totals for the Department for 
fiscal years 1957 and 1958 are exclusive of the Federal-aid highway program 
since they relate only to general funds. 


AMENDMENT TO BUDGET 


ox 


In addition, the President’s budget includes an item of $25,500,000 as a pro- 
posed supplemental in fiscal year 1957 for the purchase of VORTAC short- 
range, air-navigation equipments. The President has now determined that the 
supplemental will not be requested and that the cost of this equipment will be 
provided in fiscal 1958 through a reduction in our request for “Ship construction, 
Maritime Administration.” 


COST OF RETIREMENT 


I should like to note at this point that $13,597,305 of the request is required 
for the Department’s contribution to the Federal employees’ retirement fund. In 
addition, $838,976 is included for payment of 1 additional day of compensation 
in fiscal year 1958. 

I will now summarize the requests for the several bureaus and offices of the 
Department after which my assistants and the Bureau heads will provide details 
concerning each item of appropriation. 


GENERAL ADMINISTRATION 


The appropriation for general administration in fiscal 1957 was $2,450,000. 
However, the amount has now been adjusted upward to reflect a transfer of 
$158,400. This transfer covered legal staffs of other bureaus of the Department 
who were placed under the direct supervision and control of the General Counsel. 
The transfer of functions and appropriation adjustment were made under the 
authority granted me by Reorganization Plan No. 5 of 1950. 

Funds are also requested for direct financing of certain costs previously sup- 
ported by contributions from other agencies which relate to the international 
exchange of information program. 

The largest single item of increase for this account relates to the contributions 
to the civil service retirement fund. 
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AVIATION WAR RISK INSURANCE 


T am again requesting language to authorize disbursements from our aviation 
war risk insurance revolving fund. The authorization for this activity and 
the revolving fund is found in title XIII of. the Civil Aeronautics Act of 1938, 
as amended. This request is submitted in order that we may establish a binder 
program which would become war-risk insurance automatically upon outbreak 
of war. The program cannot be fully implemented until a budget program has 
been approved by the Congress in accordance with section 1307 of the enabling 
legislation. It should be noted that this request does not involve the appropria- 
tion of funds, since all expenses are to be paid from revenues derived from binder 
fees. 

BUREAU OF THE CENSUS 


One of the most recent facts coming out of the Bureau of the Census is that our 
population has passed the 170 million mark and, by 1960, just 3 short years 
away, is expected to be at the 180 million mark. This tremendous growth in 
population reflects itself in every aspect of our economy. It reflects itself in a 
greater and growing demand by the public, and in a greater and growing need 
by government for more factual information on what is happening. Although 
our budgetary objective is not aimed at increasing our dollar expenditures pro- 
portionately, keeping pace with the tremendous growth of this country will 
inevitably result in some additional expenditures if we are to satisfy the mini- 
mum needs of government, business, and the public for statistics which can only 
be collected and compiled by the Federal Government. 

Included in the additional amount proposed in fiscal year 1958 is an item to 
begin preparation for the official count of the expected 180 million population 
and the related censuses of housing and agriculture. Also included is a request 
to prepare for the 1958 censuses of business, transportation, manufactures, and 
mineral industries. These major censuses have become established as a neces- 
sary means of enabling this country to measure its growth, its change, and its 
strength. The facts produced are essential for anyone who wants to deal with 
our economy and economic and social problems. 

In addition to the major censuses, the estimates propose moderate improve- 
ments and additions to the established program of current statistics. Pro- 
vision is made for correcting deficiencies in the foreign-trade-statistics program ; 
collection of information or manufactures, sales, orders, and inventories; and 
initiation of work for the Office of Defense Mobilization in connection with the 
governmentwide bomb-damage-assessment program. 


CIVIL AERONAUTICS ADMINISTRATION 


The estimates for the Civil Aeronautics Administration reflect continued 
efforts to meet the very rapid growth in all phases of aviation, both civil and 
military. The first steps in this program were provided for in the 1957 appro- 
priations. The most significant developments are in the Federal airways activity, 
where the implementation of the Federal airway plan results in very substantial 
budget increases. This plan was presented to you a year ago, based on a 5-year 
schedule. As a result of the 1957 supplemental appropriation, we are now 
working on a 3-year basis. In addition, the VORTAC program has been added 
at a cost of $132 million for the 3 years. 

This, plus the addition of high-altitude control and other changes which will 
be presented to you, have increased the cost of the original plan from $246 
million to $452 million for this 3-year period. The logical development of further 
plans for an additional 3 years will cost another $358 million—or approximately 
$810 million in establishment funds for a 6-year period. 

This represents a much higher level of activity than we presented to you just 
a year ago, but it is my firm belief that this intensive program is the only way 
to create a safe environment for the very rapid developments in the air-transpor- 
tation industry. At every turn, we are presented with evidence of the need for 
rapid action on the part of the Department of Commerce for expansion and im- 
provement in the airways system. No small consideration is the necessity to ac- 
commodate the military demands on this system, thereby maintaining the com- 
mon-system concept. We must do this because, as expensive as the airways are 
becoming, it is much less so than would be the maintenance of separate civil 
and military systems. Additional funds are requested for the development of new 
equipment and techniques for air navigation and traffic control, since success 
in this development must precede continued progress in this field, 
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In addition to the expansions necessary in the airways system, the growth of 
aviation requires additional personnel and facilities in other activities. New 
aircraft and expancd flight activity require more engineers, test pilots, and 
inspectors in flight operations and airworthiness functions. Additional efforts 
are needed for the airports activity to stay abreast of the expanded grant-in-aid 
program authorized by Public Law 211 of the 84th Congress, and to develop new 
airport standards and systems capable of handling the new jet transports. 

Before leaving the aviation programs, let me state that every possible effort 
has been made to coordinate the program plans underlying this budget with 
other Government agencies, with the Curtis committee, and to the extent possi- 
ble, with the aircraft industry. The program is, I believe, a well-conceived plan 
possible of orderly accomplishment. 


COAST AND GEODETIC SURVEY 


The Coast and Geodetic Survey, the first technical bureau in the Federal Gov- 
ernment, has been serving the Nation for the past 150 years by providing ac- 
curate marine charts and related technical information on tides and currents, 
geodetic control, and geophysics. Its charting of coastal waters has made safe 
our maritime commerce, and its mapping of air routes has been an integral factor 
in the safety and advancement of air navigation. 

Over the years, the functions of the Coast and Geodetic Survey have been 
realined and expanded moderately to keep pace with the growth and develop- 
ment of the Nation, conservation of its resources, and technological advance- 
ments. The advances in aviation have increased and will continue to increase the 
responsibilities of this bureau. This budget includes the funds necessary for 
production of charts associated with the accelerated CAA program. The work 
of this bureau is the foundation for topographic mapping by other agencies and 
this budget provides for additional funds to bring geodetic control work more 
nearly in line with the requirements of the Federal mapping program. There are 
a number of other elements of increase for this bureau, details of which will be 
provided to you. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The request for the Business and Defense Services Administration is required 
in part for mobilization readiness programs. Much of today’s mobilization 
planning is based upon 1952 data. Since 1952, changes in manufacturing opera- 
tions, advanced technology and the use and development of substitute materials 
raise serious doubts as to the statistical accuracy of some of the mobilization 
planning studies. ‘To correct this deficiency, funds are requested for the develop- 
ment of current data for use in the mobilization planning programs. 

The Business and Defense Services Administration as one of the principal 
agencies in the Department of Commerce for planning mobilization of the in- 
dustrial economy in the event of an emergency, has the responsibility for the 
training of a large portion of the members of an Executive Reserve for assign- 
ment to executive positions in the Government during periods of emergencies. 
Steps have been taken to select and invite key industrial specialists to become 
members of this reserve, and at the present time over 500 specialists have ac- 
cepted. Funds are requested to provide training materials and training sessions 
to keep these members informed of the Government’s operations and mobilization 
plans. 

To carry out the responsibilities of the Department to business and industry, 
funds are requested to assist small-business establishments in the use of Gov- 
ernment data and statistics in marketing research, and to provide basie research 
relating to market operations in areas of wholesaling, retailing, and service 
trades. 

OFFICE OF AREA DEVELOPMENT 


The Office of Area Development advises and assists States and local com- 
munities in economic development matters. In the current year through in- 
creased funds authorized by this committee this office has made special efforts 
to interest expanding industries in locating new branch facilities in labor surplus 
areas. This was accomplished by obtaining, through field visits to all labor 
surplus areas, information on special current assets such as availability of mod- 
ern factory buildings and industrial parks which would be of particular interest 
to firms planning new facilities. The information so obtained was then made 
available to industry through direct counseling efforts, through the business 
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press, and by other means. Technical assistance in the coming year will also 
be extended to one-industry communities and other local areas interested in 
diversifying their economies and in preventing an unemployment problem. The 
increase relates entirely to the retirement fund contribution. 


BUREAU OF FOREIGN COMMERCE 


The Iron Curtain countries are continuing to step up their economic penetra- 
tion in the free world markets, particularly the more undeveloped ones. Also 
world economic prosperity has accentuated the need of free world countries for 
increased imports and world outlets. It has long been a bipartisan objective of 
our foreign policy to foster mutual prosperity by the profitable exchanges of 
goods and services. 

International trade techniques are extremely complicated. Businessmen, par- 
ticularly those without large staffs and experience in foreign trade, must rely 
upon the services offered by the Bureau of Foreign Commerce. Demands for a 
wide variety of information are continually increasing. Last year the Congress 
appropriated an increase to the Bureau mostly for the purpose of implementing 
the agreement with the Department of State to strengthen the commercial aspects 
of the Foreign Service. There has been the fullest cooperation between the 
Department of State and the Department of Commerce in working out the details 
to insure rapid implementation of this program. In order to more effectively 
serve the business community, the Bureau was reorganized during the past 
year and key positions were strengthened. We believe we will be able to offer 
increased services to the public through more efficient use of our staff and our 
expanded publications program. 

The budget for export control activities will be carried out at the same pro- 
gram level as approved for this year which we believe to be effective both for 
the control of strategic items and for insuring that the economy will not be 
adversely affected by excessive exports of short supply items. 


OFFICE OF BUSINESS ECONOMICS 


In urging that favorable consideration be given to the request for this office 
I want to state again my personal conviction that the measures of economic ac- 
tivity which the Office of Business Economics produces are essential for business 
and Government guidance and for proper formulation of policies affecting the 
Nation’s economy. 

The Office of Business Economics has for years been doing a good job in com- 
puting the national income and product. Its monthly publication Survey of 
Current Business is well known and highly regarded. Painstaking analysis of 
economic trends is important at any time, but the guidance of a high level 
economy such as we have achieved puts additional demands upon this office. I 
am requesting a modest increase so that this office can incorporate new informa- 
tion, such as the results of the 1954 census of business and manufactures, into its 
national accounts and publish an up-to-date version of its national income supple- 
ment. The existing one was last issued in 1954. The remainder of the increase 
is required to pay the cost of contributions to the retirement fund. 


MARITIME ACTIVITIES 


The Maritime Administration request reflects the further development of the 
long-range ship replacement program including the construction of passenger and 
cargo ships. Included is the replacement of the steamship America by the United 
States Lines which will be a sister ship of the steamship United States. The con- 
struction of these ships augmented by the sale of the Mariners will bring the 
schedule of the replacement program to almost that which was anticipated. 

I believe that the program and objectives are sound. However, to absorb the 
cost of CAA’s initial VORTAC program, which is considered of the highest 
priority, Maritime’s ship construction program is being reduced by $25.5 million. 
This reduction will defer replacement of a passenger ship but will allow the con- 
struction of an ore carrier. 

The request of $120 million for operating-differential subsidies will continue 
payments due ship operators on an almost current basis. 

The increased level of workload for all activities associated with the admin- 
istration of the maritime laws and modernization of ship design are reflected 
in the “Salaries and expenses” estimate with offsetting reductions in funds re- 
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quired ior reserve fleet expenses due to the virtual elimination in the backlog 
of preservation work. 

The passage of legislation establishing the Merchant Marine Academy as a per- 
manent institution requires a substantial increase in funds to correct staffing 
deficiencies in the operation of the Academy and to accomplish a maintenance 
program made necessary by continued deferral of repairs in past years. We 
plan to accomplish this by phasing the program over a 2- to 3-year period and 
to maintain the training of merchant marine officers at approximately the same 
level as in the past. 


INLAND WATERWAYS CORPORATION 


The request includes an administrative expense limitation for the Inland Water- 
ways Corporation, a wholly Government-owned instrumentality, which is subject 
to the Government Corporation Control Act. This act, among other things, re- 
quires congressional authorization of administrative expenses. 

As you know, we sold the physical facilities and operating rights of the 
Corporation in 1953; however, we must under the terms of the sale, police 
the activities of the purchaser. The authorization will provide funds for pay- 
ment of the annual audit by the General Accounting Office and other miscel- 
laneous expenses in connection with examination of claims and suits and 
inspection of facilities. We have made a considerable reduction in adminis- 
trative costs over prior year costs. 


PATENT OFFICE 


The budget estimate provides a $2.2 million increase for the Patent Office to 
cover the full-year cost in 1958 of personnel added during 1957 in accordance 
with the 8-year program, cost of contribution to the retirement fund and 1 addi- 
tional day of regular pay. The acceleration of the patent and trademark exam- 
ining and issuance processes results in increased publications cost. This item 
is an increase of $315,000. 

In 1957 the Patent Office will average 950 patent examiner assistants, with 
recruitment underway to hit a peak of 1,050. Continuing this staff through the 
full fiscal year 1958, with the continued use of experienced examiners on a 
Saturday overtime basis, will provide for 100,000 patent application disposals 
as compared with 90,000 estimated for 1957. With application receipts esti- 
mated to be a possible 80,000 for each of these 2 years, this will represent a 
net reduction in the backlog of 20,000 for 1958 as compared with 10,000 in 1957. 
If receipts fall below this estimated rate, the net backlog reduction may be even 
greater. A backlog of approximately 188,000 is thus conservatively estimated 
for the end of fiscal 1958 as compared with approximately 208,000 estimated 
for the end of 1957 and 217,536 applications pending at the end of fiscal year 1956. 
The ultimate objective of the 8-year program is to reduce this number to a level 
of approximately 100,000. 

Assuming present costs to continue during fiscal years 1959 through 1961, an 
appropriation of approximately the same magnitude as the current estimate will 
be required to maintain the same level of staff for each of these years. After 
1961, hoth appropriations and employment are anticipated to decline gradually. 


BUREAU OF PUBLIC ROADS 


Funds for the Bureau of Public Roads are requested for appropriation from 
the general fund and the highway trust fund, 
General fund 

Under the general fund we have estimates for liquidation of contract authoriza- 
tion for construction and improvement of forest highways and public-lands 
highways in addition to an amount for the Inter-American Highway. 

The 1958 estimate for forest highways reflects the impact of the expanded 
program authorized in the 1956 Highway Act to accelerate improvement of this 
system. In the case of public-lands highways the request for 1958 will provide 
for liquidation of the 1957 authorization and a portion of the 1958 authorizations. 

The amount requested for the Inter-American Highway covers the unappro- 
priated balance of the total already authorized by the Congress. In addition to 
this, it will be necessary to ask for funds later to complete pavement of the 
highway in accordance with the President’s initial proposal. 
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Highway trust fund 


The funds requested to be appropriated from the highway trust fund for 1958 
are to be used principally to liquidate contract authorization, that is, to pay 
the States for the Federal share of work which they will complete during fiscal 
1958 on the Federal aid systems. 

I am pleased to report that the long-term program authorized by the Federal 
Aid Highway Act of 1956 is well underway. Apportionments of authorizations 
contained in that act were promptly made to the States through fiscal year 
1958. These apportionments total $3.7 billion, including $2.7 billion for the 
Interstate System. 

During the 6-month period after passage of the bill, we allotted more funds to 
projects than in any previous full year. In close cooperation with the States, 
we will do everything we can to move this program as rapidly as possible from 
the apportionment to the construction stage. 

As you know, Mr. Bertram B. Tallamy recently assumed the office of High- 
way Administrator. Mr. Tallamy was superintendent of public works for the 
State of New York from October 1, 1948, to the end of 1954. During part of 
that time he served as chairman of the New York Thruway Authority and 
held that position until his appointment as Federal Highway Administrator. 
He will appear before the committee later to discuss Federal aid and other 
highway programs administered by him through the Bureau of Public Roads. 


NATIONAL BUREAU OF STANDARDS 


The research undertaken by the National Bureau of Standards is vital to 
American science and technology. The Bureau provides this country with 
leadership in the science of physical measurement—essential because it gives 
confidence to commerce and trade. It gives important technical assistance to 
American industry. It gives much needed scientific data to America’s scientists, 
engineers, and technicians. The Bureau is one of the most important scientific 
institutions of the Government, and I urge that the Congress continue the sup- 
port given in the last 2 years to strengthen the Bureau’s basic programs. 

The basic and unique responsibilities of the Bureau lie in the area of physical 
standards, measurement instrumentation, and high precision measurement. 
These, you will appreciate, are keys to industrial and scientific progress. These 
must be creative and dynamic programs. New standards are continually re- 
quired to keep ahead of fast-growing technological fields such as those in elec- 
tronics, radio communications, atomic physics power, and the like. The Bureau 
is being pressed on all sides for greater and greater refinement of standards and 
measurement techniques. Through its technical advisory committees and by 
participation in professional organizations, the Bureau attempts to maintain 
a direct understanding of the most important needs of scientists and tech- 
nologists. 

The budget has been carefully screened. It represents work which can actually 
be undertaken during the coming year. The overall goal of the budget is similar 
to that of last vear—to strengthen and to provide stability to the Burean’s basic 
programs—those progtams which are the unique responsibility of the National 
Bureau of Standards. The budget, furthermore, is consistent with the recogni- 
tion given to the expanding requirements of science. It places its chief em- 
phasis on increased basic research and on research in measurement. 

Included also is an increase for work preparatory to construction of facilities 
for the National Bureau of Standards near Gaithersburg, Md. This continues 
the relocation program which was authorized last year. 


WEATHER BUREAU 


Appropriation increases granted to the Weather Bureau since 1955 have been 
primarily for the improvement of its severe-storm warning services. To this 
end, immediate improvements were made in forecast and warning services. 
Future improvements were made the goal of a comprehensive investigation of 
hurricanes and tornadoes and of a modernization program covering the Bureau's 
observational facilities. Increases requested for 1958 will permit continuation of 
these improvement programs. The increases will allow for operation and mainte- 
nance of modern observational equipment provided for in past years under 
the establishment program. Funds are requested for rental of a higher speed 
electronic computer to expedite the develoupment of numerical methods of 
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forecasting and to facilitate the solution of complex problems associated with 
the hurricane and tornado research projects. ok 

The great advances which are being made in aviation are rapidly outstripping 
the civil weather services of the Nation. These services must be modernized to 
meet the needs of commercial jet aircraft operations, the expansion of inter- 
national routes, and the increasing congestion of our domestic skies. These 
estimates provide for the first part of a 2-year program designed to meet these 
requirements. 

This, gentlemen, concludes my formal statement. Members of my staff and 
office and bureau heads will be available to provide any additional information 
you may desire. 

Mr. Preston. You may proceed, Mr. Secretary. 

Secretary Weeks. In a general way let me first state that this budget 
of $804 million is substantially less than last year, obviously because 
the highway money is out, and that highway need, in turn, is provided 
for by the trust fund. 

The $804 million is divided into $185 million as noncontrollable, 
$291 million for construction, and $328 million operating. 


BUDGET AMENDMENT 


There is one change which we will come to later when I speak about 
the CAA. 

I think today there will be brought to you a request from the Presi- 
dent to increase the amount for VORTAC equipment in the CAA in 
the amount of $25.5 million, and that amount will be subtracted from 
the Maritime Administration ship-construction account. 

Mr. Preston. Mr. Secretary, at this point would you make it clear 
as to whether that $25 million is an increase to the 1958 request or a 
1957 supplemental ? 

Secretary Werxs. No; it is an increase in this account—the CAA 
account—in the 1958 request, and, as I was just saying, it is sub- 
tracted from the Maritime construction item of $120 million. I will 
touch on that a little more in detail when I get to those two accounts. 


CONTRIBUTIONS TO THE RETIREMENT FUND 


There is about $14 million in here for contributions to the retire- 
ment fund. In a general way, I should like to say that in the last 
3 or 4 years the population has grown 11 million, the gross national 
product about $50 billion, and the national income about $40 billion. 

We have, therefore, in a number of these Bureau requests, a reflec- 
tion of an increased demand that comes from the normal but very sub- 
stantial growth of the country. 


DECREASE IN PERSONNEL 


I would like to point out, however, that in this budget we had on 
the payroll in the Commerce Department as of the first of this year 
about 6,000 less personnel than we had on January 1, 1953. 

Now, if I may turn to the several bureau requests, the first one—do 
you all have these books before you ? 

Mr. Preston. I do not see them. 

Secretary Werks. Do they not have these pamphlets, Mr. Nielson? 

Mr. Nietson. No; I do not think they have them, Mr. Secretary. 

Secretary Weeks. Do you have them with you? 
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Mr. Bow. We have them in our offices; I am sure. 

Secretary Werks. I was going to say that you might follow me a 
little easier if you had them. If there are not enough to go around, 
will woes of my colleagues lend theirs to the members of the com- 
mittee ? 

I thought you might follow me as I went along a little easier if you 
had these books. 


GENERAL ADMINISTRATION 


The first item in the appropriation summary here is “General ad- 
ministration,” and that appears in detail on page'4. This, I would 
remind you, is a former Office of the Secretary item, but the title was 
changed to “General administration” last year with the approval of 
Congress, and here is provided the supervision for the whole Depart- 
ment. 

The appropriation requested is $385,000 more than in 1957. 


TRANSFER OF ATTORNEYS 


Of that, $158,000 is a transfer of attorneys in several bureaus to the 
“General administration” account under authority of Reorganization 
Plan No. 5 of 1950. 

Then, there is $161,000 which goes to the retirement fund, and for 
1 day’s pay, which is described here over the 52 basic week year. 

We ask for $36,000 in the Office of Strategic Information and there 
is added a net of 5 positions, making a total of 350. 

As I said, out of that $385,000 there is $320,000 which involves 
either the retirement fund or the transfer from other bureaus. 


BUREAU OF THE CENSUS 


On page 5 you have the Bureau of the Census. 

Here we have a contribution to the retirement fund of $390,000. 
There are two items. On looking at page 5 at the first item, “Salaries 
and expenses,” you will note an increase of $1,066,000. Now, as I 
have just pointed out, $390,000 is for the retirement fund. Then, 
there are two items, one entitled “Defense readiness activities,” for 
the Office of Defense Mobilization. That will be explained to you 
when the Census Bureau appropriations is before you and they will 
talk about it in detail. That is the plan; is it not? 

Mr. Nrextson. That is right, sir. 

Secretary Werks. There is another item of $58,000 which the Presi- 
dent’s Council of Economic Advisers is ‘very much interested in cov- 
ering—statistics on State and local governments. 

The balance of the $1.066 million is an extension of work being done 
which is described in that first section. 


CENSUS OF BUSINESS, TRANSPORTATION, MANUFACTURERS AND MINERAL INDUSTRIES 


Then, you move down to the “Census of Business, Transportation, 
Manufacturers and Mineral Industries,” provided by statute. 

Mr. Fioop. Mr. Secretary, who did you say would justify the “De- 
fense readiness activities” ? 

Secretary Werks. The Office of Defense Mobilization. 
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Mr. Fioop. They will not do that, before this subcommittee; will 
they ¢ 

Secretary Weeks. They will have a representative come up with 
the census ‘people when they come up here. They will have a repre- 
sentative with them. 

With reference to the “Census of Business, Transportation, Manu- 
facturers and Mineral Industries,” we started preparation for that last 
vear with a small appropriation and we are asking for $1,845,000, 
which is an increase over last year of $1,695,000 because we are now 
moving into the final preparatory phase as far as this particular 
census is concerned. 

18TH DECENNIAL CENSUS 


Then, toward the bottom of that grouping there is the “Isth De- 
cennial Census.” There is $4.1 million for the preparatory work on 
that, half of which or about $2.1 million is for new electronic equip- 
ment. We have two UNIVACS in the Census Bureau and we propose 
to turn them in and get new ones which will handle about twice the 
work that the present ones do. This is the first, an exchange, if ap- 
proved, and the other one will come along probably next year. 

I have no other comments on the Census Bureau. 


CIVIL AERONAUTICS ADMINISTRATION 


On page 8 we have the Civil Aeronautics Administration. Here I 
would like to comment on some of these statistics respecting aviation. 


AIRCRAFT OPERATIONS 


This year, or the prospective year of 1958, as compared with fiscal 
year 1953, we estimate that landings and takeoffs which were 16 mil- 
lion in 1953 will be 24 million in fiscal year 1958. 

The number of tower positions—control tower positions—which in 
1953 was 2,000 as a rough figure, we estimate will be 3,500, or an 
increase of 75 percent. 

The number of fixed postings in fiscal year 1953 was 14 million, and 
we estimate in fiscal 1958 it will be 32 million. 

The number of positions in traffic control centers was 1,610 in fiscal 
1953 and it will be 4,553 in fiscal year 1958. 

That will give you some good idea, I think, of the tremendous con- 
tinuing increase in air tre aflic. 

There i is a continually larger number of air passengers being carried, 
but the planes carry more ‘So, the pertinent figure here is the number 
of landings and takeoffs, as well as the fixed postings. 

In this Civil Aeronautics area we have, in fiscal 1957, 20,000 person- 
nel and expect to have in this program 25,000 in fiscal 1958. 

That is what we are asking for in the budget. 


AIR NAVIGATION FACILITIES 


With reference to the air-navigation facilities, you may recall that 
in fiscal 1956 we had $21 million. Last year we started the 5-year pro- 
gram and in fiseal 1957 we had $75 million, and with this VORTAC 
addition which I spoke of before, we will have $175 million if the Con- 
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gress grants the appropriation requested for our equipment in this 
area, of which VORTAC will be about $65 million. 

Now, I have no other comment on civil aeronautics. 

Mr. Nietson. Mr. Secretar y, did you mention the request to add the 
$25 million ¢ 

Secretary Weeks. I mentioned the fact that there will be a request 
to add $25.5 million in this air-navigation facilities account for 
VORTAC equipment and to take it from the Maritime Administra- 
tion. 

Mr. Preston. Mr. Secretary, under the he: ding “Establishment of 
Air Navigation Facilities,” the revised request for “1958 is $175 million. 
The sum of $25.5 million was added to the original figure for 
VORTAC. 

Secretary Weeks. It is $25 million on top of that $72 million. 

Mr. Preston. That was in the regular 1958 bill / 

Secretary Weeks. That is taken off 1957, and added onto the fiscal 
1958 request, because at that time we contemplated bringing up a 
rupees: 

r. Preston. Proceed, Mr. Secretary. 


COAST AND GEODETIC SURVEY 


Mr. Weeks. On page 13 of the small book, we have the Coast and 
Geodetic Survey. There is an increase from $10,900,000 to $12.1 mil- 
lion, an increase of $1.2 million, of which half is in the area of the re- 
tirement fund contribution and $120,000 for retired pay for commis- 
sioned officers. The balance is for additional work in this area as 
described at the bottom of page 13. 

The new ship which was authorized last year in the amount of 
$3,700,000 is now out for bids, and we hope to have the bids before 
long. 

REDUCTION IN APPROPRIATION 


I would like to comment that the appropriation for the Coast and 
Geodetic Survey in 1953 was $12,500,000 and the appropriation this 
year is $12.1 million—the recommended appropriation for fiscal 1958 
is $12.1 million—and in the process a pay raise has been absorbed, and 
these retirement funds are id added. 

This is an area where I think they are doing a good job, and it will 
be desirable to do more work, especially in charting out toward the 
border of the Continental Shelf but we do not have the money to do 
that, and we are doing what we can with what we have. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


On page 15 there is the Business and Defense Services Administra- 
tion. If you will turn back to page 2 of the book, I think you can 
see readily what is taking place here. This is the first year that we 
have done it this way, is it not, where you have made the ‘adjustm> nt? 

Mr. Nietson. Well, it has been done in other years, but it does show 
up here this way. 

APPROPRIATION ADJUSTMENTS 


Secretary Weeks. On page 2, if you will look down toward the 
bottom of the page at “Business and Defense Services Administra- 
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tion,” you will see the aDPrapmiahigoe and the adjustments of $482,000 
bringing back the comparable figure this year to $6,493,000, and then 
we request $7,075,000, an increase of $582,000. 

Now, if you will turn back to page 15, I will try to describe how 
that works out. 

The actual increase in the appropriations is about $100,000 and we 
have taken out $482,000; $30,000 involves lawyers who will go over 
to. the General Administration account; $375,000 is in the Area De- 
velopment account which is a separate office on page 16, and $75,000 
was for a steel-scrap survey which was completed and which is a 
nonrecurring item. 


INCREASES REQUESTED FOR 1958 


So, we take out $482,000 from the actual appropriation and start 
with this base on page 15 of $6,493,000, which is a comparable figure 
to $7,075,000, and that $582,000 is accounted for in this manner: We 
have about $375,000 for the retirement fund and the day’s pay which 
I referred to earlier. There is $50,000 for the training of the executive 
reserve. You may recall my having told you that these w. o. c.’s go 
back to their businesses, but we have under directions from the Office 
of Defense Management started this executive reserve, and I think 
it desirable to give them refresher courses, so to speak, once or twice 
a year. It has cost some money, and we put in $50,000 for that item. 

I have accounted for about $425,000 out of the $582,000, but the 
balance is for increased activity in the industry divisions, and in the 
marketing and distribution services described at the bottom of the 
page. 

AREA DEVELOPMENT PROGRAM 


On page 16 we have the area development program which shows an 
increase of $18,000. That is all for the contribution to the retirement 
fund. 


Otherwise, the program is unchanged. 
BUREAU OF FOREIGN COMMERCE 


On page 17 we have the Bureau of Foreign Commerce, and this is 
divided into the regular work of the Bureau of Foreign Commerce 
and Export Control. 

In the Export Control appropriation the $166,000 increase is en- 
tirely for the retirement fund contribution, and under “Salaries and 
expenses” there is an increase of $245,000 of which $131,000 is for 
the retirement fund, and substantially, the balance is accounted for 
by a full year’s pay for the increased personnel authorized last year. 


INLAND WATERWAYS CORPORATION 


At this point in the summary you will find on page 3 that there 
is a reference to the Inland Waterways Corporation, and T thought 
you would be interested to know that we sold—not interested to know, 
but reminded, rather—that we sold the Corporation in the summer 
of 1953 for $9 million, and the payments were to be made over an 
11-year period with interest at 3.75 percent; $400,000 each year with 
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interest, except the last payment would pick up the balance of about 
$5 million. 

The people who bought that have made money and they have made 
their payments on time, and have been paying taxes in addition. 

In the period of some years before the sale there was a cumulative 
loss as of the date of sale of $13 million. I think the sale was a good 
trade and the Government is getting out of it in good shape. So far 
as I know we have never had the slightest question about the situation. 
I think it is going along very well. 


OFFICE OF BUSINESS ECONOMICS 


On page 18 is the “Office of Business Economics.” There, we have 
a small increase of from $960,000 to $1,055,000, or an increase of 
$95,000, of which $55,000 is for the retirement fund and the other 
$40,000 is for a new edition of the National Income Supplement which 
was last published in 1954, and which would incorporate the extensive 
new data sources that have become available through the various 1954 
censuses. 

This office, I think, does a good job, and has done a good job right 
along. Their studies are factual and objective, and they do not try 
to do anything but bring out the facts as they appear. I think busi- 
ness generally is very strong in support of what 1s being produced by 
the Office of Business Economics. 


MARITIME ADMINISTRATION 


The Maritime Administration is on page 19, and there in the first 
item for ship construction you have this amendment that will come 
up today which will subtract $25.5 million from that and make it 
$94.5 million. 

That will change also the figure of $104 million which appears 
below there. 

EFFECT OF BUDGET AMENDMENT 


Mr. Preston. Have you decided which ships to eliminate, Mr. Sec- 
retary, in your request to reduce that by $25 million ? 

Secretary Weexs. Well, yes. I cannot tell you exactly the basic 
situation, but you take $25.5 million off $104 million, and it leaves 
$78.5 million. I think $62 million of that is for the America, and 
I cannot tell you about the balance of it, offhand. Does anyone here 
have the answer to that question ? 

Mr, Roruscutip. That would eliminate the American President 
Lines replacement ship. 

Mr. Presron. There are four ships to be built out of this 1958 
budget. So, that would eliminate the cargo-passenger ship and leave 
the two cargo ships and the replacement for the America? 

Mr. Roruscuiip. Yes, sir. 

Mr. Preston. That would remain in the budget? 

Mr. Rotuscuin. Yes, sir. 

Secretary Weeks. Does that answer your question ? 

Mr. Preston. We will go into the details of that later. I just 
wanted to see if there had been some executive determination as to 
which ship would be eliminated. 
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OPERATING DIFFERENTIAL SUBSIDIES 


Secretary Werks. The next item there is operating differential 
subsidies which appears at $4 million less than last year, and then we 
come into salaries and expenses, which show an increase of $997,465. 


INCREASES FOR SALARIES AND EXPENSES 


Of this, $805,000 is in the retirement fund, and the day’s pay. I 
would like to point out here that in this salaries and expenses account 
I think an excellent job has been done by the Maritime Administration. 

In fiscal 1953 their appropriation in this account was $16,800,000 
and here we have an appropriation recommended of $15.8 million. 

In other words, it is $1 million less, and in the process they have 
absorbed one pay raise and the contribution to the retirement fund. 


MARITIME TRAINING 


With reference to maritime training the Congress established the 
Academy at King’s Point on a permanent basis. This increase of 
$444,000 reflects what we think is the nec essity of doing some things 
in the way of maintenance and repairs, and beefing up the academic 
level in view of the fact that this is now a permanent Academy of the 
United States Government. The maintenance has not been what it 
should have been. There is one building there that is actually closed 
up, and is not used because of lack of maintenance. 

In the State Marine Schools the contribution is the same. 


PATENT OFFICE 


On page 23 we have the Patent Office, which moves from $17 million 
to $19.2 million. I will not trouble you with this chart, because I think 
you have all seen it. However, we shall pass copies of it around. 

As you recall, we started it on an 8-year program, to bring this 
Patent Office up onto a current basis where a man might get a patent 
without waiting 31% years for it, and the Congress appr roved the 8- year 
program, and started along. 

Between 1953 and 1955 the Patent Office was spending about $12 
million and, then, in 1956 we started to move it up to $14.5 million, and 
$17 million in the fiscal 1957 year, and $19.2 million is recommended 
for fiscal] 1958. 

On the chart you will note in the black band we will move in fiscal 
1958 up to the peak of employment, 1,050. Our low point in employ- 
ment—and most of these are examiners of the Office—was in 1955 
when we had 610 and this peak is 1,050. 

In the meantime, the backlog which was 227,000 applications when 
we started has hit the peak, and has started down. 

Some of this increase which you will note is $2.2 million is for the 
retirement fund of about $800,000. 


RESEARCH PROGRAM 


As you know, we have been working for 2 or 3 years on the possi- 
bility ‘of electronic search of the patent art, and made some progress 
in the field of chemical compounds which I think is going to be helpful 
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and useful. However, in the other mechanical arts, it is going to 
be quite a while before we solve that problem, if ever. 

That is a very difficult one. However, this will give you the pro- 
gram and I think it is a good one, and that it is desirable. 

At any rate, it has been approved in principal. 

In the Bureau of Public Roads 

Mr. Preston. Before we leave the Patent Office, Mr. Secretary, 
I think we should ask you this question : 

As to the work that has been done in the Patent Office, this commit- 
tee feels that it is really responsible for that. In 1956 my recollection 
is that we on our own increased the Patent Office by $2 million over 
and beyond the budget request. 

Secretary Weeks. I think that is correct. 

Mr. Presron. We did that in an effort to begin this program of 
eliminating backlogs. 

Secretary Weeks. That is my recollection. 

Mr. Preston. So, we take some pride in the fact that this is being 
accomplished. 

Secretary Werks. Yes, sir: [am glad to share it all with you, sir. 

Mr. Frioop. I gather it will be 7 years before you reach the de- 
sired condition of operation, according to the chart ? 

Secretary Weeks. Did you say 7 years? 

Mr. Froov. According to the chart, it would be 1965 progressively 
as you are going before - you reach that stage which you call the de- 
sired condition of operation which is a backlog of 100,000. 

Secretary Weeks. That is right; that isthe program. 

Mr. Presron. All right, Mr. Secretary, you may proceed to the 
next item. 





BUREAU OF PUBLIC ROADS 


Secretary Werrxs. Now, on page 24 is the Bureau of Public Roads, 
and that needs a little explanation, I am sure. 

There is a $5 million increase for forest highways and public- 
lands highways remain the same. 


INTER-AMERICAN HIGHWAY 


There is the sum of $12 million included for the Inter-American 
Highway and I would like, if I may, to request to defer any discussion 
today of the Inter-American Highway. We have turned up 1 or 2 
angles to it that I would like to go through, and when the Bureau of 
Public Roads appears on Friday, ‘I expect t I would like to come up with 
them and make an oral statement on that Inter-American Highway, 
when we have looked into it a little further. 

Mr. Preston. We shall be very glad to have you do that, Mr. See- 
retary. 

We shall be very glad to have you come up and discuss that with 
us. 

STATUS OF HIGHWAY PROGRAM 


Mr. Secretary, before you pass away from highways, I would like 
to ask one question. Are you satisfied in your own mind that the 
planning of the State highway departments and the submission of ap- 
plications for funds under the highway Baron | is advanced to the 
point that $1,690,000,000 can be utilized in fiscal year 1958 ? 
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Secretary Werks. I cannot categorically answer that question. The 
program is moving along very satisfactorily. I testified before Sen- 
ator Gore’s committee in January, and I think the committee felt, as 
we have felt, that we were making excellent progress, better progress, I 
think, than some had hoped for. As to whether or not this whole 
amount here is going to be used, can you answer that ? 

Mr. Roruscuip. It is estimated that all the money allotted to the 
States for fiscal 1958 will have been obligated by the end of that fiscal 
year. Qn the basis of the obligations and the contracting, the pro- 
gram has been proceeding at a rate which, as Mr. Weeks said, has 
been quite satisfactory. It appears now we shall need all of this 
money before the end of the fiscal year. 

Mr. Fioop. We are not going to get into the jam the Defense 
Noparinent got into in 10 years, with $25 million a year unobligated 
and unexpended, are we, in about 5 years? 

Secretary Werxs. I would be sure we would not in this highway 
rogram. I am hopeful it will be the other way around, that we will 
ave the revenues in the trust fund to take care of the program. 

Mr. Preston. This is a question we shall certainly be concerned 
about. Fortunately we are in very good shape as far as trust funds 
are concerned at the moment, but that is understandable because we 
have not spent any to speak of. 

Mr. Fioop. This would be a good time for this committee to prevent 
what happened in the Defense Department from happening here 
before it starts. 

Secretary Wrexs. We hoped to be well ahead in receipts of expen- 
ditures the first 2 years. 

Mr. Roruscuip. The first 3 years. 

Secretary Werxs. We will have a surplus and then go into the 
evening-out process. 

It might be appropriate to file for the committee record here the 
expectancy so far as the program is concerned. 

r. Preston. We will take that up later. 


NATIONAL BUREAU OF STANDARDS 


Secretary Werxs. On page 26 is the Bureau of Standards. I 
would like to say about this that the item shows an increase of $3 
million. There is $500,000 or $600,000 of it in the retirement fund, 
but I would remind the committee that between 1953 and 1956 the 
Bureau operated on an appropriation level of $8 million or under. 
I have felt right along that this Bureau of Standards is doing very, 
very vitally important work and that we should be doing more in this 
area, and this increase of $3 million, except for the contribution to 
the retirement fund of $560,000, is in the area of doing more in the 
research field. 

PLANT AND EQUIPMENT 


The next item, “Plant and equipment,” is up $430,000, and then you 
come to the construction of facilities, which is architectural prepara- 
tion for the new construction program which has been at least tenta- 
tively approved. We bought the land and are proceeding with the 
plans. ro 

Mr. Moore, is there anything else we want to say at this time? 

Mr. Moore. No, not at this time. 
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CONSTRUCTION OF BUILDING AT GAITHERSBURG 


Mr. Preston. Is it still your opinion, Mr. Secretary, that we should 
proceed with the construction of the new building at Gaithersburg? 

Secretary Werks. Well, I think it is extremely desirable to go 
ahead with this program when the Congress feels that it is appropriate 
from an expenditure point of view. I am sure they need the new 
plant, and { hope sooner or later the Bureau of Standards can have 
it at the location that has been procured. As to whether you do it— 
we do not ask to do it this year, but whether you go ahead next year 
or defer it until a later time, that is to be decided later. 

Mr. Preston. It is important at this time to consider this phase of 
it. If Congress should approve the $1,820,000 for design and engi- 
neering which is to be transferred to the General Services Administra- 
tion, is it to be assumed that next year you will approve an initial 
request for construction ? 

Secretary Werks. That would be a reasonable expectation, but there 
is a good deal of new construction discussed. The latest I saw in the 
paper was a new executive department building. I think someone 
on a higher level than we have to fit it into the mosiac and say, “Start 
on this one or start on that one.” I do not know if we will start next 
year or not. 

I am going on the assumption, which I think is correct, that if we 
have the land and make the plans, they will be good whenever the 
need is indicated, so the money would not be thrown away whether you 
start next year or the year after. Normally I would expect next year 
to come in with the building request. 

Mr. Preston. The preparation of cost estimates will be involved 
in this design and engineering too; would it not? 

Secretary Weeks. Yes; and I must tell you we have some estimates 

that are substantially higher than the original estimates we had a 
year ago. 
" Mr. Sasi. I am not surprised ; There will be additional costs if 
it is delayed beyond the next fiscal year. It seems to me these sort 
of things should have some continuity if at all possible. Before we 
acquired the land and proceeded as we have thus far, it seems to me 
that there should have been some executive department approval with 
some degree of finality to it. 

Mr. Fioop. And some priority. 

Secretary Weeks. There was approval with finality to it, I would 
say. We bcught the land, we made plans, we made plans to begin 
construction, let the contracts, and I have no reasons to believe it will 
not continue that way, subject to the will of Congress in respect to 
appropriations. 

Mr. Fioop. For what it is worth, I would prefer to see this building 
constructed ahead of 90 percent of those on the agenda if there is to 
be — 

Secretary Werks. I would think so. 

Mr. Fioop. I say that after listening to these hearings for a number 
of years. 

Secretary Werxs. I think this is one of the most important projects 
we have before us. 
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Mr. Preston. Do you think this item is one of those Secretary of 
the Treasury Humphrey had in mind when he was talking about 
certain economies that could be effected ? 

Secretary Weeks. I do not know. I cannot answer that. I doubt 
if he was talking of this particular project. 

Mr. Preston. All right, Mr. Secretary. 


WEATHER BUREAU 


Secretary Weeks. Page 28 is the Weather Bureau. The salaries 
and expenses show an increase of $4 million, of which $1.5 million 
is in the retirement fund and the balance is, generally speaki ing, to 
tie the operation closer to air transportation. For example, there is 
an item for end-of-runway observational equipment of $756, 000 whic h 
is an example of how we are moving into a closer tie with air trans- 
portation, and weather observations in the upper air, as aircraft go 
higher all the time, are a necessity. 

The eee of meteorological facilities, you will note, is 
down from $2.5 million to $1.2 million. 


END OF RUNWAY EQUIPMENT 


Mr. Firoop. What do you mean by end-of-runway observational 
equipment ? 

Secretary Weeks. Will you answer that, Mr. Rothschild ? 

Mr. Roruscuiip. Runways are now so long at many airports tliat 
the weather at the end of the runway is different to a sufficient degree 
from weather at the control tower so as to make it necessary to h: ave a 
reading at the end of the runway. There is frequently a consideral sa 
difference in the ceilings between the end of the runway and the contro] 
tower. 

Mr. Fioop. Is that true generally or just in some localities ? 

Mr. Roruscuixp. It is more pronounced in some localities than 
others, but it is planned to put this equipment in at 141 airports, and 
that is quite a number of airports. 

Secretary Weeks. That is all I have to say. 

Mr. Preston. Before I pass the questioning, there are 4 or 5 ques- 
tions I would like to ask you. 


RECOMMENDATION FOR ABOLISHMENT OF OFFICE OF STRATEGIC 
INFORMATION 


First, you will recall there has been some investigation made i 
the House of Representatives with reference to the Office of Str sede 
Information by the Committee on Government Operations. It has 
filed its report, House Report 2947 of the 84th Congress, 2d session, 
in which it stated on page 91, under subtitle 1 . Office of Strategic 
Information: 


The Office of Strategic Information in the Department of Commerce should be 
abolished. 

OSI witnesses have been unable to justify the existence of the agency, either 
for the purpose of restricting unclassified information from within the Gov 
ernment or controlling unclassified information from outside the Government. 
The National Security Council should review the functions which the Denart- 
ment of Commerce was requested to perform in the NSC directive and determine 
whether such functions are necessary. 
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What have you to say with regard to that recommendation, Mr. 
Secretary ¢ 

Secretary Wrexs. We have had in process a study over a period 
of 2 or 3 months, and about a month ago we made our report to 
the National Security Council, and the ‘recommendations are now 
in the hands of the National Security Council. 

Have you anything further to say that you know of, Mr, Moore? 

Mr. Moore. There will be a meeting of the Planning Board of 
NSC on the 19th of this month and then of the National Security 
Council, and some decision should be reached by the 4th of next 
month. That is the schedule. 

Secretary Werks. The matter has been under continuous study 
all winter and it is now up to the National Security Council to take 
cognizance of it. 

Mr. Preston. Are you prepared this morning to take issue with 
this conclusion on the part of the Committee on Government Opera- 
tions ? 

Secretary Weeks. The conclusion that the Office of Strategic In- 
formation should be abolished ? ‘ 

Mr. Preston. Yes. 

Secretary Weeks. I certainly would not categorically agree with 
the conclusion that it should be abolished. We received our instruc- 
tions from the Security Council, which is the President, as you know, 
and we have evaluated the operation and reported back to him through 
his Security Council. I think we just have to wait in the meantime 
and see what develops. 

Mr. Preston. In other words, you are taking orders from the Na- 
tional Security Council in the operation of this Office? 

Secretary Weeks. Yes, sir. 

Mr. Preston. Well, in the light of this report made after extensive 
hearings, I think it would be advisable to have someone from the 
National Security Council come in and justify this request for 1958 
when this item does come before the committee. 

Secretary Werks. You mean 

Mr. Preston. If you are following the directive of the National 
Security Council you are taking orders. Whether you believe in the 
necessity of the Office of Strategic Information or not, you have little 
alternative. You follow the orders of the National Secur ity Council. 

Secretary Weeks. Obviously that is what we are doing. We have 
made some recommendations. But I think as a matter of procedure, 
as far as the Appropriations Committee is concerned, it is going to 
be before this Appropriations Committee as a matter of procedure, 

What would you say, Mr. Moore? 

Mr. Moore. I think we could defend the Office of Strategic Infor- 
mation when it comes up before the committee. 

Mr. Preston. Would you say you can defend it successfully? You 
have not done it before the Committee on Government Operations. 

Secretary Weeks. I think when we come up to make our justifica- 
tion we will be able to do so. It is going to be up this morning? 

Mr. Preston. Mr. Secretary, would you be in a position to reveal 
the nature of your recommendations to the Security Council ? 
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Secretary Wepxs. I am sorry, I think I would not be. With all 
due respect, I think I would not be at this time, certainly without 
securing 

Mr. Preston. Clearance? 

Secretary Weexs. Approval of the National Security Council. 

Mr. Froopv. Mr. Chairman, before you leave that. You asked the 
Secretary if he would be able to tell us his recommendations with re- 
spect to what agency ? 

Mr. Preston. The Office of Strategic Infor mation. 

Mr. Froop. What about it, as to whether it is good or bad or to 
keep it or not to keep it? Can you not tell us your evaluation of it? 

Mr. Yates. Why should we appropriate money for it, then? 

Secretary Weexs. I added at the end I could not state our recom- 
mendations without notifying the National Security Council we 
wanted to do so. 

Mr. Preston. I do not care to make a cause celebre of that this 
morning with the Secretary. 

Mr. Yates. Who will justify it? 

Mr. Preston. Mr. Moore, I imagine, of the Department of Com- 
merce. 

Secretary Weeks. Mr. Chairman, obviously I can say this, that 

Mr. Preston. This is with reference to the Office of Str ategic In- 
formation ? 

Secretary Werks. Yes. When we discuss the General Adminis- 
tration portion and BDSA we will justify the operation; but beyond 
that in detail as to what we recommended, I would rather not go into 
those details without the advice of the Security Council. Obviously, 
we have come up here with some money in the budget for the Office 
of Strategic Information and we shall attempt to justify it. 

Mr. Yates. Does that mean it is your recommendation that the 
Office be continued if you come here and attempt to justify an appro- 
priation for it? 

Secretary Wrexs. That is right. 








VORTAC 


Mr. Preston. To continue with my questions, at one time this year 
it appeared that the request for $25 million to begin the program to 
establish VORTAC was a very urgent matter—so urgent that a sup- 
plemental appropriation request was considered. Now it is being 
moved back to a regular item which means, of course, that before this 
bill is signed into law it probably will be approaching the end of the 
fiscal year. 

Has the importance of this program been deminished any in your 
opinion ¢ 

IMPORTANCE OF VORTAC PROGRAM 


Secretary Weeks. Not in the slightest. When this was orginally 
id po to come in under a supplemental, it was supposed we would 

1ave some equipment from the Defense Establishment. Only re- 
cently it was found we would not have it, and it became apparent 
that if we came in with the supplemental request there would be only 
30 days’ difference, approximately, between the time we would move 
forward under the supplemental or under the regular 1958 appropria- 
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tion, and the Bureau of the Budget has been attempting to keep 
down the supplemental requests in 1957, so they decided to move it 
this way. As far as the actual results are concerned, we figured 
there would be about a 30-day difference. But there certainly 1s not 
— “apne in our feeling as to the importance of the program 
itself. 

Do you want to add anything to that, Mr. Rothschild ? 

Mr. Roruscuitp. No. You stated it very well. 

Mr. Preston. Has anything happened to disrupt the plans between 
the civilian aviation authorities and the military aviation author- 
ities ? 

Secretary Werks. I think not. 

Mr. Rothschild, would you care to comment on that? 

Mr. Froop. I just went through hearings in the Defense Appropria- 
tion Committee on this point, and when the time comes I want to 
ask some questions about it. There is a good deal of controversy 
as to whether there should be a new system altogether. 

Mr. Yares. Is it appropriate at this time to ask the Secretary a 
question relating to this point? 

Mr. Preston. Not at this time. I will pass the questioning in a 
few minutes. 

Mr. Roonry. Mr. Chairman, as I understand it, the standard pro- 
cedure is for the chairman to start the questioning and conduct it 
without interruption. Then he turns the interrogation over to the 
members. Am I correct? 

Mr. Preston. The gentleman is entirely correct. 

Mr. Yates. I understand the procedure, but when a statement is 
made with which I do not agree, I will comment on it. 

Mr. Preston. The chairman can only beseech the cooperation of 
the members. I have two other questions. 


SHIP CONSTRUCTION 


One question deals with ship construction. The decision has been 
made to eliminate one ship for the American President Lines, but 
to continue with plans for construction to replace the America of the 
United States Lines. The America is wholly a passenger ship, and 
the other would be a combination passenger and cargo ship, would it 
not, Mr. Rothschild? 

Mr. Roruscuip. Yes. 

Mr. Preston. The America will not be 20 years of age until 1960? 

Mr. Roruscnip. That is right. 

Mr. Preston. In the light of the conversations that have been going 
on around Capitol Hill and in the executive department about econo- 
mies, is there any reason why the construction of this ship could not be 
deferred until we are in better financial position ? 

Mr. Roruscuip. If the funds are authorized in this current budget 
and if planning goes ahead as contemplated, this ship will not be ready 
for service by 1960. 

Mr. Preston. No; but she will be 20 years of age in 1960? 

Mr. Roruscuip. Yes, sir. 

Mr. Preston. I think this question of policy would best be taken 
up when we take up this whole item. I take it you have no personal 
views as to this ship-construction program, as to the advisability of 
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carrying it out in accordance with the letter of the law of the Mari- 
time Act, or whether we should go ahead full steam ? 

Secretary Weexs. Well, currently there is a very difficult situation 
in the ship-construction field. There is slow delivery on certain items, 
and I will simply say this, that subject to the requirements of the 
statute and to our contractual relations with the lines where we have 
agreements, subject to that I think this is an area where the extra force 
of Government purchasing could be eased up where the private seg- 
ment is operating, you might say, to capacity. 

In other words, I feel very strongly myself that when the private 

segment is taking all the market affords, so to speak, that it is not the 

time for the government to enter into competition with the private 
segment of the economy; and the only reservation I would have on 
that is that our contractual relations under the statute, the act of 1936, 
which requires us to do certain things—my understanding is when 
we have a contract to provide operational subsidies and to require the 
lines to replace their ships at the end of the 20-year period, that if we 
should hold back to too great a degree, that they have some recourse 
available to them such as transferring to a foreign flag under certain 
circumstances, and so on. 

Mr. Preston. That is right. 

Secretary Weeks. But I do not think the Government should be 
in competition with the private operators who want to build ships 
and get deliveries unless it is necessary. 

Mr. Preston. All the flexibility in this area rests on the side of the 
Government, does it not? 

Secretary Weeks. Yes, sir. 

Mr. Preston. In other words, the companies have to come up and 

make their requests. They are in a rather rigid position. So it is 
up to the Government to determine whether strict compliance should 
be required before a reasonable length of time or not. Is that a cor- 
rect statement ? 

Secretary Werks. I think that is a correct statement. 

Mr. Preston. So it gives us a small area to operate in from that 
standpoint ? 

Secretary Werks. Yes. 

Mr. cao So, to sum up your statement, when the pumps have 
plenty of water in them there is no use to prime them ? 

Secretary Weeks. That is right. 


TRANSFER OF OFFICE OF AREA DEVELOPMENT 


Mr. Preston. Why was the Office of Area Development transferred 
from the Business and Defense Services Administration ¢ 

Mr. Moore. With the administration’s bill this particular office 
will have to expand and become almost as large as some of our other 
offices. For that reason we thought it best to pull it out and have it 
report directly to the Assistant Secretary. I think that was wise. 
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Mr. Preston. Why would you separate it from the defense activity 
of the Department? Is there not some relationship between this 
program and the defense needs 4 

Mr. Moore. There is in relocation of industry. 

Mr. Froop. If the gentleman will yield. 

Mr. Preston. I would much prefer, Mr, Flood, if we could proceed 
as has been suggested. 

Mr. Fioop. I simply asked if you would yield. 

Mr. Preston. I understand, but if you do not mind deferring for a 
moment. 

Mr. Froop. I just wanted to know. 

Mr. Preston. I will not be but a moment. 

We will go into that further at the appropriate time. 


PROPOSED AIRPORT SITE AT BURKE, VA. 


Mr. Secretary, what is your feeling with reference to the con- 
struction of a second airport in the Burke area ? 

Secretary Werks. Just what it was when we sent up a recommen- 
dation for the Burke Airport. 

Mr. Preston. You still believe it should be constructed at that site. 

Secretary Werks. Yes, sir. If I may go off the record a moment. 

Mr. Presron. Yes. 

(Discussion off the record.) 


JONES POINT BRIDGE 


Mr. Preston. What is the difficulty we are having concerning Jones 
Point Bridge? We thought we had disposed of that matter, and now 
it has been kicked around from pillar to post. What is the picture? 

Secretary Werks. I cannot answer the question. Can you, Mr. 
Rothschild? 

Mr. Roruscuirp. No, I cannot. 

Mr. Preston. We will defer that. 


COST OF RETIREMENT CONTRIBUTION, FISCAL YEAR 1958 


Mr. Preston. Mr. Secretary, I did not notice, when you were show- 
ing us your table a while ago, where you had listed the contributions 
to the retirement fund by the various agencies. Do you have such a 

table ? 

Secretary Werks. Yes, I have, right here, and I will file it for the 
record if you would like to have that. 

Mr. Preston. Yes, we would like to have it in the record. 
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(The statement submitted is as follows :) 


Cost of retirement contribution, fiscal year 1958 


Bureau or office 
General administration: Salaries and expenses 
Bureau of the Census: 

Salaries and expenses 


Estimated 
retirement 
contributions 


$152, 000 


1958 censuses of business, transportation, manufactures, and 


mineral industries 
Preparation 18th Decennial Census 


Civil Aeronautics Administration: 
Operation and regulation 
Establishment of air navigation facilities 
Maintenance and operation, Washington National Airport 


7, 757, 000 
286, 000 
66, 000 


Maintenance and operation of public airports, Territory of 


Alaska 


Coast and Geodetic Survey: Salaries and expenses 
Office of Area Development: Salaries and expenses 


26, 000 
62, 000 


8, 197, 000 
450, 000 
18, 000 


Business and Defense Services Administration: Salaries and ex- 


Bureau of Foreign Commerce: 


I cs ialianerueiaiionn 


Export control 


Patent Office: Salaries and expenses............................ 


Bureau of Public Roads: 
Forest highways (liquidation of contract authorization) -—-__-~- 
Public lands highways (liquidation of contract authorization) -_ 
Inter-American Highway 


National Bureau of Standards: 
Expenses 
Plant and equipment 


Weather Bureau: 
Salaries and expenses 
Establishment of meteorological facilities 


Total, General Accounts 
Highway trust fund: Federal-aid highways 


Total, Department of Commerce 


ee eee 


352, 000 





(150, 000) 
(1, 950) 
(30, 000) 


(181, 950) 








522, 000 
6, 000 
528 


at Dy 


000 


1, 442, 505 
8, 600 


1, 451, 105 





13, 597, 305 





(975, 000) 


, 997, 305 
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REGULAR PAY ABOVE 52-WEEK BASE, FISCAL YEAR 1958 


Secretary Wenks. [also have a table showing the additional amount 
per account for the extra day in fiscal year 1958. 

For the extra day the total is $828,906, and for the retirement con- 
tribution the total is $13,597,305. 

Mr. Preston. We will insert that table in the record at this point. 

(The table referred to is as follows:) 


REGULAR PAY ABOVE 52-WEEK BASE, FISCAL YEAR 1958, BY BUREAU OR OFFICE 


General administration : Salaries and expenses_____._---.-.--..------ $9, 300 
Bureau of the Census: 
ek canna ne 24, 612 
1958 censuses of business, transportation, manufacturers and min- 
I iia Soaks ecco athe cabs behib citation a eaiaaanin 2,101 
Preparation 18th Decennial Census............................. 1, 467 
URE a siciice en Se ce ccckwn peewedesecmeewbewenueeue 28, 180 
Civil Aeronautics Administration : 
Ne nn ee eee 496, 283 
Establishment of air-navigation facilities__._.c..__..._.__.._....._- 18, 730 
Maintenance and operation, Washington National Airport_____-__ 3, 868 
Maintenance and operation of public airports, Territory of Alaska__ 1,592 
Me VIIOR | TO VORRIIIIOI Gai iio setae ova iid ine aniseed being a 3, 747 
ict ite nits ke ean, ake RE neat eee ee 524, 220 
Coast and Geodetic Survey: Salaries and expenses______.______-_____- 28, 600 
Office of Area Development: Salaries and expenses___._______________ 1, 200 


Business and Defense Services Administration: Salaries and expenses. 22,135 


Bureau of Foreign Commerce: 











en om 0 ee SORRY G a Co VES ye RE RGR: Foe EEE OE TI —_—_<* 











PUREE: IOI MORE bt cicce ceec dommes inscevtsmeneccg ot oboe eee cos asene 8, 100 
PUR “CONN Mandi on oe on bea aede aoe 6, 385 
inh ic asd di ale spies ee cong gas ee leas ica nds phate a saccades 14, 485 
Office of Business Economics: Salaries and expenses_...._......______ 3, 376 
. Maritime Administration: 
Soeerrens GUND ENING on oh ek et ek i. cane beand 47, 400 . 
‘ | a ees a ee 600 
nO ie i ee aa a ee 48, 000 
Patent Office: Salaries and expenses_.......~...--.--- 2-2-5 52, 000 
Bureau of Public Roads: ) 
Forest highways (liquidation of contract authorization)__._____.__ (7, 300) 
Public lands highways (liquidation of contract authorization) ____ (70) 
SOUS AerICeh. IeigmWwe ye. one a a (2, 700) 
DE le ns inka shh nt > DB An dedi the ainnk warner need (10, 070) 
National Bureau of Standards: 
Beier >. 6 $186 ob 8 54828 SEL os bee cen eine ll 81, 200 
UG NE : CONE in ere stirs ei Mabiiandch dete iqnanieaticnnegtin ad 2 400 
Motel. co. on sk ik 31,600 
Weather Bureau: _ — 
{ eerrne ONG ORO O06 co. oick th ct he aS Ee bic sen . 65,3800 
i Establishment of meteorological facilities_...0.u............____ 510 
j ei ia ate te as DB pe niet een cihs tensinsonchnaaiatedt od a ea cn Se ~ 63,810 
‘ etal, (Clapers) -ACeoOit8 ics secs rte ees a 
Highway trust fund: Federal-Aid Highways______--____________ _ (53, 000) 
Total, Department of Commerce__________________ me S28, 906 
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BREAKDOWN OF PERSONNEL, 1952-58 


Mr. Preston. We would also like to have inserted at this point in 
the record a table of the personnel by office or agency from 1952 to 
1958. 

Secretary Werks. I can give you this. I have it here in chart form 
through the end of 1956. “We can bring it up on a projected basis 
and file that for the record. 

Mr. Preston. Could you supply it in table form ? 

Secretary Weeks. Yes. 

(The information requested was furnished as follows :) 


Full-time permanent employment by office, fiscal year 1952 through 1958, paid from 
direct appropriations 














{ | | 
| 1952 1953 | 1954 1955 | 1956 1957 1958 
— ms ee a ——— eo ee - * oh | | 
General Administration.................- .| 386 | 395 | 324 | 325 333 345 | 350 
Bureau of the Census._.._...._____- " , 549 1,781 | 1,475 1,284 | 1,354 1,218 | 1,433 
Civil Aeronautics Administration - - - - | 16,959 | 16,366 | 14,839 | 14,977 | 16,336 | 21,027 26, 687 
Coast and Geodetic Survey ------_--- | 1,640 1,625 | 1,479 1, 356 1, 323 1, 249 1, 311 
Bureau of Foreign and Domestic Commerce..| 1,677 | 1,500 |_......./....____|_-- se 
National Production Authority - ---.--_- -| 4,196 | 1,123 |__... Selon ics. daahey 442044 sitsabct bes 
Business and Defense Services Adminis- | 
ARE cedrin, tains leds lad. alata lo ehisesaatl 699 | 785 | 763 807 809 
Office of Area Development- _--------- ‘ wwaais esta bcoiteahade 2 .| 18 50 50 
Bureau of Foreign Commerce. ‘SEE 636 633 | 495 595 | 587 
Office of Business Economics----..._------ “i 136 137 | 133 | 140 144 
Maritime Administration -_______--- | 4.826! 4,316! 3,353 2,700 | 2,771 2,799 | 2,733 
id cer tins ewenterenestvaeice 1, 901 1, 684 1,579 | 1,612 2, 047 2, 35f 2, 350 
Bureau of Public Roads_...........---- ebres 2,899 | 2,901 | 2,876 2,732 | 2,748 | 2,432 3, 069 
National Bureau of Standards_-__---_--- } 1,303 | 1,243 1,113 1,144 | 1,184 1, 376 1, 745 
Wee EON nc ccucecwctec uence lt 4, 472 4,397 | 4,152 | 4,092 4,611 4,631 4, 877 
Inland Waterways Corporation - -__-- iced | 797 | POE Ba cibhsned cicckestenis siackae pavtepcdie wee 
Sceaeied ras ae atltaed bo ehaal 
I eee Seine en ia 42, 605 | 38,093 | 32,661 | 31,777 | 34, 116 | 39,019 | 46, 145 





Excludes employees paid from funds transferred to the Department from other agencies and from outside 
sources. 


Summary of positions paid from other than direct appropriations and part-time and 
apeeee penerens 


| 


| | 
| 1952 1953 | 1954 | 1955 | 1956 1957 1958 


General Administration___....-.-.---- sscdal «i SB BOA 907 1) SI.) 980 | | 248 
Bureau of the Census- --...-...-.--- | 2,890 | 1,281 824, 4,208 | 2,138 | 1,641 2, 159 
Civil Aeronautics Administration___-. 107 319 228 577 | 774 | 253 | 20% 
Coast and Geodetic Survey ------- “ 907 757 709 | 845 787 759 | 772 
Bureau of Foreign and Domestic Commerce. 1, 329 32 : aot ! > SAL ae 
National Production Authority. -_...........-|_..-.---}- sdep-silgsterinaeheebs>- <x ene 
Business and Defense Services Administra- | 

WR ncecsis cupsseadart at es d Ary | f 65 | 56 | 65 | 7 | 6 


Office of Area Development... Lb écitebanitche Sl caution diesen inal 


57 56 : . 


Bureau of Foreign Commerce - 7 52. 

Office of Business Economics... -- : ese iiabeences 2 | 2 | 2 s 

Maritime Administration ------ - -.--| 9,126} 6,189 | 1,152 | 2,174 2,281 1,815 | 1,750 
Patent Office ------- ; | as ; ; 
Bureau of Public Roads_____- Scalaines 629 | 688 | 509 | 782 | 898 | 1,873 | 1, 658 
National Bureau of Standards_-_- 3,432 | 3,675 | 1,676 | 1,693 | 1,821 | 1,716 / 1,533 
Wena ORD o 6c cc eweisnscncuccs dare | 3,658 | 3,781 | 3,736 | 3,558 | 3,940 | 4, 285 4, 244 
Inland Waterways-........---.-------- --+-|--e0-00-|---022--]------- ohia ---|----- sleaee Shana 


MSE Blin SO ecco ns | 22, 554 | 17,011 | 9,160 | “14, 225 | 13,022 | 12,605 | 12, 576 
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SIZE OF THE 1958 BUDGET 


Mr. Preston. One final question. Mr. Secretary, much has been 
said recently about the size of the 1958 budget. 1 am sure you are 
familiar with all that has been said. Asa result of all the discussions 
and comments in the executive branch and in the legislative branch, 
what is your feeling about the size of the budget and as to what should 
be done with it? 

Secretary Werks. Well, I do not think it is appropriate for me to 
comment on the budget involving other departments than my own. I 
will make 2 general “obser vations, or 1 general observation, and that 
is that I think we are all too prone to start new services on the part of 
the Government. I have some in mind. I do not think it is perhaps 
necessary or desirable to discuss them in detail, but 63 percent of the 
budget is in Defense, and a little less than 10 percent in all the depart- 
ments, and then you have an area of about 27.7 percent with interest 
on the debt, veterans’ benefits, agricultural support, and grants-in-aid 
to States. It is in this general area where I think if we did not contin- 
ually start new projects involving services of one sort or another, or 
grants-in-aid, that that would be desirable. 

In this particular area of Commerce, the desirable feature is to have 
a good operation as economical as you can for the services you want 
to perform. We like to believe we are running an efficient operation. 
Many of these areas, on account of the growth of the countr y, particu- 
larly civil aeronautics, involve more expenditures than we have been 
accustomed to having. Our expenditure in that area is three times 
what it was when I came here. But I do not see how you will get away 
from that. 

If you want me to be specific in the area of the Commerce budget, 
I could mention a few items where I think the Congress has gone us 
one better. 

Mr. Preston. Go right ahead. We would be interested in that. 

Secretary WEEKS. A year or so ago, or 2 years ago, we strenuously 
urged an appropriation of $20 million for aid to airports, and the 
Congress gave us $63 million for a 4-year period. 

The highw ay bill last year raised the forest highways authorization 
to $30 million. That was an increase of $7.5 million over what it had 
been. 

In these purely service operations of Commerce like the Patent 
Office, the Bureau of Standards, the Weather Bureau, and the Business 
and Defense Services Administration, the cost percentagewise is rela- 
tively small compared to the overall appropriation. 

In general administration, I am a firm believer you can get a better 
operation by spending more for supervision. 

In Census, the censuses we are talking about mostly are set up by 
statute. We have made improvements in 1 that, I think, but in this dee- 
ade there is an increase of 30 million in population and it will cost 
more. 

As to Civil Aeronautics and Coast and Geodetic Survey, those are 
very important and we should be doing more. 

In the Bureau of Foreign Commerce and the Office of Business 
Economics I do not think we are overplaying our hands. I think 
these are services that are helpful to business and useful. 
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The Maritime Administration we have discussed; and the Patent 
Office. 
That about covers it. 


POSSIBILITY OF REDUCTIONS IN BUDGET 


Mr. Preston. I take it you feel this budget is a hard budget and 
you cannot point out to the committee any place we might cut it with 
any degree of safety ¢ 

ecretary Weexs. No, I cannot. I have tried to make this an 
honest budget. It is a good operation and we want to keep it that 
way. If you want to eliminate some serv ices, that is another thing. 
I do think there are places here where you can cut—this forest high- 
way business, for example. I think that we could spend a little less 
there. The big important thing in the highway field is to get this 
Interstate Highway System underway and to keep the ABC program. 

The thing like the forest highway I think you could cut a little. 

Mr. Yates. What program was that? 

Secretary Weeks. The ABC program, and the interstate system. 

Mr. Preston. I am sure that ‘you would like to see this overall 
budget submitted by the President cut, if possible. 

Secretary Werxs. I am just saying in a general way that I am for 
economy. 


JONES POINT BRIDGE 


Mr. Roruscuixp. I believe that I can answer your question with 
regard to the Jones Point Bridge. 

The Jones Point Bridge, now known as the Woodrow Wilson Me- 
morial Bridge, is in this situation: Virginia and Maryland have 
agreed in conference, and subsequently by letter, to operate and main- 
tain the bridge and its approaches. This has not been formalized in 
an agreement as yet, but the Bureau of Public Roads feels that they 
have sufficient evidence that it is going to be achieved to where the 
Bureau has gone ahead and is negotiating a contract with consulting 
engineers for a design for the bridge, and it is now estimated that 
the construction will be started within 1 year. 

Mr. Preston. Has the matter of the clearance been straightened 
out and the length of the span? Those are the things that have been 
more recently brought up. Maybe we had better wait and take that up 
later. 

Thank you, however, for the information that you have given us, Mr. 
Secretary. 

Mr. Thomas, do you have any questions? 


INCREASE IN BUDGET FOR 1958 


Mr. Tuomas, It is always a pleasure to see our distinguished Secre- 
tary and his very capable staff. Mr. Rothschild is one of the out- 
standing members. 

I was just thinking, here is our very able and likable and genial 
friend coming in here at this time with a budget that shows an increase 
of 20 percent over last year. I think that [ heard the Secretary on 
the radio last night, along with the Secretary of the Treasury, talking 
about economy, and lo and behold here comes my friend from Massa- 
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chusetts in here this morning defending a budget 20 percent higher 
than last year. That does not even include the big money. 

Of course, you have a little new item there of $13,500,000 that you 
did not have last year, but from top to bottom it is larger. Even in 
Mr. Rothschild’s department everything is on the up, I wonder what 
is going to happen to my Republican friends. Back in 1952 they said 
that they were going to reduce expenses and here my close friend in here 
from Massachusetts—and there 1s no finer man—comes in here with a 
20-percent increase. 

Mr. Yates. Is this economy in reverse, Mr. Thomas? 

Mr. Rooney. I am wondering about these figures which appear at 
page V of the committee print, which is a summary of all the activities 
under title I. Would not your requested increase be approximately 28 
percent over the current year? 

Secretary Weeks. Are you asking that as a question? 

Mr. Roonry. Yes. 

Secretary Weexs. It is hard to make a comparison. Actually, the 
budget is substantially less than last year’s. 

Mr. Roonzy. If you take your own figures at page V of the com- 
mittee print, wherein you request the amount of $803,790,000 as com- 
pared with $632,650,000 this year, do we not have a requested increase 
of almost 28 percent? 

Secretary Wines. It is about 27 percent on the basis of the figures, 

Mr. Rooney. That is near enough. 


NUMBER OF PERSONNEL 


Now, let me ask you this with regard to “General administration, 
salaries, and expenses.” You say there are 6,000 fewer employees on 
the payroll than there were on January 1, 1953? 

Secretary Weeks. As of December 31, 1956. 

Mr. Roonry. How many new employees do you request in the ‘in- 
stant budget? 

Secretary Werks. Six thousand one hundred and thirty-seven. 

Mr. Roonny. So we have wiped out any comparison; would you not 
say ? 

Secretary Weeks. Well, we would be back on that basis where we 
were, but most of that obviously is in the field of civil aeronautics. 

Mr. Rooney. Regardless of where it is, it is pretty well spread all 
over the lot, is it not, with the exception of Civil Aeronautics? Is 
there any one place where there is not an increase ? 

Mr. McCtiettan. Yes. 

Mr. Rooney. Please refer to page II of the justifications, the salm- 
on-colored sheet, wherein there is a summary with regard to all of the 
general subdivisions of the Department of Commerce. 

Is there one here which does not contain an increase over the amount 
appropriated in the current fiscal year, from general administration 
down to the Weather Bureau? 

Secretary Weeks. You are talking about personnel, are you not, 
Mr. Rooney ? 

Mr. Rooney. I am talking about your overall program. Will you 
now look at that page and tell me whether or not it is not the fact that 
every single activity under the Department of Commerce, from gen- 
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eral administration down to the Weather Bureau—and this is over- 
all—does not contain a requested increase over the amount appro- 
priated for each of these areas in the current fiscal year ¢ 

Secretary Werks. You are talking money now, not personnel? You 
were on personnel a minute ago. 

Mr. Rooney. I am talking money at the moment. 
Sccretary Werrxs. That is a fact, but many of the programs are the 
same except for the retirement fund, which totals $14 million. 

Mr. Rooney. Your requested increase is to the tune of $129 million; 
is it not? 

Secretary Weexs. I understand that, but for the retirement fund 
many of the items are unchanged from last year. 


REASON FOR INCREASE IN GENERAL ADMINISTRATION 


Mr. Rooney. Would you take a look at your general administra- 
tion, salaries and expenses, a request in the amount of $2,835,000, and 
tell us how it is that this is an increase over the years as shown at page 
1 of the committee print, from $1,384,000 in 1952 fiscal year to a re- 
quest now before us of $2,835,000? That is quite a substantial in- 
crease ; is it not? 

Secretary Werks. Yes, percentagewise it is. I hope you will not 
forget in that period you had a pay increase generally and you had 
the executive pay bill increase and you had a substantial amount for 
the retirement fund. That operation, general administration, is not 
substantially different from what it was. We have in there $150,000, 
or $160,000 for a transfer, bringing the attorneys from several opera- 
tions into the General Counsel’s office. When you look at it, on the 
face of it, percentagewise, there is a substantial increase over the 
5-year period, but it is easily explainable by pay raises and salary 
increases and transfers, and the fact that the whole operation is grow- 
ing a little. 

Mr. Roonry. Can you tell us how many employees were on the pay- 
roll in this area as of the fiscal year 1954—general administration, 
salaries and expenses / 

Secretary Werks. Well, in 1954 at the end there were approxi- 
mately 

Mr. Roonry. Any point in 1954. 

Secretary Weeks. At the end of 1952 

Mr. Rooney. 1954, Mr. Secretary. 

Secretary Weeks. I am going to give you the comparison between 
papi 1, 1953, and the end of 1956. It was 395 and it is now about 
319. 

Mr. Roonry. Do you have the figure with regard to the end of the 
fiscal year 1954? 

Secretary Wrens. Yes. It was about 324. 

Mr. Roonry. And now you want to make it how many? 

Secretary Werks. It is 350. 

Mr. Nietson. In connection with the figures that you are talking 
about on employment for 1954, I believe that it would be desirable 
if we conld supply for the record the actual employment at that time. 
As of today, the employment in the office charged to general adminis- 
tration, is about 319. 
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Mr. Roonnry. So you had how many unfilled positions as of Decem- 
ber 31, 1956? 

Mr. Nietson. As of December 31, 1956, I would say we had some- 
where in the neighborhood of about 20 unfilled positions. 

Mr. Rooney. And you now seek how many ? i 

Mr. Nievson. The total requested for general administration is for 
350. 

Mr. Rooney. General administration, salaries, and expenses; is that 
correct ¢ 

Mr. Nietson. That is correct. 

Mr. Roonry. How many ? 

Mr. Nrevson. Three hundred and fifty permanent positions. 

Mr. Roonry. Mr. Chairman, may I have inserted in the record at 
this point the table of estimates and appropriations from 1949 to 1958, 
which appears at page 1 of the committee print ? 

Mr. Presron. Without objection it will be inserted in the record at 
this point. 


(The table referred to is as follows :;) 
ESTIMATES APPROPRIATIONS 
DE rettiica weaienitn wns Gly 520; COR 200 cdi: esi OL $1, 025, 000 
Incr. pay (H. Doc. 149) —._- 30, 008 | Defy., (2d; 49) .......---.. 30,,000 
I nox Rta tala heaton ce 1, 119, COD | 290, onennemtene+>—- i ancl 1, 299, 000 
Incr. pay (H,. Doc. 548) __-- er Bk aA elec atl tetetd 24, 000 
Padi EE 2; G80} 0004 1971 20. 1, 350, 000 
IE Dictate ata ahetemaehe 1;,686) 000 (8002 2 .2sc0 sh os. on 1, 484, 530 
House Doc. 358__-_---.---- 120, 000 | Supp. (8d, 1952) ..._..____ 100, 000 
CE rT cach hnete sith ogee Fie SED EE dared snemaR hnenneneisiiil 1, 877, 000 
Ben nad oe 1 WE NE sleek 1, 750, 000 
I a hi acibanrsvegnng ike meas 2, 200, 060 }'2900 2.2 2oo ee Peet on 2, 050, 000 
We i 7h 2: 900; 000} 1000 )s540 el 2, 172, 000 
A a: Lciuidiveiasatig 140, 500 | Supp. (2d, 1956) _..-.-_-__ 140, 500 
eR _ me UT ee 2, 450, 000 


aaa ln ania din ealh Re ed 2, 835, 000 
Mr. Presron. Mr. Yates. 


REDUCTION IN THE BUDGET, 1958 


Mr. Yares. Do you agree with the Secretary of the Treasury, Mr. 
Humphrey, that the budget should be cut ? 

Secretary Werks. I am speaking only to my budget which, as I 
pointed out, I am only competent to talk about. 

Mr. Yares. Is that true of Mr. Humphrey also? Do you think he 
spoke only about the Treasury Department / 

Secretary Werks. I am not speaking for Secretary Humphrey. He 
can make his own statements on that score. I do not think that this 
budget that we have presented should be cut except where we have 
suggested that Congress could trim down the increases they gratui- 
tously gave us in the field of forest highways and aid to airports. 

Mr. Tite, You have no opinion with respect to the remainder of 


the budget ? 

Secretary Wrexs. No. We have worked on this budget and we 
think it is a fair and honest budget. 

Mr. Yarrs. Do you have any suggestions for deferring any of the 


items in this budget? 
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Secretary Weexs. I do not think of any offhand. We discussed 
the Bureau of Standards’ construction program, but that is actually 
not before us this year. I think you could defer some of this forest 
highway work if you wanted to. 

Mr. Yates. When Secretary Humphrey appeared before the A ppro- 
priations Committee he said that the administration and the Congress 
would both have 24 months after the budget was approved, or after 
the budget was presented, to make suggestions for reductions. He 
said that the Congress had 6 months to do it and the administration 
18 months. 

SAVINGS IN 1957 


Did the Department of Commerce make any reduction in the budget 
after the Congress approved it last year, or did you spend all the 
money, or are you going to spend all the money ? 

Secretary Wrexs. Do you mean for the fiscal year 1957? 

Mr. Yares. For the fiscal year 1957. 

Secretary Weeks. We continually try to turn back money. [I al- 
ways have that as an objective. I have more than ever this year the 
objective of trying to save as much as we can out of our authorized 
appropriation. 

Mr. Yates. How much money did the Department of Commerce 
turn back for the fiscal year 1954? 

Secretary Weeks. My memory is not that good. I can find out for 
you. Wecan get the figures in a minute or two. 

Mr. Yares. I would like to know the figures with respect to the 
amount of money that was turned back, not only for the fiscal year 
1954, but for the fiscal years 1955 and 1956 as well. 

Secretary Werks. Mr. Nielson advises me we will have to supply 
them for the record, which we will do. 

Mr. Preston. We will insert the information in the record at this 
point. 

(The information follows :) 

Norre.—The following table reflects by fiscal year the unused balances in the 
Department of Commerce. The amounts for 1954 have been carried to surplus. 
The amounts shown for 1955 will be carried to surplus on June 30, 1957, and the 
amounts for 1956 will be carried to surplus on June 30, 1958, in accordance with 
regulations of the General Accounting Office: 








Organization and appropriation title Fiscal year Fiscal year Fiscal year 
1954 1955 1956 


ee —————— | —-—----— —— 





Office of the Secretary: 














a ee a $16, 698 $7, 123 $15, 824 
Payment of terminal leave, Comtherce..................-- SBOP Teladicebincdediidetts San ad 
Salaries and expenses, defense production activities, Com- 

a line ecanneainnm NT Minas ise: naics deuasmealinaainetdasainnnardotsers 
Technical and scientific services... ..........----..------- SOP Hii tk. Leas. .ig Se iuskaa 
Advances and reimbursements...............--.....---.-. 31, 256 | 12, 009 6, 190 

Teh cacemsécccerbobocqeckese pseu ppp ebeccct-denncams 319, 713 19, 132 22,014 

Bureau of the Census: 
IED CINE HOR i oka cnnccccccwseccedeckndsunccescs so 35, 117 21, 015 70, 368 
Censuses of business, transportation, manufactures, and 

mineral industries. ......-------.,-------++---+++----+-- 4/508 1... coef onns | osinetungaticcce 
Special surveys of manufactures and other businesses - - - - - SENET Anccinnin eiabrawedtd en 
Tessas of business, manufactures and agriculture. ...-|./.2.......-..]..--..-..----- 14, 113 
Advances and reimbursements................-.-..------- 7,471 ee 

Pe nccnchacagescescesscsooumiesataniessbaneswnncnecnes 69, 515 | 21, 324 84, 481 
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Organization and appropriation title Fiscal year | Fiseal year | Fiscal year 
1954 455 1956 
Civil Aeronautics Administration: 
Maintenance and operation, Washington National Air- 
OES Bib Bhd bbb. hs spb ab hen gy ceke bch ie ph eee aeanl 9, 926 1, 675 4, 147 
aintenance and operation of public airports, Territory 
CE BBs dant cekedh Wee ce cdeetbticcidedocdiidecbiiewd 5, 794 569 
Air navigation development. ............-..-..-----.-.-.. 25, 586 188 8, 237 
Fe Cesc a nccaaey waairabege iter 6 288, Ce 2.3.4... 254A See 
Operation and regulation -. ..........--.242-ss-.44.---22+-]--4-.--------- 201, 196 263, 021 
Technical development and evaluation_..............--..- wre Lt 
Advances and reimbursements..............--.--.-..---.- 76, 393 72, 358 Ye wali doko’ 
PNM ee ran. Sonctik te cape tt gto cna ae eee kets 4, 266, 546 275, 986 | 275, 951 
Coast and Geodetic Survey: co 
NE CUI a. oo ditch nc diamttinvunsthdinnedmanelid 140, 760 9, 502 27, 339 
BEATS. ORE BUM TRATIOTIIE si bp onrrainestsnpnesareecesiaiacenanece=< 20, 686, |_..c...3f<-- 
ee knting 24s get dneacdh-dansdtinacapeneddbedntcnpdg 140, 760 40, 168 27, 339 
Business and Defense Services Administration: ‘ ie) 
NT I cs shu at cs ects ena tsdegncnmaeshdiiesisaseiemadd elects tia cial 31, 043 | 64, 191 
AG VERGE Gin TET BUTS i. oi noo enc gscescnfeodsdcnencecas 2; 180 ||. eee 
Li 
Erte altn Lark db ecaicachd dice ices chaise es disks gullpiehndia manatee akeetenaianed 33, 232 64, 191 
Bureau of Foreign Commerce: * . za 
Wauporé comtrel 261 tush ceils ak ck wali 131, 297 11, 011 62, 256 
RI RG BEDE ING ooo te pirangreae stn wmneetgiaqeaparrdted |-------+------ —10, 585 | 63, 264 
AN hi. - Sis cecisatih cunn os sKACORY. BOL 0 | 131, 297 426 125, 520 
Office of Business Economics: Salaries and e UD caccvenyeesletlscupeutniabie 8, 099 4, 390 








Bureau of Forei ign -—_ panei Commerce: 


Siieaioeeens anaeunie il 
Advances and reimbursements--....-...........--.-.-.--- 


Maritime activities: 


TE IOUDS ds. and sonicbdntosnaktanduadiodsabsbabsae 223, 921 | 


I Sk oo, in sapien dmmetmneein 
Statamnarine schoels sss 0c 65 6ck ag otic Lace wewsestsu 
Ship construction (liquidation of contract authorization) -- 
War Shipping Administration, maritime activities, Treas- 













] 


130, 410 125, 702 
10, 593 3, 

8, 293 100, 878 

SAUD Tool etthichice 



































NE REESE LE OT | 
Ship mortgage foreclosure or forfeiture contingencies 
Repair of reserve fleet facilities............-......-----...- 
Sic chick cca ive cing iapesoonp sade otiaatpeedmear ae I 
Patent Office: Salaries and expemses--.........-.....-..---..-- 
Bureau of Public Roads: 
INO... a nkticassansvetitneienumenion 
A ae ld, kinins a ominaeeadianaan SHRED Lawéernntvs~Sce~lebseateasece 
Flight strips (national defense) ................-.----.----- OO NN neat | tiple 
Surveys and plans (national defense) ...............-..-.-- Wee ie necct.sseeaeuein aisle 
RPUSEEE SEUNODIENIIGOUS SOOCUTIES. 5 ooo nie nceccncacccancesesfenechdeuetiuks 85, 883 42,812 
Advances and reimbursements__...............---.....-.- 1, 184  Sieeistanated Sistine 
UN aces eS SccaeStecencesccccsesctkorsacepacecanee 8, 207,548 | 8,686,320! 3,455, 216 
National Bureau of Standards: 
Operation and administration..............-.....-....-..- 11, 964 TE, Lncccdienniiedientars 
NG 5. 2's, cca Hien a thee eeeceatenccudbameneuinne 57, 762 16, 099 64, 022 
Advances and reimbursements._...............----..---.- 151, 700 2, 769 41, 905 
MAAR nnd, oon ns nea gateeehtinns 221, 426 | 27, 349 | 105, 927 
Weather Bureau: | rt 
I NI is J in Suda dnc acuueeuwedbedaded 461, 636 34, 033 | 56, 568 
Advances and reimbursements-................--.----.-.- 19, 471 D DED, iit coniideawcienn 
Nn 852 erameseccetinseseswse5) tb BUG! 481, 107 | 36, 394 | 66, 568 
d Waterways Corporation: Administrative expenses._.__ 19, 636 1, 906 | 2, 672 
~~ 14,801,201} 11,914,112 | 4, 667,855 


1 Unobligated authorization for flood and emergency relief assistance. 
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SUPPLEMENTAL APPROPRIATIONS, 1954, 1955, AND 1956 


Mr. Yates. Were any supplementals requested for those fiscal years? 

Secretary Weeks. I presume so, 

Mr. Nretson. In connection with our 1957 budget there were 2 sup- 

. ® 9 . OF 
plementals that were forecast in the President’s budget, 1 for $25,- 
500,000 for VORTAC, which the Secretary has i i Tt will 
not come in as a 1957 item, but there has been an adjustment in the 
1958 budget. 

Also, forecast in 1957 is an amount for the additional Washington 
airport. Those are the only two supplementals that I recall that show 
in the 1957 budget. 

Mr. Yares. Were there any requests for deficiencies in fiscal years 
1954, 1955, 1956, and 1957? 

Mr. Nretson. Mr. Yates, I would be happy to supply that for the 
record. 

Mr. Yates. The amounts and the purposes. 

Mr. Nretson. Yes. 

There were no deficiency appropriations for the Department of Commerce for 
either of the fiscal years. There follows a listing of supplemental appropriations 


made to the Department for each of the fiscal years: 
Fiseal year 1954: 





Salaries and expenses defense-production activities_._._.c._..._.._ $4, 200, 000 
nee Panes sc nc ete don thet dont mat cvinteord 4, 000, 000 
Operating differential subsidies.__....._......-.-...--_----__- 35, 000, 000 
OGneratineg differentiel suleidies. 5. 2c sua... 29, 500, 000 
Claims, land acquisition, additional Washington airport______- 34, 541 
Federal-aid highways (liquidation of contract authorization). 55, 000, 000 
Tee Se Salaeebliaisentindetianipitee-beabanall 127, 734, 541 
Fiscal year 1955: 
Censuses of business, manufacturers, and mineral industries_.__ _8, 480, 000 
Sey Wace SION rer rere eee 430, 000 
REO ER RIP OOFE WORT OI nn oii re ewes nonwene no wsiieis 22, 000, 000 
Claims, land acquisition, additional Washington airport__—~-_~~ 16, 297 
Claims, Federal Airport Act, Elko, Nev._....---...-_-_-- bntote 69, 449 
Washington National Airport: 
Maintenance and operation___-_-__. sneeesate nel Jfscec $3880, 660 
Cemstrucon . cee a te eae 840, 000 
Ne ee ee ee ee reereroteiones een abc ULE 82, 600, 000 
Repair of-reserve fleet vessels___...........2...--___=______ 12, 000, 000 
Ship mortgage foreclosure or forfeiture contingencies__....___ 2, 500, 000 
COE ne: ERP T so eee .. 4, 750,000 
Reimbursement to the highway fund, District of Columbia_____ 290, 000 
Operating-differential subsidies___._____.__._.--_._______-_____ 50, 000, 000 
Salaries and expenses, Maritime Administration____._________ 400, 000 
mopman of peserve feet facilities........-.....-0 970, 000 
Federal-aid highways (liquidation of contract authority)... 95, 000, 000 
Forest highways (liquidation of contract authority) _._____ 3, 500, 000 
Public-lands highways (liquidation of contract authority) ___—- 875, 000 
I aoa ieee nn aneneoeee neh OO Tee 
Fiscal year 1956: 9 St eT os 
Operation and regulation, CAA___--- oe RIO USN 37 600, 600 
Construction, Washington National Airport________ aaa _... 2, 600, 000 
Salaries and expenses, Coast and Geodetic Survey__...__-____ 159, 000 
Neen ee ee dic wsdeehanemvel aces op aesiensn aoeameeoio 100, 000 
lil era ae eRe ate e's int saannaate 37, 730, 000 
Salaries and expenses, Weather Bureau______________ eee: 500, 000 
SSR CI is 5 el HT gD DAS DOOR I He hee 30, 000, 000 
Federal-aid highways (liquidation of contract authority) ~_-__ 100, 000, 000 
Forest highways (liquidation of contract authority) ...._____ 3, 000, 000 
IU is cased cain needa laraweeneieteatenicle 11, 025, 500 


a 185, 714, 500 
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Mr. Yartrs. With respect to your previous answer given to my ques- 
tion, do I understand you to state that yon have no knowledge of the 
other budgets of the Government and therefore could not comment 
with respect to whether any of those budgets should be cut? 

Secretary Werks. That is correct. I have no competency in the 
other departmental budgets. 


DECISION FOR PURCHASE OF VORTAC EQUIPMENT 





Mr. Yates. There is a decision in this budget to begin purchasing 
VORTAC equipment. How was that decision arrived at? 
Secretary Werks. Mr. Rothschild, Chairman of the Air Coordinat- 


ing Committee, can speak to th: at. 
Mr. Yates. is the Air Force in the Committee ? 
t Mr. Roruscurp. Yes. 


Mr. Yates. Did they not last year decide that DME was the proper 
equipment to use ? 

Mr. Roruscuitp. No, sir. The only decision made by the Air Coor- 
. dinating Committee, Mr. Yates, was the final one arrived at in August 
1956, I believe, and it was at that time that all of the agencies of the 
Government represented on the Air Coordinating Committee agreed 
that VORTAC was the answer. 

Mr. Yates. On page 236 of the hearings last year I asked you a ques- 
tion to which you replied, “The Air Coordinating Committee has comme 
up with the result that DME was to be used.” 

I asked, “Has the Air Coordinating Committee changed its mind?” 
You said, “No, sir.’ 
‘ Mr. Roruscutip. V ORTAC includes a distance-measuring device. 
; Mr. Yates. Yes. That is sort of begging the question, because when 
; we speak of DMF and VORTAC, we are talking about two different 
systems, are we not? 

Mr. Roruscuttp. VORTAC is a combination of VOR and Tacan. 
Tacan has a distance-measuring element in it. 

Mr. Yares. I still think that you are begging the question. Through 
the hearings up to this pr esent hearing, when we discussed distance- 
measuring “equipment, we had two types of equipment that we were 
considering. One type of distance-measuring equipment we con- 
b sidered was known as DME; the other known as Tacan. VORTAC 
; now includes the Tacan type rather than the VOR/DME type, does 
it not? 

Mr. Rornscuivp, Right. 

Mr. Yares. Does this mean that you are going to scrap the $12 mil- 
lion plus that has been invested in DME equipment ? 

f Mr. Roruscuitp. It will be phased out; yes. 

Mr. Yates. You are answering these questions. Does that mean 
that your answers have the complete approval of the Secretary of 
> Commerce? 

Secretary Werks. Yes. 

Mr. Yates. And whatever Mr. Rothschild says here we understand 
iS your approval ? 

Secretary Werks. Yes. 

Mr. Yarrs. Did I understand you to say that the Air Coordinating 
Committee has approved the purchase of VORTAC now? 
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Mr. Roruscuip. It has adopted VORTAC as the element of the 
common. system to be used. 

Mr, YAres. When was this decision made? 

Mr. Roruscuip. August 1956. 


INSTALLATION OF VORTAC EQUIPMENT BY THE COMMERCIAL CARRIERS 


Mr. Yates. Have the carriers given you any indication that they 
will install the appropriate equipment in their aircraft in the event 
the Government purchases the VORTAC equipment ? 

Mr. Roruscuip, The carriers’ position throughout the long under- 
taking of the Air Coordinating Committee was that they did not 
care particularly which kind of equipment was chosen; they simply 
wanted a decision to be made. 

Mr. Yates. I do not think that is responsive to my question as to 
whether they have indicated to you in the event the Government de- 
cides to go ahead with the purchase of VORTAC equipment they will 
purchase the appropriate equipment for their aircraft. 

Mr. Roruscuip. I do not see they have any other choice, Mr. Yates. 

Mr. Yates. They do have a choice, because the Government bought 
over $12 million of ground equipment for DME and the carriers never 
bought matching equipment for their planes. Now we are scrapping 
the DME equipment and going to VORTAC. I think it is important 
to have some assurance from the carriers before we undertake a pro- 
gram that is to cost $132 million in 3 years, that the carriers will put 
the equipment into their aircraft so that this ground equipment can 
be used. Do you not consider that to be pertinent, or important ? 

Mr. Roruscutip. I believe it is important. We have no reason to 
doubt that that will not be done. 

Mr. Yates. Do you have any positive assurance that it will be done? 

Mr. Roruscuip. It is my understanding that the carriers have 
ordered VORTAC for their planes which are now on order, particu- 
larly the jet transports. 

Mr. Yates. What is the basis for that understanding ? 

Mr. Roruscuip. The basis for it is conversations with officials of 
the Civil Aeronautics Administration. 

Mr. Yates. Does the Civil Aeronautics Administration have any 
authority to compel the carriers to put the equipment in their aircraft ? 
wits: Roruscuiwp. I would have to check the record on that, Mr. 

ates. 

Mr. Yates. Do you not think it would be well for this committee 
to know before it begins to purchase VORTAC equipment that the 
carriers intend to go along with the program—to know this positively 
rather than to buy the equipment as we did in the case of DME and 
not have the carriers cooperate ? 

Mr. Roruscuiip. I am sure when the CAA people come up here in 
a day or so they will have much more precise information than I have 
on that. 

Secretary Weeks. I think that there is this to be said: The Govern- 
ment runs the airways, the Civil Aeronautics Administration runs the 
airways, and is responsible for safety of travel, and certainly the 
people who have their charter from the Civil Aeronautics Board and 
are running on airways we control and operate are bound to come up 
with the equipment that fits into that picture that we set up. 
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Mr. Yares. Mr. Secretary, let me point out that either 2 or 3 years 
ago, when you appeared before the committee, you recommended the 
purchase of DME equipment, even though there was a controversy 
pending at the time between those who wanted DME and those who 
wanted Tacan. At that time you stated to this committee in justi- 
fying the purchase of DME equipment that in your opinion it con- 
tributed to safety and, therefore, you were recommending its purchase 
for the Federal airways system. 

Now you make the same statement with respect to VORTAC. That 
is the only reason you are attempting to justify the purchase; yet the 
carriers did not buy the equipment for DME even though we approved 
the purchase of DME equipment. Now, you are asking us to approve 
the VORTAC equipment without this committee having been in- 
formed whether the carriers have approved it and propose to go along 
with it. 

Secretary Werks. We will have that answer for you. 

Mr. Yates. You think it is important that we know that; do you 
not ? 

Secretary Werks. Yes; I think it is very important. 


REDUCTION IN PERSONNEL SINCE 1953 


Mr. Yatrs. If I may go back to a question that Mr. Rooney asked 
regarding your statement that there were 6,000 less personnel now in 
the Department of Commerce than in January 1, 1953, can you tell 
me where those reductions have taken place ? 

Secretary Werks. May I have the question again, please ? 

Mr. Yates. You stated to the committee that the Department of 
Commerce now has 6,000 less personne! on the payroll than it had on 
January 1, 1953. My question is, Where have those reductions in 
force taken place? 

Secretary Weeks. For the period that I cited, regular full-time 
employment, about 45,500, and it is now about 40,000. A good deal 
of that was in the dropoff of the NPA. 

Mr. Yares. How many went off the payroll because of the discon- 
tinuance of that function ? 

Mr. Nietson. That was close to 2,000 or 3,000 positions. 

Mr. Yates. That agency was discontinued when controls were aban- 
doned ; is that correct? 

Secretary Werks. That is correct. Then you have on this chart 
a dropoff of 200 in the Bureau of Foreign Commerce and about the 
same in the Office of the Secretary. You have in the Bureau of the 
Census some dropoffs. Here is the chart [handing], if you want to 
see it. I would have to give you a list of comparisons, which I would 
be glad to do for the record. 

Mr. Yates. I would like to have that list prepared for the record 
just to show the changes that have taken place so that now if we move 
into another era of employment which will raise the figure almost 
back to the 50,000 level we may know where the personnel has been 
included and where it has not. 

Mr. Preston. We will be glad to have that information. 

(Norre.—The information requested appears on p. 28.) 
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SMALL-BUSINESS ACTIVITY 


Mr. Yates. There is an item in this budget which appears on page 
501 of part 1 of the Department of Commerce’s justifications that says 
that you are requesting $536,000 for a staff of program advisers and 
an office of small business to coordinate and formulate operating 
programs. 

Has the Department of Commerce until this time had no office of 
small business, or any department of small business ? 

Secretary Werxs. We have had one right along. 

Mr. Yates. Is this an expansion of that progrt am ? 

Mr. Nietson. Mr. Yates, are you referring to page 501? 

Mr. Yares. Page 501, the last paragraph, ‘subparagr aph (b), which 
says that there is an item of $536,000 for that purpose. 

Secretary Weeks. I do not think that is right, Mr. Chairman. 

Mr. Nretson. Mr. Yates, the statement is shown on page 501, On 
page 511 is shown this total of $536,000 which is our total cost for 
1958, for the staff services of the Business and Defense Services 
Administration. You will note that there is an increase there of 
$77.000 over 1957, which represents $27,000 for contributions to the 
retirement fund and $50,000 for a new program for executive reserve 
training. That is the only increase that is in there. Other than that 
the total for 1958 represents the staff services of the Business and 
Defense Services Administration which includes four positions for 
an Office of Small Business which we have retained in the BDSA. 

Mr. Yares. Is this the only Office of Small Business in the entire 
Department of Commerce? 

Mr. Nrexson. This is the only Office of Small Business. 

Mr. Yares. And the function of that office is as appears at page 512 
of the justifications, and I will read for the record: 

The function of the small-business staff is one of coordination of the Depart- 
ment’s regular activities for the maximum benefit to small business generally. 
This function of coordination takes two forms, external and internal, First, 
it is the responsibility of the staff to work cooperatively with officials of the 
Small Business Administration to prevent duplication ef projects and expenses 


and to make the facilities, research, reports, statistical data, and publications 
of the Department available to that agency. 


Does it take that much money to do that ? 


Second, it is the responsibility of this staff to coordinate the research, reports, 
and programs of the several activities of the Department so that such regular 
functions of service to all business will take into account the positions of 
small-business concerns and have practical value to them. 

Is that the only function of the Office of Small Business in the BDSA 
and in the whole Department of Commerce ? 


SERVICE TO SMALL BUSINESS 


Secretary Werks. The Department of Commerce, the BDSA, and 
the OBE are working for all business. This particular office which 
will be described completely when the BDSA staff people come before 
the committee is in effect a liaison office to carry out instructions of 
Congress, among other things, and to carry out the instructions of the 
Appropriations Committee who last year told us to do everything 
we could to avoid duplication between the Department of Commerce 
and the Small Business Administration. 
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This, Mr. Chairman, can be completely explained by the people who 
operate this particular agency. 

Mr. Yares. You think that you do not know how the office operates? 

Secretary Weeks. I never said that. 

Mr. Yates. You said that it could be explained. 

Secretary Werks. It can be explained in detail. I can not explain 
in detail everything that goes on in this whole operation and I do not 
pretend to. 

Mr. Yates. I happen to be on the Small Business Committee of the 
House and I am interested in the operations of small business, I have 
often wondered what the Department of Commerce does, if anything, 
in the interest of small business. Throughout this entire justification, 
and I have tried to read it very carefully, I find only this one reference 
to small business. 

Secretary Werks. Everything we do is for all business, big, little, 
and medium. We do not make fish of one and fowl of the other. We 
try tohelp business. That is what we are there for. 

Mr. Yates. Is this all the Department of Commerce does in the in- 
terest of small business, that which appears in this first paragraph on 
page 512 of the justifications? 

ecretary Wrexs. By no means. 

Mr. Yares. What else do you do? 

Secretary Werks. Everything that the Bureau of Foreign Com- 
merce and the BDSA does is to help sma)] business and big business. 

Mr. Yates. What do they do in the interest of small business? You 
say everything it does is in the interest of big business and small busi- 
ness. My question is, What does it do in the interest of small business? 
I know what it does in the interest of big business, but what does it 
do in the interest of small business? 

Secretary Weeks. Mr. Rothschild, the Under Secretary for Trans- 
portation, and Mr. Mueller, the Assistant Secretary for Domestic 
Affairs, and Mr. McClellan, Assistant Secretary for International 
Affairs, will be glad to tell you all about what they do. 

Mr. Yares. I would be glad to listen to them, but I do not want 
to lose my thought on this. I want the Secretary’s opinion. I thought 
he would have something to say as to what the entire Department was 
doing in the interests of small business. I would assume that the 
Secretary would know what his Department was doing with respect 
to small business. I intend to ask his assistants that question, but this 
is not the appropriate time to ask that question of his assistants, 

Now, as far as I know, the only effort that the Department of 
Commerce is undertaking with respect to the interests of small busi- 
ness appears in that paragraph on page 512 of the justifications. I 
have not seen anything else in the justifications that is in the least 
devoted to the interests of small business. 

Secretary Weeks. The whole operation of the Commerce Depart- 
ment is devoted to the interests of all business, big and little. 

Mr. Yates. That being a repetition of your previous answer, I guess 
that I will have to accept that as an answer to this question. 

I have one further question, and that is with respect to the increase 
in the purchase of air-navigational equipment. 
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CAPACITY OF INDUSTRY TO PRODUCE AIR-NAVIGATION EQUIPMENT 


When the Department of Commerce appeared before the committee 
last year it proposed to purchase, I think, $40 million of equipment 
or asked for fats $40 million. It stated at that time that it was not 
asking for the $54 million it had originally requested of the Bureau 
of the Budget because the manufacturers were not geared to supply 
air-navigation equipment in excess of $40 million worth. 

Is industry i in a position to furnish the amount of equipment you 
are requesting in this budget, or is this additional request attributable 
to the crash that occurred in Arizona last year ? 

Secretary Weexs. Before Mr. Rothschild answers that question I 
may say this program is going along as rapidly as we can push it 
irrespective of any crash that occurred. We are trying to make air 
travel safe and, as a matter of fact, the year 1956 was on the basis 
of our measurements the safest year for air travel in the whole record. 
Is that not correct, Mr. Rothschild ? 

Mr. Roruscump. Yes. 

Mr. Yates. That may be true, Mr. Secretary, but I remember very 
well the testimony that the Department gave this committee last year. 
T was interested in making available all the navigational equipment 
that was necessary to establish safety in the airways, and I asked why 
you could not use $54 million. The answer was given that you could 
not buy enough equipment. Then the crash occurred over Arizona 
where you had the DC-7 of the United Air Lines and the Super Con- 
stellation of the TWA crashing into each other. Immediately after the 
investigation by the Interstate and Foreign Commerce Committee of 
the House there was a speedup of that program. I do not know what 
could have provoked the speedup of the program other than the crash 
because this committee certainly tried to speed it up and we were 
restrained from doing so. Now as a result of the crash we find an 
expanded program. 

Mr. Roruscuttp. As the Secretary indicated, it was not only because 
of that and other things, but our general desire to make air travel safer 
than the original 5-year plan which we submitted last year in support 
of our original request was compressed into a 3-year plan, Mr. Yates, 
and has since been extended for some subsequent years. 

To answer your question about manufacturing capacity, when it is 
learned that the Government is interested in purchasing its programs 
faster, it generally follows that additional capacity is found, or made 
available. 

INDEPENDENT STATUS FOR CAA 


Mr. Yares. In view of the expansion of the air industry and in view 
of the very critical problems that have been presented as a result of 
moving into the jet age and as a result of the need for constant super- 
vision and safety and progress in transportation, why should not the 

Civil Aeronautics Authority be a separate, independent agency? Why 
should it be under the domination of the Department of Commerce ? 

Mr. Roruscuiip. There are many reasons forthat. Extensive hear- 
ings on that subject were held in the Senate. 

Mr. Yates. That is right. 
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Mr. Roruscnitp. One of the principal reasons is that the whole dut 
of supplying transportation coordination within the executive brane 
of the Government has been given to the Department of Commerce 
and because the Department has the duties that coordination can best 
be achieved by keeping it within a single unit of Government. Be- 
sides that, independent agencies have great difficulty in being able to 
state their problems at the highest levels simply because the more 
independent agencies the Government has the less chance there is for 
them to get the—— 

Secretary Werks. I will add to that that the Department of Com- 
merce 50 years ago was set up to provide, foster, and promote foreign 
and domestic commerce and transportation, and every trend in the last 
25 years has been to bring down the number of independent agencies 
ad to encompass within the executive departments all that could be 
brought in. You get better organization; you get better supervision. 
An independent agency is often on a loose pulley and reports into the 
White House and there is not a staff to adequately give the supervision 
it should be given. This has been the trend for 25 years, Both of the 
Hoover reports and all the actions of the Roosevelt and Truman ad- 
ministrations and this administration have been to try to bring these 
independent agencies within the jurisdiction of one of the departments. 

Mr. Preston. The committee will stand adjourned until 2 o’clock. 


AFTERNOON SESSION 
Monpay, Marcu 11, 1957. 
GENERAL ADMINISTRATION 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

WALTER WILLIAMS, UNDER SECRETARY, DEPARTMENT OF COM- 
MERCE 

THEODORE HARDEEN, JR., DEFENSE AIR TRANSPORTATION ADMIN- 
ISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 








1956 actual | 1957 estimate | 1958 estimate 
a 
Program by activities: 
Oe A he inavanenpussmidaeosmbesianta $463, 71 $515, 000 $577, 380 
2. Departmental staff services. ............-.--.--.-----.- 1, 287, 622 1, 348, 800 | , 438, 790 
eS ee ee 564, 434 599, 300 | ‘ 
4. Air transport mobilization planning.................... 74, 153 76, 000 79, 930 
5, Coordination of release of strategic information......... 49, 710 69, 300 | 105, 100 
ape GRMN oe tpnnctcnnisphifionencsnenmnnn | 2,439,628 | 2,608,400} 2,835,000 
Financing: 
Comparative transfers from (—) other accounts. .........- = 145 CEB | nn chides lent dcccseesent 
Unobligated balance no longer available. ................. 15, 824 |-..----------- [una -neeeqeoe 
Appropriation (adjusted) ...................-..--------- 2, 312, 500 2,608,400 | _ 2,835,000 
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Obligations by objects 








Total number of permanent ee I is dt I Be 
Full-time equivalent of all other positions 
a number of all employees...._____ 

Number of employees at end of year 


Average salaries and grades: 

teneral schedule grades: 
Average salary. 

Average grade 





01 Personal services: 
IIE, SO Bln nen iain duemsaeeee 
Positions other than permanent._-..................--- 
Regular pay above 52-week base_.......-.....--..--..- 
Payments above basic rates 


Other payments for personal services.................- | 


"oun perme Ger vieeess. oe coo ccc ce ok 
OD: PE i ih ci Ghden SSNs b56bS cee adedide doer este 
03 Transportation of things 
04 Communication services._...................----.-.------ 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other oo 10ch bce co wiasssaciees 
08 Supplies and materials.............. ; 
ed. a Le 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund-_-...........---- 
13 Refunds, awards, and indemnities 
ns cnconnotcnanauudcuncscacenctsene ae 


Total obligations 











Budget authorizations, expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 


DED i, sth biteiitimdiidistiinitinicinscccehane anon ett 
Transferred (64 Stat. 1263) from— 
“Salaries and expenses, Bureau of the Census’’_--- 


$2, 312, 500 | 


“Salaries and expenses, Business and Defense Services | Te 


Administration” 


“Export control, Bureau of Foreign ‘Commerce’... al 


‘Expenses, National Bureau of Standards” 


Adjusted appropriation... .....................--.-.-..-- 
Obligated balance brought forward _ 


Total budget authorizations available................-- 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations.................-- awh 
Out of prior authorisations......................... 


Balanee no longer available: 
Unobligated (expiring for obligation) -- 
Other__ 

Obligated balance carried forw ard. 


Total expenditures and balances-..........-. 


Mr. Preston. 

The next item which we will take u 
tion, or the Office of the Secretary. 
committee print. 

We will insert pages 2 
in the record. 


| 2, 312, 500. 
232, 119 


- 2 mn 619 | 


}- — ——- 


| 2,195, 448 | 
230, 650 


2, 426, 107 


15, 824 | 
429 
102, 259 | 


2, 544, 619 | 





1956 actual | 1957 estimate etimate | 6 esti 1956 estimate 
| 344 345 350 
4 3 4 
326 340 345 
333 | _ 340 BAS 

[~ 
$6, 746 | $6, 830 $6, 929 
GS-8.7 GS-8.8 | GS-8.8 
ae pce — — i ———————— 
$2, 186, 390 $2, 359, 800 $2, 418, 500 
33, 737 31, 700 | 34, 300 
9; 0080). sad. Aga 9, 300 
7, 261 6, 600 | 6, 600 
6, S00". Coss. iD aA 
2,242,430 | 2, 308, 100 | 2, 468, 700 
31, 016 32, 900 32, 900 
13 100 | 100 
45, 389 46, 100 | 46, 100 
47, 552 £7,000 | 47, 000 
36, 675 | 37, 300 | 37, 300 
hauspiibusdated 17, 000 | 17, 000 
: 22, 511 22, 900 26, 900 
| 11, 152 5,000 | 5, 000 
Lh exis ees : 152, 000 
006 4.4. ects acdaaeehd-— . 
1,795 | 2, 000 | 2, 000 
| 2,439,628 | 2, 608, 400 | 2, 835, 000 
1956 actual | 1957 estimate | 1958 estimate 


$2, 450, 000 | 


a a ae 

a 30, 000 — 

| 106,000 |..02. 2. 

| Ns . 

2, 608, 400 | 2, 835, 000 

102, 259 | 135, 659 

2, 2,710, 659 2, 970, 659 

2, 478, 000 | 2, 695, 000 

97,000 | 126, 000 

| 2, 575, 000 2, 821, 000 

} 

| | 

135, 659 140, 659 

2, 710, 659 | 2, 970, 659 





The committee will come to order. 
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(The pages referred to follow :) 
SALARIES AND EXPENSES 


Summary of requirements 


Appropriation, 1957 (regular bill) 


Add transfers from: 
“Salaries and expenses, Bureau of the Census’’ ee ca 
“Salaries and expenses, Business and Defense Services Administration”’ 
“Export control, Bureau of Foreign Commerce”’ 
‘Expenses, National Bureau of Standards” 


Total. _- 


Base for 1958___- 
Net difference, 1958 over 1957: 


Requirements 


| 1957 ] 1958 

adjusted estimate 

Executive direction of the Department | $516, 000 | $577, 380 

Departmental staff services 1, 348, 800 1, 438, 790 

Administrative services. | 599, 300 | 633, 800 
Air transport mobilization planning -| 76, 000 79, 930 | 

Coordination of release of strategic information.--_.--| 69, 300 | 105, 100 

J x 2a ? 

Gross requirements. -.-- 2, 608,400 | 2, 835, 000 


Total estimate of appropriation, 1958 


Difference, 
nerease (+ 
or de- 


| crease ( 





} +-34, 500 
+-3, 930 
} -+35, 800 


+226, 600 


$2, 450, 000 


6, 700 
30, 000 
106, 000 
15, 700 
158, 400 


2, 608, 400 


226, 600 


2, 835, 000 
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Mr. Preston. We are glad to have with us the Assistant Secretary 
for Administration, Mr. George Moore. 

Mr. Moore, do you have a prepared statement which you desire to 
present to the committee? 

Mr. Moore. Yes, sir; I have, Mr. Chairman. 

Mr. Preston. We will be glad to hear it at this time. 

Mr. Moors. I would like to read it, sir. We made it very short this 
time. 

Mr. Preston. Proceed. 


GENERAL STATEMENT 


Mr. Moore. Mr. Chairman and gentlemen of this committee, I am 
happy to appear before you to discuss our administrative program and 
budgetary requirements for fiscal year 1958. 

We are requesting under this account a total of $2,835,000. The 
Congress appropriated $2,450,000 for the current year. Effective July 
1, 1956, the Secretary, under authority of Reorganization Plan No. 5, 
transferred to the Office of the General Counsel those employees en- 
gaged in legal work in the Bureau of the Census, the National Bureau 
of Standards, the Business and Defense Services Administration, and 
the Bureau of Foreign Commerce. The purpose of this transfer was 
to enable the General Counsel to make more effective use of legal per- 
sonnel within the Department through more immediate direction and 
utilization of available manpower. The amount of $158,400 was ac- 
cordingly transferred from the affected bureau appropriations to 
“General administration.” Thus, the adjusted appropriations for this 
account in 1957 is $2,608,400. This amount of $158,400 is an offset in 
the bureaus’ estimates, and is not an increase in the overall total of the 
budget. The amount of $2,835,000 requested for 1958, therefore, re- 
flects an increase of $226,600 over the adjusted amount for 1957; 
$152,000 of this amount is required for payment to the civil-service 
retirement fund in accordance with Public Law 854, 84th Congress. 
Only $74,600 is to provide staff increases and a nominal amount for 
other objects which I would like to mention in relation to the offices 
concerned. 

In the immediate Office of the Secretary, two positions are held 
vacant during this year in order to absorb increased executive pa 
costs approved by the Congress. Funds are requested to fill those 
positions in fiscal 1958. 

The Department’s responsibilities in the area of transportation have 
been greatly increased in volume by recently enacted legislation and 
other developments which will extend over the years ahead. The 
Under Secretary for Transportation has responsibility for this pro- 
gram as carried out by the Department. We are asking for two 
positions to provide him with additional staff assistance. 

For the Office of the General Counsel, we are asking $4,000 to annual- 
ize positions which will not be filled for the entire fiscal 1957. 

In the Office of Strategic Information, we are requesting funds to 
provide for three positions on the staff which supports the Interde- 
partmental Advisory Committee on the International Exchange of 
Nonclassified Information. Salaries of these employees have been 
supported for the past 2 years by contribution from agencies repre- 
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sented on this committee, with the understanding that the Depart- 
ment of Commerce would request funds for this purpose after staffing 
requirements could be determined on the basis of actual operating 
experiences. It has now been determined that these three positions 
represent the minimum personnel required and funds are requested 
for this purpose. In addition, the amount of $4,000 is requested for 
the yarchate of non-Government publications to be used in connec- 
tion with the international exchange program. 

This year, Mr. Chairman, we are again requesting the committee’s 
approval of a language provision to enable the Defense Air T ranspor- 
tation Administration to make expenditures from our aviation war- 
risk insurance revolving fund. Binders will be issued to air carriers 
which will become war-risk insurance automatically on the outbreak 
of war. This fund can be instituted without appropriation and the 
administrative expenses of the program will be paid from fees charged 
for the binders. Mr. Chairman that concludes my statement. I shall 
be glad to answer such questions as you gentlemen may wish to ask. 


OFFICE OF THE SECRETARY 


Mr. Preston. How much of this is chargeable to the Secretary’s 
Office? Is that amount $15,700? 

Mr. Moore. Totally? 

Mr. Preston. The increase ? 

Mr. Nretson. $15,700 is the answer. Those are the two positions 
which Mr. Moore referred to in his statement which we have held 
yacant in order to absorb the cost of the executive pay bill. 


UNDER SECRETARY OF TRANSPORTATION 


Mr. Preston. What is the basis for the increase of $12,400 for the 
Under Secretary of Transportation ? 

Mr. Moorr. We would like to have one transportation economist 
and a clerk added to that Office. 

Mr. Preston. Last year you had an increase of $30,600 for positions 
in that Office; did you not? 


INCREASE IN TRANSPORTATION RESPONSIBILITY 


Mr. Moore. Yes, sir. Mr. Chairman, with the responsibilities 
which the Under Secretary’s Office has in the transportation field, we 
feel that we must have adequate staff to cover these activities. The 
addition of one transportation economist and a clerk will give us the 
minimum staff that. we need during this next year. 

Mr. Preston. Well, that is something which would be desirable if 
not entirely essential; is it not? 

Mr. Nretson. Mr, Chairman, we feel that it would be essential to 
us in terms of these programs and particularly with the addition of 
the big roads program. As Mr. Weeks mentioned earlier, he felt 
that this addition was extremely essential from the standpoint of the 
general administration of the Department. 

Mr. Preston. What is the transportation economist going to do for 
Mr. Rothschild ? 
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Mr. Moore. Well, let me see if we do not have it pretty well laid 


out here. 


In the new activities there will be the investigation of the economic 
impact of the St. Lawrence seaway on transportation as it relates to 
foreign trade, area development, port facilities, and competition 
among carriers. In addition, there will be participation by depart- 
mental representation and staff analysis in negotiations for aviation 
bilateral agreements. Those are some of the things we would do with 
this additional manpower. 

Mr. Presron. You have other people in the Government who are 
going to be doing the same thing and other people in Commerce will 
be doing some of the same things, will they not ? 

Mr. Moore. But it has to head up through the Office of the Under 
Secretary for Transportation, and I think he should have people 
representing him when these analyses are being made. 


PRESENT TRANSPORTATION STAFF 


Mr. Preston. He has some assistants already. 

Mr. Moore. Yes, sir; he has. 

Mr. Preston. I have forgotten how many. 

Mr. Moore. I havea list here of his own staff. 

Mr. Preston. How many assistants does he have? 

Mr. Moore. There is a Deputy Under Secretary; he has an assistant 
to the Under Secretary at grade 16; he has a grade 15 transportation 
economist and program coordinator at grade 15; he has a transporta- 
tion economist, 1 at grade 12 and 2 at grade 13, and then we have a 
secretary to the Under Secretary at a grade 11. There is another 
transportation economist at grade 9, and we have 7 secretaries. We 
are asking for this clerk-stenographer and one transportation econ- 
omist. 

Mr. Preston. He is running over with transportation economists 
already; is he not? 

Mr. Moore. We have four. 

Mr. Preston. We donot want to spend too much time on that. 


OFFICE OF GENERAL COUNSEL 


Let us talk about the $4,000 for annualizing in the General Coun- 
sel’s Office. 

Mr. Moore. Actually it is the difference between $15,000 and $19,000 
on the pay increase of the General Counsel. When we come up with 
all these figures of 0.2 and 0.1 man-years, and so forth, we get quite 
involved but, actually, that is what it is. 

Mr. Nretson. This represents, as Mr. Moore said, the increased pay 
of the General Counsel of the Department from $15,000 to $19,000 
and in order to absorb the executive pay cost positions were held 
vacant. 

Now, what this does is to allow us to continue those positions, and 
this $4,000 would take care of it. 
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INTERNATIONAL EXCHANGE PROGRAM 


Mr. Presron. Mr. Moore, do you know anything about this $4,000 
requested to purchase non-Government publications to be used in 
connection with the international-exchange program ? 

Mr. Moore. I know that in this international-exchange program, 
from which we are getting a great deal of good, we have to fill the 
requests if we are going to get an exchange. Some of the things are 
not eo publications, and we would have to buy them on the 
outside. 

Mr. Preston. All right, sir. 

Are there any questions, Mr. Thomas? 

Mr. Tuomas. No questions. 

Mr. Preston. Do you have any questions, Mr. Clevenger ? 


NEED FOR FILLING VACANCIES IN OFFICE OF THE SECRETARY 


Mr. Crevencer. It occurred to me that if you got along quite well 
during this last year without filling these positions; why not continue 
to keep them vacant ? 

Mr. Moore. In what area, Mr. Clevenger ? 

Mr. Cievencer. Well, in that area where you just mentioned the 
two positions that you did not fill. 

Mr. Moorr. In the Office of the Secretary or the Under Secretary? 

ve Cievencer. Would it be a hardship to you if you did not fill 
them 

Mr. Moore. I feel that it would. We have to give the proper support 
to the Secretary, and we did skimp to meet this pay raise. We had 
a pay raise there of twenty-nine thousand-and-some-odd dollars that 
we had to absorb. 

Mr. Cievencer. You have more money also; do you not? 

Mr. Moore. Yes, sir. It is $29,700. 

Mr. Tuomas. Will the gentleman yield? 

Mr. CLeveNGER. Yes, sir. 

Mr. Tuomas. Mr. Clevenger, we had better give these people all 
the help they want. 

Mr. Cievencer. Well, I guess we will have to. 

Mr. Tuomas. For every dollar you spend up here at the top, you 
ought to save 4 or 5 times that much down below. That is a pretty 
good rule to follow. : 

Mr. Nretson. Mr. Clevenger, in connection with having 1 or 2 
positions at the Secretary level, with this tremendous workload that 
falls on the Secretary, we feel that we have to have those people 
in order to carry out the number of routine things from day to day 
that come up. 

Mr. Curvencer. My concern was more for John Q. Public in get- 
ting hold of the money to pay for them. 

Mr. Moore. Well, Mr. Clevenger, we are very conscious of that also, 
and that is one reason why we absorbed the executive pay bill rather 
than bring a supplemental up to the Congress after this law was 

assed. 
' Mr. Bow. Mr. Chairman, I am reminded that the gentleman from 
up in northwestern Ohio, Mr. Clevenger, has always stood for economy 
and he was just following out his usual feeling that sometimes we 
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have too many chiefs and not enough Indians. I agree with him. 
What will these men do? 

Mr. Moors. They will act—I suppose I should not say as “leg men,” 
but actually that is about what they will do. We have had 3 to 4 
assistants to the Secretary that are busy all the time with every con- 
celv able task, checking of programs, answering congressional mail, 
answering mail that comes in from all over the country, in coor dina- 
tion of programs, and so forth. Last year we have had only two 
of those people and there has been a terrific burden on them, and 
I do not think we are getting the job properly done. 

Actually, we were sweating blood in order to make some of these 
savings and pay some of our bills without coming up for additional 
money. Iam very sincere about that. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Preston. Mr. Horan, do you have any questions ? 

Mr. Horan. No questions, Mr. Chairman. 


PROGRAM OF OFFICE OF STRATEGIC INFORMATION 


Mr. Preston. I think this is a good time to discuss the need for 
three additional people in this Office of Strategic Information. We 
would like to hear from you on that at this time, Mr. Moore. I want 
to forewarn you that you are carrying an extremely heavy load. 

Mr. Moore. I understand that, Mr. Chairman. 

We have had this program in our Department now for some little 
time. In the Department we are convinced that a great deal of good 
ean come out of such a program. It divides itself, I would say, 
roughtly, into three parts, and Mr. Williams will correct me if I am 
wrong. 

We give advice to other Government agencies concerning questions 
they have about information which could be prejudicial to the secu- 
rity of our country. We also give advice to industry and business 
and outside interests in the same area. 

Third, we have control, I suppose that is what you would say, 
within the executive branch, of the exchange of Government- printed 
publications for similar publications from the Iron Curtain countries. 

That program is getting underway now, and is doing us a lot of 
good. Those are the objectives, as I see them, of the Office of Strategic 
Information, and I, for one, would hate to see this program simply 
given up because we can be exceptionally helpful to this country of 
ours by keeping those objectives clearly in mind and doing something 
in those areas. 

Mr. Preston. Do you believe it is important enough that you need 

three more people for that? 

Mr. Moorr. We, actually, have not had the three people in the 
budget because we had borrowed money, I might say, from other 
agencies to make up this differential. You see, we were given onl 
about $69,000 but the total program ran about $100,000. The dif- 
ference is made up from donations from other agencies to keep us 
going until we knew what kind of a program we should have. 

Now, we feel that nine people will do this job successfully. 

Mr. Preston, How many agencies in the Government do you sup- 
pee are collecting similar data from other countries behind the Tron 
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Mr. Moore. I cannot tell you how many are doing that, but I would 
say to you that one that is doing it that I have heard of is the National 
Science Foundation, but in a completely different area from us. We 
get the requests from all the different bureaus in Government as to 
what they want and attempt to trade what the other people want 
for the material that we want. 

Mr. Preston. Do you have any figures here about the workload of 
this operation as to how many requests from other agencies of Gov- 
ernment you have had? 

Mr. Moore. I do not have that with me, but I can supply that in- 
formation for the record if you so desire. 

Mr. Preston. Well, that makes us wonder, when one committee of 
Congress goes into it very thoroughly and recommends that the Office 
be discontinued. 


DUPLICATION OF INTERNATIONAL EXCHANGE OF INFORMATION 


Mr. Tuomas. It is a perfect duplication of the work which is carried 
on down the street here in the Smithsonian Institution. 

Mr. Moore. I do not believe so, sir. 

Mr. Tuomas. They are the official “sender outers” of all informa- 
tion. Everyone prints that stuff and sends it over to them, and they, 
in turn, send it out. What do you do different from what they do/ 

Mr. Moore. I did not know that the Smithsonian Institute was 
charged with the responsibility of sending out printed Government 
material. 

Mr. Tuomas. I do not think it is a matter of law, and it is not 
mandatory, but it is certainly an accepted fact. They spend a whole 
lot more money on it than you do. 

Mr. Moore. I will have to look into it, because I did not understand 
it that way. So far as I know we are the only ones charged with this 
exchange program. 

Mr. Preston. The Bureau of Standards undertakes to do the same 
thing; do they not? 

Mr. Moore. Not on Government printed material, sir. When we 
have scientific knowledge and papers and so forth, of course, that flows 
like water, but they do not make exch anges with these other people. 

Mr. Preston. Give us an example of the type of document that is 
nonscientific that we would be interested in getting from foreign 
countries. 

Mr. Moore. Do you have any list on those, Mr. Seago ? 

Mr. Seaco. No, I do not, Mr. Moore, but one excellent example 
would be information on port facilities indicating the widths and 
depths of the channels. 

Mr. Moore. We are getting things like that, Mr. Chairman. 

Mr, Seaco. Yes, sir; unclassified material. 

Mr. Preston. Would not the Hydrographic Office of the Depart- 
ment of the Navy have the same information? I would think that 
they have every bit of it. They have to have it. It is unthinkable 
that the United States Navy would not have that information about 
every port. 

We had j it when World War II started, and we were able to navigate 
in the North Sea up around the Baltic area. 
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You have stepped right into the Navy’s jurisdiction when you men- 
tion that as a typical example. 

We do not want to spend too much time on this item, unless other 
members of the commitee may have some questions. 


TRANSFER TO THE LIBRARY OF CONGRESS 


What about the $17,000 transfer to the Library of Congress last 
year? What did they do with that money ? 

Mr. Moore. They handle the bibliographic aspects of our exchange 
pro am. 

r. Preston. Completely ? 

Mr. Moore. On the exchange; yes, sir. 

Mr. Preston. The exchange of information and documents? 

Mr. Moore. Documents back and forth. 

Mr. Preston. Well, you lost effective control of it then, if you 
turned it over to the Library of Congress. 

Mr. Moore. No, sir; we told them what we would like to have, and 
told them what to send to other countries. We had complete control 
but they were the sending organization for us. 

Mr. Preston. What method do they have to get information out of 
Iron Curtain countries that you do not have through your commer- 
cial attachés who are located here and there? 

Mr. Moore. That is done also, but this is the direct exchange. When 
we get requests for our information then we try to make a deal, or a 
trade with these people. We get a lot of requests, you know, for 
Government-printed documents, and other documents. 

Mr. Preston. Ours, you mean. 

Mr. Moore. Yes, sir; ours indeed, and for which we have not been 
getting anything. 

Mr. Preston. That is exactly what I am afraid of; we furnish ours 
to them and get very little in return. 

Mr. Moorg. This is the first time we have ever tried to get anything 
in return, unfortunately. 

Mr. Preston. When was this office created ? 

Mr. Moore. I think it was a little over 2 years ago, if my memory 
serves me right. 

Mr. Nretson. November 1, 1954. 

Mr. Preston. Does the Library of Congress have some world 
organization through which it operates? 

Mr. Moore. Well, they have connections, I suppose, all over the 
world. 

Mr. Tuomas. No; they just have the English-speaking connections. 

Mr. Moore. All right; 1 will put it that way. 


NUMBER OF PERSONNEL 


Mr. Preston. How many positions do you have presently filled 
for the entire appropriation in 1957? 

Mr. Ntetson. You are talking about the entire appropriation for 
general administration ? 

Mr. Preston. That is right. 

Mr. Nierson. The actual employment, Mr. Chairman, as of Feb- 
ruary 28, was 319. 

Mr. Tomas. Out of your 340? 
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Mr. Preston. And you have requested 350? 

Mr. Nretson. 94 yes, sir. 

Mr. Preston. I do not suppose there is any use to ask this question, 
but do you plan to fill those vacancies? 

Mr. Nierson. Mr. Chairman, there are some areas, yes, where we do 
plan to fill them. 

As an example, in the Office of the General Counsel because of the 
resignations we are down about seven positions. Just the day before 
yesterday the General Counsel was talking to me about this, and he 
was very much concerned. He has four candidates lined up, and I 
would not be surprised but what he has put the papers through to 
fill at least four of those jobs. That is also true in 2 or 3 of our “other 
areas. As an example, in our Accounting Operations Branch we were 
down there and a part of it is 

Mr. 4 ,Tps. What do you mean by “down there?” 

Mr. Nrerson. Well, we are “down” in terms of our authorized 
strength because we are trying to locate qualified people to take some 
of those jobs. Now, again, since the date that I gave you of February 
28 there may have been 2 2 or 3 of those jobs filled. 

Mr. Preston. You had funds on hand for a full-year employment 
for 326? 

Mr. Nretson. We do have the funds available in order to come up 
to our authorized strength. 

Mr. Preston. That is not answering the question very directly. 
You do not have the funds on hand for a full 12 months’ employment ; 
do you? I understand that money could not be spent anyway. 

Mr. Nretson. Mr. Chairman, we did have funds on hand, at the 
beginning of the year. 

Mr. Preston. That is right. Well, of course, we appropriated it, 
but what has happened to the money ? 

Mr. Nretson. We still maintain the strength that we did have 
overall in General Administration. This past year, in 1957, we had 
a total of about 326 positions authorized, and the funds in order to 
carry that out. 

Mr. Yates. I do not understand that answer, Mr. Chairman. May 
I ask if he is treating this as a lump-sum appropriation ? 

Mr. Niexson. Yes, sir; for this discussion. 

Mr. Yares. I do not like to interrupt—— 

Mr. Nrerson. There is a total amount, Mr. Yates, that was appro- 
priated in 1957 of $2,450,000 with the maximum number of positions 
of 326. 

The request for 1958 is $2,835,000 with a maximum number of posi- 
tions of 350, 

Mr. Tomas. What Mr. Yates is driving at is that you do not make 
any refund to the Treasury. 

Mr. Nretson. Mr. Thomas, I think there is always some of our 
appropriation that we turn back to the Treasury at the end of the 
year, and if we have further resignations or if we do not put people 
on come June 30, there is no question but what there would be a certain 
amount that will go back. However, that is a normal operation in 
any Government agency and within any of these appropriation 
accounts. 
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TRANSFER OF FUNDS WITHIN APPROPRIATIONS 


Mr. Preston. Mr. Nielson, do you also sometimes juggle this money 
around a little bit and use some of it for other objects ‘instead of for 
salaries ? 

Mr. Nietson. Mr. Chairman, we have tried very religiously, to 
maintain our other objects and our personal service costs pretty much 
on the basis that we present to this committee. 

Mr. Preston. I think that is a weak answer. 

Mr. Yartes. Is that an answer of “yes” to the question ? 

Mr. Preston. That is one of these “yes”, and then again “no”, 
answers. 

Mr. Rooney. It sounds like the State Department. 

Mr. Moore. We are trying to get a little honesty in this thing, 
though, 

Mr. Yates. Does that mean there is no honesty there now? 

Mr. Moore. No, sir; I say we are really trying to get real honesty 
in it; I mean it sincerely. 

Mr. Presron. What you are in effect saying is, if there is any of 
that done, it is of such a minor nature that it is insignificant ? 

Mr. Nietson. That is right, Mr. Chairman, and if I may, I would 
like to call to your attention page 5, which shows in 1957 the number 
of positions and also the positions in 1958 for each of our organiza- 
tion units, together with the permanent employment as shown in 
the right- hand column of that schedule. I believe you can see from 
that schedule that we are in line with what we presented in 1957. 

Mr. Preston. Well, I will agree that those two columns do look 
very favorable. 

Mr. Nretson. And I think you can be assured that we are not 
making much deviation as you can see in those two columns from 
year to year. 

Mr. Preston. All right. 


REGULAR PAY ABOVE 52 WEEKS 


Mr. Preston. What about this $9,300 increase? Would you com- 
ment on that, please ? 

Mr. Moore. A whole day’s pay. 

Mr. Rooney. That is the extra day’s pay; is it not? 

Mr. Moore. It represents regular pay above the 52 weeks, and that 
is the figure of $9,300. 


OVERTIME 


Mr. Preston. Now, the overtime is $6,600; is it not? 

Mr. Nretson. The overtime, sir, is $6,600, and this only falls in 1 
or 2 areas; one, in the payroll activity where, because of deadlines in 
getting out tax information, we have to w ork some of our clerks over- 
time and there is just some very small other normal overtime that does 
appeal 

sag Mr. Chairman, if I might go off the record on this, please 

Mr. Preston. All right; go ahead. 

(Discussion off the ceaae ) 
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Mr. Preston. Well, we do not have any clear-cut picture in the 
Government on overtime. Some agencies pay a lot of it, and some do 
not. It makes it difficult for those who pay overtime. 

Mr. Moore. But, if we use it properly, it is more economical than 
putting on a lot of extra people. 

Mr. Preston. Yes; I am sure it is. 


AVIATION WAR-RISK INSURANCE 


This proposed language for war-risk insurance is something new; 
is it not? Did you request that last year? 

Mr. Moore. I believe it was the year before; was it not, Mr. Nielson ? 

Mr. Nietson. Yes. 

Mr. Chairman, we have requested this on 2 or 3 previous occasions. 

Mr. Preston. Is it something which you merely want on a standby 
basis? Is that what it is? 

Mr. Nretson. It is really standby; we would like to issue binders 
with respect to this aviation war-risk insurance. This would not be 
an appropriation, but authority to use about $5 000 or $6,000 out of 
the revolving fund which would be established, and these binders 
would be effective on the outbreak of any war. 

Mr. Moore. Well, not any war. 

Mr. Nrerson. A war that would involve what we specifically men- 
tion up here—the four great powers, as indicated on page 48 of our 
justifications, 

Mr. Moore. We have Mr. Hardeen here, if you would like to ask 
him questions concerning this, Mr. Chairman. 

Mr. Hardeen is head of our Defense Air Transportation Admin- 
istration. 

Mr. Preston. Can he cover that item within a few minutes? 

Mr. Moore. I think he can. 

Mr. Harpeen. May I move up to this table ? 

Mr. Preston. Yes, sir; come right up, Mr. Hardeen. 

Mr. Harpeen. I think I can do it in a very short time. 

Mr. Preston. You may proceed. 

Mr. Harpeen. We are asking for the language which I am sure 
you have before you authorizing us from collected binder fees to 
expend for administrative purposes some $5,000 or $6,000. 


SIMILARITY WITIT MARITIME PROGRAM 


Now, there is a similar program in the Maritime Administration, 
and this program is designed to parallel it insofar as possible. It in- 
volves only aircraft of American-flag carriers which would be en- 
gaged in international traffic, and not domestic traffic. We do not 
anticipate that all aircraft engaged in international traffic will want 
to be included under the binder program. We estimate only from 100 
to 125 aircraft will be covered. 

The need for it, as is explained in here, arises out of the fact that 
the United States aviation-insurance companies will not, and have so 
indicated, cover our American-flag carriers for this war-risk cover- 
age in the event of war, and in order to avoid what we anticipate to 
be very serious and lengthy delays in getting these aircraft aiddtiwey 
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in international traffic where they are needed in the event of war, we 
are recommending again that this program be implemented. 
Mr. Preston. Will this program be carried on under the act of . 
June 14, 1951? 
Mr. Harpeen. Yes, sir; it is Public Law 47. It is also known as | 
title XIII of the Civil Aeronautics Act. | 
Mr. Moore. It expired last year. 
Mr. Harpeen. Yes, sir; that is right. It expired by its terms on 
June 30 last year, and was extended for another 5 years on July 24 
last year. 
Mr. Moors. That is why we did not come up last year with this 
same request. 
Mr. Preston. What is the status of this thing? Are you collecting 
enough premiums to be able to meet indemnities in the everit of a sud- 
den outbreak of hostilities? 
Mr. Harpeen. We have not collected anything, Mr. Chairman. 
We are here today asking for authorization to expend after collecting 
a certain amount from premiums or binder fees that we collect for 
administrative purposes, and we are required to do that. We are re- 
quired to ask for your authorization under the Government Corpora- 
tion Control Act, and that particular provision is not found in the 
maritime war risk insurance program, by the way. 
: 
| 
. 





- = Mr. Preston. You have not collected any premiums yet? 

r @ Mr. Harpren. No, sir; we have not. We have had repeated re- 
é quests from the airline industry to get this program underway, and 

< we know we will have from 100 to 125 aircraft to cover. 


} Mr. Preston. Is this thing set up on an actuarial basis? 

- 2 Mr. Harpeen. There has been no experience in this type of cover- 
age, and, the way we propose handling it, the premiums would be 
based on the experience we have as the thing moves along, and the 
policy would so recite, that the premium rate will be reviewed on a 
monthly basis. 


EXTENT OF OBLIGATION OF THE GOVERNMENT 


' Mr. Preston. This thing could obligate the Government for a large 
\ 2 amount of money. 

Mr. Harpeen. It could obligate the Government for perhaps $2 
million per aircraft, and when the jets come along it could be more 
than that, but we feel it is a necessity. 

| Mr. Preston. If we approve your request, you will be in business, 

' will you not? 

f Mr. Harpreen. We will issue binders and the Government will be in 

i business; that is correct. 

; Mr. Preston. So there is more involved here than $5,000 ? 

7 i Mr. Moore. In the event of war. 
) ; 
. ESTABLISITMENT OF REVOLVING FUND 
: Mr. Yares. Is there not a fund set up to cover this rather than an 


appropriation ? 

Mr. Nretson. No; this would be a revolving fund. There have 
been no appropriations. 

Mr. Yates. Do we appropriate money for it? 
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Mr, Nretson. Not at this time.. The fees that would be collected 
would go,into the revolving fund. We are only asking authority to 
expend $5,000 to $6,000 of that amount for printing and issuing 
binders. 

Mr. Tuomas. Where does the money come in to take care of the 
liability involved ? 

Mr. Nratson. Depending on how far this went, there is no question 
Congress would have to make an appropriation. 

Mr. Tuomas. What do you call national defense? Do you call it 
national defense for Pan American to travel from Berlin to Paris? 
Is that national defense ? 

Mr. Moore. Only in case of war would this be effective. 

Mr. Roonry. Mr. Chairman, will you please inquire what will be the 
consequenees if the committee takes no action on this? 

Mr. Preston. What will be the consequences if this committee takes 
no action on this language change request ? 

Mr. Harpeen. We will be unable to issue the binders, in my opinion, 
nor will liability attach, though the Secretary is required under 
Public Law 47 to provide this war risk insurance for aircraft en- 

aged in international traffic on the outbreak of war. Our General 

Younsel has reviewed this and has given us an opinion that there is this 
requirement placed on the Secretary under Public Law 47. 

Mr. Preston. Why is the language “revolving fund” used? Is that 
merely to allow you to expend the premium receipts for administra- 
tive expenses ? 

Mr. Harpeen, I will ask Mr. Nielson to answer that. 

Mr. Nretson. That is the authority we are asking for here, the 
authority to expend the fees we collect from the sale of the binders to 
take care of some of our administrative expenses with respect to 
operating this fund. 

Mr. Preston. I think we understand it now. 

Mr. Yates. Mr. Chairman, would you ask the question: What has 
been the cost to the Government up to this time? 

Mr. HarpeEen. There has been no cost at all. 

Mr. Yates. Either by way of administrative expenses or benefit 
payments? 

Mr. Harpeen. That is right. 

Mr. Preston. Any further questions, Mr. Thomas? 

Mr. Tuomas. No. 

Mr. Preston. Mr. Rooney ? 

Mr. Roonry. No questions at this point. 

Mr. Preston. Mr. Yates. 

Mr. Yates. What happens in the event of a crash now? Does the 
ri extend to the present time or only in the event of a declaration 
of war? 

Mr. Harveen. Only in the event of a declaration of war, outbreak 
of hostilities, or police action. 

Mr. Yates. Then why set it up now ? 

Mr. Harpreen. We want to set it up now in order to have coverage 
immediately upon the outbreak of war or other hostility. The present 
coverage expires 24 hours following the outbreak of war between any 
of the four Great Powers. So there would be no coverage unless this 
binder program were put into operation. 

Mr. Preston. Any other questions? 
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POTENTIAL COST TO GOVERNMENT 


Mr. Roonry. According to page 4 of the committee print it would 
appear that the only income to be received which would put you in 
business would be $11,000? 

Mr. Harpeen. We expect only 100 to 125 aircraft to be covered, 
and they would pay about $100 an aircraft. 

Mr. Rooney. Let us say 50 percent of those aircraft were involved 
as the result of hostilities. What would the loss be? 

Mr. Harpeen. You mean if 50 percent of the 100 aircraft involved 
were lost what the cost would be ? 

Mr. Rooney. Yes. For the sake of uniformity take a standard 





& 
& 


aircraft. 
e Mr. Harpren. For example, a DC-7 such as used by Pan American 
has an insurable value of $2.3 million. We got. that figure from 
3 CAB. If 50 DC-7’s were destroyed the Government. would be obli- 


gated to the extent of $150 million. 
~ Mr. Moors. $115 million. 


AMOUNT OF PREMIUMS 


— is 
2 A PRRNTTY 


Mr. Rooney. And what would the companies pay the Government 

for their collection of this $115 million ? 
t | Mr. Harpeen. We do not know now and could not know until the 
outbreak of war and had experience, and then the premiums would 
be, as I have indicated before, looked at on a monthly basis and, 
based on the losses, the premiums would be adjusted. 

Mr. Rooney. Could you give us some idea so that we could deter- 

mine whether it would be feasible to go along with this proposed 
language or whether we should reject it? 
t Mr. Harveen. Frankly, I do not think I could give you a reason- 
ably accurate estimate, nor do I think anybody else could, because it 
would depend on the amount of damage, where the attack will take 
place, and so on. 

M r. Rooney. The amount paid for the binder would be $100 per 

lane : 
’ ; Mr. Harpren. Yes, sir. It is expected after 30 days if for instance 
35 aircraft were destroyed, the premiums would have to be estab- 
lished on an experience basis, and that could be very substantial. The 
airline industry is willing to accept it on this basis and they are urging 
us to provide it. 

Mr. Rooney. They ought to have their heads examined if they 
would not. 

Mr. HArpern. You must remember that after the first month’s 
a ee the oa. could be very, very high. 

Mr. Yates. How? 

Mr. Harveen, If there were a number of aircraft destroyed, then 
the premiums, in order to compensate, would have to be—I cannot 
tell you what they would be, but they would be large. 

Mr. Yates. I thought the Government was liable for the restoration 
of the cost. 

Mr. Harpren. The Government is liable. The Government will 
fix the premium, and the Government will fix the premium based on 
the loss experience. 
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Mr. Yates. The Government will first make good the losses and 
then fix the premiums? Is that the way it would work? 

Mr. Harveen. I think we would have to have our first month’s ex- 
perience whether there were losses or not before the premiums could 
be established. 

Mr. Roongy. Why could you not defer the collection of this $100 
binder fee until some time a little closer to hostilities ¢ 

Mr. Harpveen. We could do that, but, as I have told you before, the 
airlines’ present coverage expires by its terms 24 hours after the out- 
break of war, and the binder program is intended to give them imme- 
diate coverage. 

Mr. Rooney. And they will have paid only $100 per plane? 

Mr. Harpren. They will owe the Government the premium as soon 
as the loss occurs. 

Mr. Moore. They will start paying the premiums the day after the 
other insurance company cancels the contract. 

Mr. Harpeen. The liability for the premium attaches immediately 
upon the cancellation of their ordinary commercial insurance. 

Mr. Roonry. You will excuse me if I do not thoroughly understand 
all this. 

Mr. Yares. You are talking about a liability that will accrue. for 
the premium. You have just told us the premium per year per air- 
craft has been tentatively established at $100 per aircraft? 

Mr. Harpeen. No. The binder charge would be $100 per aircraft- 

Mr. Yares. That is not the premium? 

Mr. Harpeen. No, sir. 

Mr. Yates. That is just a binder charge? 

Mr. Harpeen. Yes. 

Mr. Yares. Who establishes the premium ? 

Mr. Harpegen. The Government will establish the premium. 

Mr. Yates. After hostilities break out? 

Mr. Harpeen. After hostilities break out and there has been some 
experience. 

Mr. Moors. We would certainly charge the same insurance pre- 
mium that the private insurance companies are charging at the pres- 
ent time, would we not, and then we would add to that based on our 
experience ? 

Mr. Harpeen. Mr. Secretary, I do not think you can say how much 
you are going to charge. I think it could be substantially more than 
what they are paying now. 

Mr. Yates. Is it possible we will not want the craft to be flying 
after hostilities break out? The only way I can see any damage 
oceurring under this program is if hostilities break out and a plane 
is seized in a hostile country, but at that. time it might well be we do 
not want the plane to be flying. 

Mr.. Harperen. It is not only the outbreak of war, but a police 
action, a situation such as occurred in the Suez in the Middle East. 
In that connection we did have one experience. The State Depart- 
ment wanted to contract with TWA to make several trips to ‘ymint 
to transport State Department personnel, but TWA was unable to 
comply because they did not have war-risk insurance and would not 
fly without it. 

Mr. Yates. Could not the State Department make am individual 
contract with TWA at that time? 





a 
6 
5 
& 


f 











i 


Fea VE EEN 


0 





4 
“ 


% 
§ 
i 
i 
v 


61 


Mr. Harpeen. They attempted to but could not complete it because 
there was no war-risk insurance 

Mr. Yates. Would not the State Department have authority to 
enter into a contract such as that without war-risk insurance? 

Mr. Harpeen. Yes; but TWA would not enter into a contract with- 
out war-risk insurance. 

Mr. Yates. I do not understand why they needed it so long as 
they could get indemnity from the State Department. 

Mr. Harpreen. The State Department had no provision for in- 
demnifying them. They would pay for their services, but could not 
cover them for war-risk insurance. 


SEIZURES INCLUDED 


Mr. Preston. I can see logic in the idea there should be some way to 
insure them. But the terms of the contract can be the sleeper in this 
thing. Does it also deal with seizures? 

Mr. Harpren. Yes. 

Mr. Rooney. If we are going to have to reimburse the carrier 
out of public funds, it seems to me we might do that when the time 
arrives. 

Mr. Preston. Does the maritime war-risk insurance cover seizures 
by police action ? 

Mr. Harpren. I cannot tell you. But that is in effect right now 
and it is a binder program just as we are asking for, and the charge 
was also $100 per vessel in the maritime program. 

Mr. Presron. I can understand why TWA would not want to fly 
four aircraft to Cairo and pick up State Department people without 
some insurance, and I can see where we would need them very badly 
to do so. 

The only thing you people are asking for today is administrative 
costs to get the program started 4 

Mr. Harprren. That is all we are asking for today. 

Mr. Tuomas. It is not that simple. 

Mr. Presron. We have in the past had similar programs for the 
maritime industry during World War II and World War I. 

Any other questions on general administration ? 


INCREASE IN GENERAL ADMINISTRATION 


Mr. Nrevson. Mr. Chairman, I would like to mention an item that 
was mentioned ear ly this morning. I believe Mr. Rooney asked a ques- 
tion as to the size of the appr opriation for general administration since 
about 1953. I have had prepared a statement since 1952 showing trans- 
fers into the appropriation “General administration,” which i would 
like to hand to Mr. Rooney, and this item, together with the appro- 
priation for 1951 for general administration in the Office of the Secre- 
tary, would make $2,821,000. Our request. for general administration. 
this year is for $2,835,000. So, as far as increased appropriations in 
general administration 

Mr. Rooney. You see, Mr. Nielson, if I remember correctly, the 
date I asked for was fiscal year 1954, when the amount was $1,750,000. 
That is what I wanted compared with the $2,835,000. 

Mr. Nrevson. Mr. Rooney, we will happy to submit that. 
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Mr. Rooney. If you will take this back and submit it on that basis, 
comparing the $1,750,000 for 1954 with the $2,835,000. 

Mr. Nretson. And show the transfers that come up to the total 
appropriation? We shall be happy to do so. 

(The information requested is as follows :) 


Activities and funds transferred to “Salaries and expenses, general administration 
and noneontrollable additions,” fiscal year 1954 to date 


Fiscal year and appropriation Amount 


Bape Tae es a hhh en $1, 750, 000 
Fiseal year 1955: 
“Salaries and expenses, defense production activities, Com- 
Ne enn at an 315, 000 
Transfer in the estimates to cover the cost of increased ad- 
ministrative and program, responsibilities in connection 
with the establishment of the Business and Defense Services 
Administration and expansion of the Department’s business 
services activities. 
Fiscal year 1956: 
“Salaries and expenses, Business and Defense Services Admin- 
ae lhe crarnicinmiunigemenicetigrsnreeres 150, 000 
Transfer in the estimates of the Office of Strategic Infor- 
mation and the Defense Air Transportation Administration. 
CARR BIg cede gieetnpepeneanlsanquicbomecens 140, 500 


Fiscal year 1957 : 
“Salaries and expenses” : 








Bureawe of the Consus. 20. 2 oo $6, 700 
Business and Defense Services Administration__... 30, 000 
I te cscnintienine apnea 106, 000 
“Expenses, National Bureau of Standards”_____-_-_ 15, 700 
Transfer in the estimate of attorneys to the Office of the General 
RN cease Reis St canta biptnsocicaticldieinctbhdldetepaid esgic sninitbonimnenawecewantennnes 158, 400 
a la le ill oo ncinien ten cnaneiiertivenierseenchesyrersh aherdcereveneipbene 29, 700 


Assumption of cost of work performed by the Library of Congress 
for the Office of Strategic Information, formerly financed by 
working fund advances from other agencies___........___--_ 17, 000 
Fiscal year 1958: 
Assumption of complete financing of Office of Strategic Informa- 
tion formerly financed by working fund advances from other 


TI crccrectcee eid b dd dciicda bam abidlonlipmeiy 35, 800 
Contribution to the retirement fund____..------__---___-__--__ 152, 000 
RN label aan ele ahapcensseaschechcnipeeiendieunacnretarenemrsemecnsterentalendienngeonchapaciit 2, 748, 400 


PERMANENT POSITIONS FILLED 


Mr. Yates. I want to ask a question on the annualization of em- 
ployment. ‘You show a permanent employment of 305 against 326 
authorized for 1957, a difference of 21 positions, a rather significant 
number. I want to ask one question about that, and that is: What 
happens to the funds that are appropriated for the purpose of filling 
all those permanent positions? ill you bring your column up to 
326 by the end of the fiscal year? 

Mr. Nietson. You are referring to the 326 permanent positions 
shown on page 6? 

Mr. Yates. Yes; as compared to the 305 actually employed. 

Mr. Moore. As of November 30, 1956. 

Mr. Yates. Do you have a later date? 

Mr. Nretson. Yes; we have 319 as of February 28. 
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CONSULTANTS 


Mr. Yates. What do you use positions other than permanent for? 

Mr. Nietson. Other than permanent positions; there are consult- 
ants. 

Mr. Yates. Under “General administration” ? 

Mr. Nierson. Yes. 

Mr. Yates. What type of consultants do you use? 

Mr. Nietson. The Secretary may hire consultants on special prob- 
lems which he wants looked into, or on a specialized program. 

Mr. Yates. Are you talking about research ? 

Mr. Nrerson. No. If the Secretary wishes to have a consultant 
hired on any program affecting the Department, including transporta- 
tion, or even a research project, he has that authority. 

Mr. Yates. Do you have comparable authority under each of these 
programs to hire consultants? 

r. Nretson. We have a general provision under the Commerce 
Appropriations Act to employ consultants. 

Mr. Yates. Are there similar appropriations under the transporta- 
tion sections which show the allocation of funds for the hiring of 
consultants and part-time employees ? 

Mr. Nretson. Yes. 

Mr. Yates. Then why do you have this item under “General admin- 
istration” ? 

Mr. Nietson. Because we have separate appropriations for each of 
the organization units and segments of the Department, and we can- 
not transfer funds between different appropriations. 

Mr. Yates. Starting when? 

Mr. Nretson. We do not have authority to transfer funds between 
appropriations. 

Mr. Yates. You do not do it, either? 

Mr. Nretson. No; we do not. 

Mr. Yates. O. K. 

Mr. Preston. Mr. Moore, we would like to have you insert in the 
record at this point a list of the consultants that have been employed 
—_ this category for fiscal year 1956 and the first half of fiscal year 
1957. 

Mr. Rooney. Perhaps Mr. Moore has it here now ? 

Mr. Moore. I have 1957. I do not have 1956. If you want 1956, 
I will have to get that. 

Mr. Nretson. Here is a list of WAE employees, when-actually- 
employed employees, on the rolls as of January 31, 1957. 

Mr. Yates. How many WOC employees do you have under “Gen- 
eral administration” ? 

Mr. Nenson. To my knowledge we have none; but I would be happy 
to check that. 

Mr. Yates. I would like to have that information. 

Mr. Rooney. I would suggest we insert in the record at this point 
this statement with regard to WAE employees on the rolls as of 
January 31, 1957, under “Salaries and expenses, general adminis- 
tration.” : 

Mr. Preston. Very well. 


89841—57——_5 
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(The list above referred to is as follows:) 
DEPARTMENT OF COMMERCE 
SALARIES AND EXPENSES, GENERAL ADMINISTRATION 


WAE employees on rolls as of January 31, 1957: 
Armes, H. Lyman, Office of Public Information 
Clare, John E. J., Defense Air Transportation Administration 
Dunn, Stephen F.," immediate Office of the Secretary 
Gentry, Cyrus S.," General Counsel 
McIntosh, Colin H.," Under Secretary (Transportation ) 
Spaulding, Morrill B., Jr., Defense Air Transportation Administration 
Rowland, B. Allen, immediate Office of the Secretary 
Teetor, Lothair,’ immediate Office of the Secretary 

Mr. Rooney. Do you have a statement which would cover the period 
from the beginning of the fiscal year 1956, to wit July 1, 1956, and 
covering the entire period to January 31, 1957? 

Mr. Moore. That we will supply. 

Mr. Rooney. Very well. 

Mr. Moore. The only thing we have with us is as of January 31, 
1957. 

Mr. Yates. On these w. a. e. employees, you will put their names in 
the record, I assume, and will you also put in the record what their 
position is in industry or wherever they are employed in private 
business. 

Mr. Moore. We have one former Assistant Secretary on this list. 

Mr. Yares. You mean Teetor? 

Mr. Moore. Yes. And we have Mr. Gentry in the office of the Gen- 
eral Counsel. We call these w. a. e.’s. 

Mr. Rooney. Please insert a statement as to the exact amount of 
money expended in connection with these w. a. e.’s, 

Moore. We have a limitation. 

Mr. Yares $50 a day ¢ 





1 No salary payments in fiscal year 1957. 
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(The information above requested is as follows:) 
DEPARTMENT OF COMMERCE 


Salaries and expenses, general administration—Consuliants employed during fiscal 
years 1956 and 1957 





— —_—$$$— ——— - — —— ——__—_—______ _ _ 


Employment data 


Fiscal year 1987 


Fiscal year 1956 through Jnn. 31, 
Name Position in industry 1957) 
Days Compen Days Compen- 
worked sation worked sation 
received received 
H. LUrman Armes Self-employed, editorial service 14 $9, 107 10544 $4. 710 
Lois Imegene Brophy -- 34 1, 250 
John E. J. Clare Parker & Co., aviation and general I 10 
insurance brokers. 
Logan Dickie Retired ah 1. 362 
Harry D. Fenske Former vice president, transporta 17 9 350) g 270 
tion, Great Lakes Steel Corp. 
Cyrus §. Gentry President, Wolverine Pipeline Co 6 204 
John J. Gaines 44 1 06 
Ernest V. Holmes Retired _ . : : 46 2, 053 5 ? 
Stacy V. Jones { 179 
Robert L. Katz ; Assistant professor, Amos Tuck h 50 t 
School of Business Administra- 
tion. 
Carl H. Monsees ; 83 3, 581 : ' 
Frederick C. Nash. Attorney ; I 50 
Paul Pigors Member of faculty, Sloan School 1 47 
(field of industrial relations) 
Erwin Seago Lecturer in law, University of Vir- 125 6, 233 . 
ginia. 
Morril B. Spaulding Attorney 55 2 753 "i 300 
Lothair Teetor- - Chairman of the board, Perfect Cir- 5 250 
cle Corp 
Herman ‘Tocker ; ; 13 521 53 2,113 
Total wld 650 29, 695 21084 9, 204 


Mr. Presron. Is there anything further on general administration ¢ 

If not, we will proceed to hear the Under Secretary of Commerce, 
the Honorable Walter Williams, whom we are glad to have appear 
before us, and who will make a general statement on the area in which 
he serves. 


GENERAL STATEMENT OF UNDER SECRETARY OF 
COMMERCE ON NATIONAL BUREAU OF STANDARDS, 
PATENT OFFICE, AND COAST AND GEODETIC SURVEY 


Mr. Wituiams. Thank you, Mr. Chairman and gentlemen of the 
committee. 

I would like to make a statement concerning the 3 bureaus that come 
under my direct supervision, namely, the National Bureau of Stand- 
ards, the Patent Office, and the Coast and Geodetic Survey, and I would 
like to make that statement in 3 parts.. I would like to make a brief 
introductory statement, and then paraphrase the statement I shall 
introduce in the record, and then add as a third part a thriller-diller 
which I think will stimulate your minds as to some of the things that 
have gone on at the National Bureau of Standards. 


| 
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SOVIET PROFESSIONAL AND SPECIALIZED MANPOWER 


First of all, I would like to read this statement which appears at 
page 257 of a book Soviet Professional and Specialized Manpower, 
which was a by the National Science Foundation about a year 
ago. To me this very statement is enough of a warning to all of us 
who are concerned with the security of our country : 

During the past two-and-a-half decades the Soviet Union has made enormous 
strides toward building up its specialized manpower resources. As a result of 
its efforts, it has reached a position of close equivalence with or even slight 
numerical supremacy over the United States as far as the supply of trained 


manpower in specialized professional fields is concerned. The Soviet effort 
continues. 


And then this statement: 


Our own policies in the field of education and in regard to specialized manpower 
resources will decide whether within the next decade or so the scales will be 
tipped off balance. 

I think, as we think in terms of the National Bureau of Standards 
budget, and the Patent Office to some extent, it is well to have that in 
mind, because I think it is tremendously important we not lag behind 
the Communists in scientific development. 

I am sure everyone around this table is aware of the very close 
relationship between the science of measurement and our modern 
technological economy. As the custodian of the national standards 
of physical measurement, the National Bureau of Standards is the 
ultimate source in this country for the accuracy and reliability of 
thousands of standards used in mass production of interchangeable 
parts, in the development of new products and devices, in the commer- 
cial exchange of goods, and in the measurement of scientific quantities. 
This Bureau also provides methods and develops the instruments of 
measurement required to use these fundamental standards. It renders 
advisory services on technical problems, invents and develops devices 
to meet the special needs of Government agencies, and conducts re- 
search investigations in such fields as nuclear physics, low-temperature 
engineering, high polymer structure, fluid dynamics, and radio propa- 
gation. These activities have had a profound impact on and make a 
very direct contribution to America’s outstanding leadership in mass 
production and the high standards of living we enjoy. 


FINANCING PROGRAM BY DIRECT APPROPRIATION 


In recent years, as you men know who have sat in on this committee 
for a long time, a good deal of the work of this Bureau has been 
conducted with budget funds that come from other departments, 
notably the Defense Department. Gradually we have been swinging 
that program around to the point that the Bureau’s program is largely 
its own program rather than that of some other branch of Govern- 
ment. In a word, we are getting to the point where the Bureau can 
proceed with a propane of basic research designed to carry out the 
ree which I already referred to in my remarks thus far. I think 


or the first time since 1949 the budget now is so proportioned that 
about one-half of the total work is related to its own directly assigned 
mission. 
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One of the most important fields to be touched upon by this third 
part, or thriller-diller part, has to do with improving the temperature 
standards ranging from the very low temperatures to the very high 
temperatures. Both of these relate directly to the question of jet 

ropulsion,! which is here and which will be even more so in the next 
ew years, as well as to atomic energy. Other urgent requirements for 
precision standards exist in the field of atomic physics and atomic 
energy, especially in relation to peaceful uses of atomic power, which 
will become very rapidly the order of the day. When Dr. Astin 
testifies before you in these hearmgs, he will have something to say 
about a new building which is being proposed for which there is money 
being requested for the design and architectural planning. 


DEVELOPMENTS AT NATIONAL BUREAU OF STANDARDS 
PARITY CONSERVATION 


Now ‘then, by way of this thriller-diller business, I want to relate 
two extremely spectacular developments that have taken place at the 
National Bureau of Standards recently. I hope none of you know 
more about this principle of parity than I do. 

Mr. Yares. Farm parity ? 

Mr. Witi1aMs. I thought we would get some remark like that. 
No; it isnot farm parity. This is a different kind of parity. With- 
out getting into depth way over my head, this whole principle of par- 
ity conservation, as they call it, can be thought of in terms of one’s 
hand standing in front of a mirror. You have an exact duplication 
of that hand but it is in reverse position. ‘These fine particles that go 
to make up the component parts of an atom possess two motions. One 
is a forward motion in the direction they are going, and the other is a 
rotating motion, and you can think of that rotating motion as‘a right- 
handed motion as a right-handed screw, or as a left-handed motion 
asa left-handed screw. 

The principle of parity as adopted by physicists in 1925 assumes 
it makes no difference in nature whether the motion is right-handed or 
left-handed, that any physical system which may be set up so far as the 
disintegration of fissionable matters will be the same irrespective of 
which direction. That is the basic principle the physicists have ope- 
rated under since 1925. That was the accepted law so far as physics 
was concerned. 

Well, there have been a lot of things in regard to the behavior of 
some of these mesons over the years which are not explainable. Final- 
ly, three Chinese people, a Dr. Lee of Columbia, a Dr. Yang of the 
Advanced Institute for Learning at Princeton, and a lady by the name 
of Dr. Woo of Columbia came up with the theory that maybe there was 
something else involved in this whole business which was causing this 
confusion in the consideration of the laws of physics, so starting out on 
the theory that perhaps this law of parity was not right, they worked 
with the National Bureau of Standards in connection with some very 
low temperature studies. You will have to get the details from Dr. 
Astin when he comes before this committee tomorrow, but the essence 
of it is this. I saw the equipment they used to perform the experi- 
ments, and they came up with the conclusion that the law of parity 
they have been operating under since 1925 is wrong, and they are start- 
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ing out with a brand new concept of what is the essence of matter, 
They still do not know what. the basic essence of matter is, but they 
have come to the conclusion that what they have been operating under 
as to the basic concept of matter is wrong. 

Being of a practical turn of mind I put the question to them, in 
effect, “So what?” I asked, “What is the practical application of this 
thing going to be?” 

The answer was rather jocular to start with, “If we knew the answer 
to your questions we would be out making our million dollars right 
now.” They do not know because they are in an exploratory state now, 
reaching out in brand new horizons. 

Then, in answer to my questions, in which I was rather persistent, 
“Can’t you give a little direction as to where it might lead?” Dr. 
Astin said that back in the 1880’s we learned something about radio 
waves, then it was 40 or 50 years before we developed radio, followed 
by television and radar and all the other things discovered since the 
1880’s. Then he cited the example that it was about 1905 that Dr. Ein- 
stein came up with his famous formula as to the relationship between 
mass and energy; and then many years later we discovered atomic 
energy as a potential for weapons and a new way of life based on a 
new source of power. 

Then these three Chinese doctors said, “We have made a discovery 
as to the principle of parity. Come back in another 50 years and we 
will tell you what practical application will be made of it.” 

This is revolutionary in that a basic law as to the concept of matter 
has been thrown out of the window. And assuming it is confirmed— 
and the evidence seems to indicate it will be confirmed—lI think we 
might think of it not that we have opened a new door into the world, 
but we have opened a new door into a tunnel. 

The reason I am taking as much time as I am on this is because I 
think we lots of times take for granted a lot of these things we have 
in our gadget world without realizing they have come about by some- 
one stumbling on them in research, and the National Bureau of Stand- 
ards, in my book, is the best place we can put our money in terms of 
guaranteeing for ourselves a right kind of standard of living tomor- 
row, and in order to guarantee that our national security will be 
preserved. 

So much for the National Bureau of Standards. 


COAST AND GEODETIC SURVEY 


Now let me pass briefly to the Coast and Geodetic Survey. 

I think most of you know the Coast and Geodetic Survey just cele- 
brated its 150th anniversary. It has been serving all these years mak- 
ing engineering and scientific contributions to the development of our 
commerce, industry, and natural resources. 

The accurate nautical charts and the tide and current data produced 
by the Coast and Geodetic Survey have protected our maritime com- 
merce and naval activities and have been an important factor in the 
development of our marine resources. Its mapping and charting of 
the air routes has been a most important factor in the safety and ad- 
vancement of air navigation. The geodetic control established by the 
Coast and Geodetic Survey is the foundation for all of our Federal 
mapping. This control provides the rigid framework for the detailed 
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charting and mapping for surface and air navigation, topographic 
and ceologic mapping, flood control, irrigation and power projects, 
development and conservation of natural resources, boundary and 
property surveys, and many large construction projects. Geodetic 
control of extreme accuracy is essential to many of our defense projects 
such as the guided missile program. 

The work program of the Coast and Geodetic Survey is one which 
I think your examination earlier has shown we get a good deal for our 
money. ‘There is unquestionably a good deal more we could spend, 
and they are working on a rockbottom sort of deal. Most of the in- 
crease in the budget this year is in connection with increased consid- 
eration to the needs of aviation safety as reflected in the Federal 
airways plan and the additional geodetic control needed to support the 
expanding Federal mapping program and other vital services which 
depend upon geodetic control, and taking care of the increased cost 
of retired pay for commissioned officers ‘and the required contribu- 
tions to the retirement fund. 


PATENT OFFICE 


Just a few words on the Patent Office. 

I said at the outset that the Patent Office is related to the develop- 
ment of our kind of life that we call the American way of life. It is 
through creativeness and ingenuity, protected by patents, that indus- 
try and commerce grow. Patents provide the vital incentive for chan- 
neling funds into research and development out of which comes greater 
knowledge. This in turn creates new processes, products, and jobs, 
and affords greater prosperity for our Nation. Without patents we 
would not have the incentive and the rewards that cause everybody, 
from big corporations to somebody in the attic, to come up with ideas, 
the American inventiveness and ingenuity that make such contribu- 
tions to our standard of living on the civilian front and also help pre- 
serve our national security. 


PROGRESS IN MECHANIZATION 


There has been considerable talk about the possibility of mechaniza- 
tion. The Secretary mentioned that briefly this morning. We have 
made pretty good progress in the chemical field, really very encour- 
aging progress, and it is hoped and I think expected that the discov- 
eries that have been made by the Patent Office, working in conjunction 
with the National Bureau of Standards in this chemical field, will pay 
dividends in the years ahead. It is not so sure yet just how fortunate 
we will be in other fields, but in this field it looks as if we will strike 
pay dirt. 

The 8-year program of backlog reductions is about a year old. 
Headway is being made. The budget i is up because of new examin- 
ers being put on, ‘but there is no reason to believe at this juncture that 
the Office will not reach its goal of being current, because it is figured 
it will be current when it has a nominal bac ‘klog of about 100, 000. 


es 
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PUBLICATION OF DISCOVERY BY THE NATIONAL BUREAU OF STANDARDS 


Mr. Preston. If this discovery of this new theory is of the signiti- 
cance it apparently is, is it to be shared with everybody by making it 
public? 

Mr. Witxiams. Yes. 

Mr. Preston: Why do we do a thing of that sort? Might it not 
have some relationship to nuclear energy and so forth ? 

Mr. WirriaMs. Well, I do not know how to answer that, except that 
in this scientific world the matter of principles seems traditionally to 
be exchanged rather freely among scientists. I suppose if it was a 
process like the Manhattan project making use of a new principle, 
then I have no doubt but we would guard that very secretly, but it is 
not in that stage. They are simply talking about laws of physics at 
the present time. 

Mr. Preston. You say one individual in the Bureau is responsible 
for this theory? 

Mr. Wuu1ams. No. As a matter of fact, I think in all fairness, to 
show where the Bureau comes in, it is proper to say that the initiative 
of this program came from these Chinese students. They, in carrying 
out their experiments, wanted and needed the use of low-temperature 
techniques, and there you come into the National Bureau of Standards 
because they have low-temperature devices that I guess are the best in 
the country. So it was a joint venture in the carrying out of these 
exercises. 

Mr. Preston. Does any member of the committee have any ques- 
tions to ask Mr. Williams before we proceed ? 


DUPLICATION OF WORK OF NATIONAL SCIENCE FOUNDATION 


Mr. Yates. I sit on another subcommittee that deals with the Na- 
tional Science Foundation. I am impressed with the possibility of a 
duplication of much of the work of the Bureau of Standards and the 
National Science Foundation. It seems to me that they are both 
going separate ways. I wonder why this does not make a loss insofar 
as the scientific effort of our country is concerned, 

Mr. Wrru1aMs. I do not believe I could answer your question, but 
T would like to have an,accurate answer to that question from Dr. 
Astin. May we leave that until he comes and then direct the question 
to him? 

Mr. Yares. I think the Bureau of Standards does a fine job and I 
think that the National Science Foundation does a fine job. They 
are both interested in basic research. The National Science Founda- 
tion says it has a primary duty to engage in basic research and see 
that basic research is fostered. I notice that is a very great activity 
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of the Bureau of Standards as well. I wonder why the two depart- 
ments should not be combined in some way rather than having them 
go peparate ways. I see also the National Bureau of Standards is en- 
gaged in applied research which I think was its principal function 
originally—to undertake research into the application of basic re- 
search to concrete problems. That is why I am concerned whether or 
not there should not be a coordination possibly and a union of the 
efforts of both agencies. 

Mr. Writzt1aMs. I think you will probably find there is a very close 
relationship between the two, but again I would like to defer that 
question to Dr. Aston for a better answer. You will probably find 
that Dr. Aston will say that the National Bureau of Standards is de- 
voted to the matter of developing the measurement of standards and 
they make use of information they get anywhere, including the 
National Science Foundation, and including their own research, which 
is directly related to their own problems out there. 

Mr. Yares. I will defer the question. 


Monpay, Marcu 11, 1957. 
PATENT OFFICE 


WITNESSES 


ROBERT C. WATSON, COMMISSIONER OF PATENTS 

A. W. CROCKER, FIRST ASSISTANT COMMISSIONER OF PATENTS 

D. D. ANDREWS, DIRECTOR, OFFICE OF RESEARCH AND DEVELOP- 
MENT 

D. R. ELLIS, BUDGET OFFICER 

8S. W. KINGSLEY, PERSONNEL OFFICER 

R. L. FRANZ, HEAD, BUDGET BRANCH 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 











Program by activities: 





1. Administration of patent and trademark system-____-_- $11, 131, 456 $13, 272, 200 $15, 108, 400 

2. Printing and publication of patent and trademark ma- 
TES ccdicia he aikttetateid cence Se inated nih eee aa te 2, 700, 641 3, 050, 000 3, 365, 000 
3. Executive direction and administrative services__-...... 639, 626 677, 800 726, 600 
Fo a a alia casein anil 14, 471, 723 17, 000, 000 19, 200, 000 

Financing: 

Unobligated balance no longer available-_--..-..-....-..--- PEERS Tamed es cdewecthcc anal 
BI win dois ick nsedcgscasdnceenseusanabiabease 14, 500, 000 | 17, 000, 000 19, 200, 000 


| 
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Obligations by objects 


1956 actual | 1957 estimate 





1958 estimate 





Total number of permanent positions 2,050 | 2,350 
Average number of all employees 1, 716 2, 135 
Number of employees at end of year 2, 047 2, 300 
Average salaries and grades: 
General schedule grades: } 
Average salary.__... gaa | $5, 807 $! 
Average grade. _- GS-7.6 GS-7.3 
01 Personal services: 
Permanent positions. _ i $10, 269. 149 $12, 425, 000 
Regular pay above 52-week hase ‘ : | 39, 497 
Payment above basic rates 612, 891 615, 000 
Total personal services. : ‘ 10, 921, 557 13, 040, 000 
02 Travel 25, 590 | 30, 000 
03 Transportation of things_--_._. wetecenwhes . 2, 698 | 5, 000 
04 Communication services 92, 088 95, 000 
05 Rents and utility services... ; 21, 955 40, 000 
06 Printing and reproduction. - . 2, 700, 641 3, 050, 000 
07 Other contractual services 248, 383 332, 000 
08 Supplies and materials 186, 246 190, 000 
09 Equipment ‘ . ‘ é 254, 574 215, 000 
11 Grants, subsidies, and contributions: Contribution to re- 
tirement fund _- 
13 Refunds, awards, and indemnities... 13, 034 
15 Taxes and assessments__ ; 4, 957 3, 000 
Total obligations * 14, 471, 723 17, 000, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation _ - $14, 500, 000 $17, 000, 000 
Obligated balance brought forward... 1, 388, 142 | 1, 543, 472 
Restored from certified claims account - - . : 1, 600 | 


Total budget authorizations available_..__.. ned —_ 15, 888, 142 | 


18, 545, 072 


EXPENDITURES AND BALANCES } 


Expenditures 
Out of current authorizations - - : | 12,928,947 | 15, 300, 000 
Out of prior authorizations 1, 322, 566 1, 545, 072 
Total expenditures a i 14, 251, 513 16, 845, 072 
Balance no longer available: | 
Unobligated (expiring for obligation) 28, 277 | 
Other 64, 880 
Obligated balance earried forward ‘ 1, 543, 472 1, 700, 000 


Total expenditures and balances.......................- 15, 888,142 | 18, 545, 072 


Mr. Preston. We will now proceed to hear from the Patent Office, 


Poh PO 


’ 300 


3%) 
300 


5, 853 


7F 
‘oO 


, 000 
. WOO 
, 000 


000 


, 000 
5, 000 
, 000 
40, 000 
65, 000 
1, 00 
io, O00 
4, 000 


5, 000 


3, 000 


000 


ite 


000 


000 


000 


O00 
000 


000 


000 


900, 000 


which is found on page 96 of the committee print and page 926 of 


part 2 of the justifications. 


We will insert into the record at this point pages 929 through 931. 


(The pages referred to are as follows :) 
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SALARIES AND ExpEeNsEs, BupGet YEAR 1958 


Summary of requirements 


Is BE chthiinnnd decrdnccconbenbdsdntancdbdonhdpadoddbbabsbtiibnocstétupininadese 
Net difference—1958 over 1957: 


$17, 000, 000 











| Pr 
Administration of patent and trademark system _-_-__|$13, 272, 200 [ss 108, 400 |+-$1, 836, 200 
Printing and publication of patent and trademark 





| 
Requirements ees | Difference, 
cialis ine — (+) 
1957 1958 la caine (—) 
estimate estimate 





I aii cdi cial ancsco-~ ...| 8,050,000 3, 365, 000 +315, 000 
Executive direction and administrative services..--- 677, 800 | 726, 600 +48, 800 
a | — | - — 
Se TIN cb ccnncnciccntécccaccce | 17, 000, 000 0 | 19, 200, 000 | -+-2, 200, 000 +2, 200, 000 





Tebel ctieabts GF enetatet, 19Gh.......ancnenncadminedanapececnsqadpeceseseesccccsasimnss 10,900,008 
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Mr. Preston. This appropriation request is $2,200,000 above the 
current-year basis. 
We are glad to have Dr. Watson with us again. 


GENERAL STATEMENT 


Do you have a general statement to make at this time? 

Mr. Watson. Mr. Chairman, I do have a statement which I offer 
for the record. 

Mr. Preston. It will be inserted in the record at this point. 

(The statement referred to is as follows :) 


REQUEST FOR 1958 


For the fiscal year 1958 an appropriation of $19,200,000 should be made 
available to the Patent Office in order to enable it to carry out the undertakings 
of the second year of the 8-year program disclosed to the Congress last year. 
That program contemplates the reduction, to a much lower level, of the backlog 
of patent applications awaiting disposition by the Patent Office and the moderni- 
zation of the system of classification of those patents which have already been 
issued in order to facilitate the examination search task. The 1958 appro- 
priation requested will sustain, on a full-year basis, the 2,300 employees who, 
by the end of fiscal year 1957 are expected to be at work in the Patent Office, a 
staff of this size having been made possible by the Congress through its appro- 
priation of $17 million for use during the current fiscal year. The S-year pro- 
gram calls for the maintenance of a staff of this size through fiscal year 1961, 
after which it will be allowed to gradually become much smaller. 


INCREASE REQUESTED 


The major portion of the increase of $2,200,000 for fiscal year 1958 over 1957 
is necessitated by annualization costs and the enlarged printing and other costs 
resulting from staff enlargement during fiscal vear 1957. Although no net 
increase in employment between the beginning and end of fiscal year 1958 is 
planned, an increase in activity will result because of the increase over 1957 
in the number of man-years of effort expended. Fiscal 1957 is the second and 
last year of staff buildup contemplated by the program. Included in the 1958 
budget, as part of the increase over 1957, is a new item of cost, amounting to 
$835,000, for payment to the civil service retirement fund. This represents the 
Government’s share of contributions to the fund, separate appropriations for 
which have been made in the past. 


WORKLOAD ASSUMPTIONS 


The long-range plan on which our 1958 budget is based contemplates the dis- 
posal of 100,000 patent applications, as compared with 90,000 estimated for 
1957. It has been assumed that 80,000 new applications will be filed, which 
will mean a net reduction of 20,000 in the backlog as compared with 10,000 
estimated for 1957. A backlog of approximately 188,000 is therefore expected 
to remain at the end of fiscal year 1958, as compared with a backlog of approxi- 
mately 208,000, the expected size of the backlog at the end of fiscal year 1957. 
The backlog level thought to be the best, in the public interest, is approximately 
100,000, the ultimate objective of the 8-year program. 


OVERTIME 


The plan for 1958 contemplates the continued use of experienced examiners 
on a voluntary Saturday overtime basis. This overtime program is necessary 
to maintain a relatively high average rate of disposal per examiner despite the 
addition to the staff of large numbers of untrained examiners. The success of 
this overtime examination policy in fiscal year 1956 is evidenced by the fact 
that approximately 8,700 disposals may be attributed to overtime examination 
effort. Since its inception on a small scale in February 1955 through December 
of 1956, a cumulative total of some 13,000 applications are considered to have 
been disposed of by this supplementary means. 








oa SF owe 


> 





were 


-—— 


d@ 


NEW APPLICATIONS 


The Office received 75,733 new applications for patent in fiscal year 1956 and 
approximately the same rate of receipt has been experienced for the first 6 
months of fiscal 1957. This continued high level of inventive activity is very 
encouraging, indicating growth and vigor of our national economy. Although 
conditions affecting the filing of applications may vary somewhat during the 
years immediately before us, there are few reasons to expect any substantial 
decrease in the rate at which they are being received, and more reasons to expect 
that an increase may take place. The 8-year program was in part based upon 
an assumption that the annual rate will not exceed 80,000, but the program 
itself is sufficiently flexible to permit adjustment, without undue disruption, 
because of any variations in the rate at which applications may be received 
during the next several years. 


REDUCTION OF BACKLOG 


During fiscal year 1956, priority of examination was given to amended appli- 
eations which had received at least first and second consideration by examiners 
in the course of prosecution by the applicants. The objective of this emphasis 
was to reduce the disproportionately large volume of applications with long 
pendency on which terminal action and final disposition could be expedited. This 
concentration of available effort during fiscal 1956 produced a larger than normal 
number of final disposals, having the effect of not only halting the sharp increase 
in the backlog of undisposed cases but also resulting in a modest reduction of 
4,336 applications from a backlog which had increased by over 40,000 in the 
previous 2 years. The special emphasis given to third-action cases, coupled with 
the fact that the filing of new applications was at a rate about 5 percent less 
than had been anticipated, resulted in a backlog of undisposed cases at the close 
of fiscal 1956 which was nearly 10,000 applications smaller than had been 
forecast in the plan. While a backlog of 227,000 had been contemplated, one 
of 217,536 applications had resulted. 


PRODUCTION FIRST HALF OF 1957 


During the first half of fiscal 1957, final disposal of applications was at a rate 
about 3 percent lower than during the first half of the preceding year, although 
a net addition of 288 examiners had been realized during fiscal 1956 and a 
further net addition of 14 examiners was experienced during the first half of 
fiscal 1957. However, significant progress was made toward advancing cases 
toward final disposal, as evidenced by the fact that actions by examiners were 9 
percent greater than during the corresponding period of 1956, and the number 
of applications awaiting action by the examiners was reduced by over 8,600. 


COMPARISON OF 1956 AND 1957 PRODUCTION 


The slightly lower output during the first half of 1957 as compared with the 
first half of 1956 is attributable to two major factors: (a) the greater number 
of inexperienced examiners in the corps in 1957; and (b) the examination pro- 
cedures which were in effect in 1955 and 1956. The number of inexperienced 
examiners has been steadily increasing until now about 50 percent of the corps 
is composed of relatively new men. The emphasis on examination of new cases, 
which was necessary to curtail printing of patents and thus avoid the foreed 
separation of some 55 examiners in 1955, and the emphasis on third-action 
cases in 1956 to reduce the disproportionately large volume of applications with 
long pendency, has caused the examiners in 1957 to deal largely with applications 
not sufficiently advanced in their consideration to permit final disposition by 
actions which are taken during this period. However, the backlog condition at 
the end of this fiscal year will probably be more favorable than that called for 
by the basic 8-year plan, which forecasts that some 217,000 applications would 
remain in the backlog. In this respect the Office will still be somewhat ahead of 
schedule. 

LOSS OF EXAMINERS 


While every possible effort is being made to maintain a high average rate 
of application disposal, the addition of large numbers of untrained examiners to 
the staff has had the expected short-term adverse influence on this production 
rate, not fully offset by the overtime examination effort of fully trained exam- 
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iners. The difficulty has been increased because of the abnormal rate at which 
examiners have of recent months separated from the Office. On the basis of 
prior experience, it had been anticipated that about 100 examiners per year 
would be lost by separation. During the 18 months ended with December 31, 
1956, a total of 254 examiners were lost by separation or about 100 more than 
had been anticipated. Notwithstanding these losses, a net increase of 300 
examiners has been accomplished, and recruitment plans have been adjusted 
to overcome the increased loss rate. 


TRAINING OF NEW EXAMINERS 


No young college graduate, upon becoming a member of the Patent Office staff, 
can immediately make the contribution of a fully trained and experienced 
examiner. He must be so oriented and instructed that he can pass the gap 
between his college or work background and the highly technical, scientific, and 
legal aspects of patent examination. He first receives a minimum of 2 weeks of 
intensive training in the fundamentals of patent examination, study of organiza- 
tion and functions, and development of good and ethical work habits. After 
this period, he is assigned to an examining division where he receives on-the-job 
training under top-level patent examiners who must devote a portion of their 
time for this purpose. 

COST OF TRAINING 


The services of highly skilled examiners must be used in the training process 
in order to bring the new men to an acceptable stage of production in as short 
a period as possible. The productivity of the average examiner, it has been 
found, will increase year by year, for the first 8 years of his service in the Patent 
Office. Presently, however, we regard an examiner who has had more than 2% 
years experience as a trained examiner, and one having less experience than that, 
an untrained examiner. With about one-half of the present total number of 
examiner assistants having less than 18 months’ experience, it is clear that an 
extraordinary amount of effort on the part of the rest of the corps is at present 
required, to assist in the training duties. Taking into account the limited pro- 
duction obtainable from a new examiner during his early years with the Office, 
and the time spent by skilled examiners in his training, it is conservatively 
estimated that some $7,000 must be considered to have been invested in each 
examiner who is trained in this manner, for training alone, an investment which 
is recoverable by the Government only if the services of the trained examiner can 
be retained for an appreciable period. This investment in training is absolutely 
essential in order to build a well-qualified corps of examiners for carrying out 
the 8-year program and maintaining the Office in satisfactory operating condition 
thereafter. 

CLASSIFICATION PROGRAM 


Included in the 8-year plan is a program to implement the recommendations 
of the Bush committee regarding the reclassification of patents and other search 
materials and the pursuit of research and development activity for machines and 
processes applicable to Patent Office operations. It is planned to have about 147 
examiners assigned to these activities during fiscal 1958, which size staff will 
permit a year of full-scale effort in both areas, in contrast to fiscal 1957, which 
is a buildup year. 

The patent classification group is presently conducting a program of concur- 
rent examination of pending applications and reclassification of the patent art 
relating thereto. This permits the examiners to familiarize themselves with the 
arts to be reclassified while they are performing productive patent examination 
work. During the current fiscal year 1957 the examination work of this group 
has progressively decreased while the classification work has progressively in- 
creased, as the examiners have gained increased familiarity with their arts and 
the classification procedures. It is expected that two major reclassification 
projects will be completed by the end of the current fiscal year. 


RESEARCH AND DEVELOPMENT 


The Patent Office research and development group has been vigorously attack- 
ing the problem of codification of information contained in issued patents for 
search purposes and the development of machines and systems to facilitate 
machine searching of patent literature. It has been working in close coopera- 
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tion with the personnel of the computer laboratory of the National Bureau of 
Standards. The ultimate machine to be used has not yet been determined and 
its selection must await the development of a sufficiently satisfactory) scheme 
for coding subject matter which appears in patents and other documents. 
During this fiscal year experimental work is being done with SEAC (the elec- 
tronic digital computer at the Bureau of Standards) and with punched card 
systems and equipment. A chemical structural search routine, using the 
electronic computer, has been successfully demonstrated and is expected to be 
one of the subroutines of a comprehensive chemical search program now nearing 
completion. .The use of machines in the fields of information retrieval and 
literature searching is so new that much basic research is yet to be done. Much 
of the work to date has been directed toward mechanization of the chemical 
arts but studies looking toward the use of the machine in searching the non- 
chemical arts are also in progress. In this field a great many problems must 
be solved. The planned program for fiscal year 1958 anticipates an increased 
level of activity by the Patent Office research and development group and con- 
tinued cooperation with the Bureau of Standards. 


TRADEMARKS 


In the trademark work of the Office, the costs relating to which are approxi- 
mately 5 percent of our budget, the backlog of pending applications for registra- 
tion was reduced from 20,567 to 18,528 during fiscal 1956, a net reduction of 
2,039, or about 10 percent. Although intake of new applications is still above 
20,000 per year, the production capabilities of the staff assigned to this work, 
is expected to coutinue to exceed the rate at which new work is received, with 
a steady decline in the backlog of work in this area. It is considered that a 
reasonably current condition of operation will have been reached when the 
backlog is reduced to approximately 10,000 applications. During fiscal year 
1956, 21,613 registrations were issued, which is the highest number for any 
year in the history of the Office. The improved condition of the trademark 
work has been made possible largely through emphasis on matters of substance 
rather than form, coupled with the installation of more efficient procedures 
and the use of simplified documents. The stability of our staff of trademark 
examiners, where turnover and the training of new examiners has not been a 
problem, is also contributing favorably to its effectiveness. 


PATENT FEES 


For the filing of applications, issue of patents, and most other items and 
services provided by the Patent Office, fees are established by law. For a few 
items and services, fees are authorized to be fixed administratively. Income 
from fees was. $6,547,000 in 1956 and is estimated under existing legislation 
to be $6,800,000 in 1957, and $7 million in 1958. Amounts received by the 
Patent. Office from fees are deposited to the credit of miscellaneous receipts 
in the Treasury as general-fund revenue. Operating funds are provided only 
through appropriation by the Congress. 

To summarize, definite progress is being made in the major problem areas 
of the Office. The backlog is being reduced, the reclassification program has 
been started, and the research and development program has achieved initial 
results which promise much for the future. However, as was anticipated when 
the 8-year plan was first formulated, all of these are long-range programs by 
nature. An appropriation of $19,200,000 for fiscal year 1958 will assure that 
the required resources for the second year of this 8-year plan may be devoted 
toward the fulfillment of these work programs which have been determined 
to be necessary in the best public interest. 


Mr. Preston. You may proceed. 

Mr. Watson. I have brought with me certain members of my staff 
whom I would like to introduce. I would like to introduce Mr. Ellis, 
our budget officer; Mr. Crocker, the First Assistant Commissioner; 
Mr. Kingsley, the personnel officer; Mr. Andrews, who is Chief of 
our Unit of Research and Development in which the effort is being 
made to mechanize the searching operations. 
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L will not attempt to read the statement which I think is com- 
plete, but I will, if you wish, skim through it and tell you what it 
purports to contain. 

r. Preston. Very well. 


PURPOSES OF INCREASES REQUESTED FOR 1958 


Mr. Warson. The increased appropriation totaling $19,200,000 is 
for the purpose of reducing the size of the backlog as the Under 
Secretary has so fully explained, and for the additional purpose of 
reclassifying the large number of patents which we have in the Patent 
Office and which have not been of recent years reclassified. 

The classification effort_is highly important. Classification is the 
examiner’s sharpest tool. We organize our prior art in such a manner 
that searches may be made in the shortest possible time. 

We do not ask money to increase our staff beyond the number planned 
for the end of the current fiscal year. 

The appropriation granted to us for the present fiscal year, $17 
million, has been sufficient to enable us to increase the staff to the 
extent contemplated by the plan which we laid before your committee 
last year, commonly known as the 8-year plan. 

There is a certain item included which is new: namely, a contribu- 
tion of $835,000 to the retirement fund. 

Now, the endeavor to reduce the number of applications pending 
before the Patent Office by more than 100,000, to bring the level down 
to approximately 100,000, is not merely an effort to reduce numbers ; 
it is to decrease the time of pendency in the Patent Office. 


PROCESSING TIME REQUIRED 


Presently there is chargeable against the Patent Office a period equiv- 
alent to 26 months of the total length of time (41 months) that is 
required for an application to be processed and to eventuate in a pat- 
ent. There is Spatamalsle against the applicant about 15 months. 
Each patent application is ac ted upon an average of 3.6 times during 
its prosecution and before it is finally allowed. Our purpose is to 
reduce the amount of time spent by the Patent Office in formulating 
the 3.6 actions to a total of :bout 9 months, so that at no time will an 
applicant for a patent be forced to wait more than about 3 months 
after he has filed his application, or has submitted his amended appli- 
cation, before he receives word from the Patent Office and that, in 
terms of time, is our 8-year plan. We have it pretty well graphically 
shown.on a chart which I will place in the record if you so desire. 

Mr. Preston. Do you have extra copies of it ? 

Mr. Warsow. Yes. We can distribute the copies if you would like 
to have them. It supplements the 8-year plan which was presented 
at the last hearing and which remains unaltered. 

Mr. Preston. The committee studied that chart earlier this morn- 
ing. 


PATENT APPLICATIONS 


Mr. Warson. It will not be necessary for me, therefore, to review 
the chart. We continue to adhere to the belief that the 8-year program 
should be carried out. We cannot, of course, be quite sure what the 
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future holds by way of filings of patent applications. We have cal- 
culated that it is likely that the Patent Office will receive each year 
some 80,000 — applications newly presented by inventors. How- 
ever, currently the applications are coming in at a somewhat reduced 
rate. Originally, in devising the plan we realized that conditions 
might change during the years contemplated to be necessary before it 
became fully executed. But the plan was so devised that, in the event 
that there would be fewer applications to handle, the length of time 
during which the plan would be necessarily carried on would be 
shortened, and that is still our position. 


RECRUITMENT OF ADDITIONAL STAFF 


We were able to increase our staff during the past fiscal year by 
about 288 examiner-assistants. We had an objective of about 300 for 
that year. I remember that, at the last hearing, I presented a chart 
which showed our success in recruiting. We have with us copies of 
the same chart but which has been brought up to date to show our 
success in recruiting up to March 1, 1957, in the addition of new 
examiner-assistants to our staff. 

If you would like to have those charts made a part of the record— 
and they are very informative—I will be very pleased to distribute 
them. 

Between now and the first of July we must, in order to fulfill our 
plan, add to the staff of the Patent Office some 206 additional exam- 
iners. We have outstanding some 709 appointments and we expect 
to issue to qualified persons a considerable number of additional ap- 
pointments between now and July 1. 

If we receive about 1 acceptance out of 4 offers of appointment we 
will be successful in accomplishing our objective to build up a staff 
to 1,050 examiner-assistants, as called for by the plan, and to add to 
the classification effort a total of 114, also as ealled for by the plan, 
and also to bring into the Patent Office the necessary clerical and 
other help so that we will be fully staffed for the duration of the 8- 
year plan. That involves, however, no contemplation that the neces- 
sity for a continuous recruitment effort shall be avoided. We do have 
a substantial loss and a rather high turnover, so that recruitment must 
be continued in order to realize the objectives of the plan by maintain- 
ing the staff as it should be. 


EXAMINER TURNOVER 


Mr. Preston. May I interrupt at this point.to comment on the dif- 
ference between the green line on this chart and the red line in con- 
nection with your turnover ? 

Mr. Watson. The green line is a line which indicates from month 
to month the cumulative number of persons whom we have actually 
recuited and who have entered the employ of the Patent Office, total- 
ing 598 as the beginning of March of this year. 

Mr. Rooney. Is that 598 plus 640? 

Mr. Watson. Yes. The horizontal line, the heavy black line, run- 
ning from left to right across the paper, represents in numbers the 
staff with which we began on July 1, 1955; namely, 640 examiner- 
assistants and 33 classifiers. The thinner black line, which slopes 
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upwardly, beginning from the zero mark at the left-hand margin, 
represents our plan to increase the number of examiner-assistants from 
640 up to 1,050 as the months progress. 

The thimner black line below the heavy black line and which slopes 
downwardly from the zero mark toward the right and lower margin 
of the = rt, represents our plan to increase the classification staff from 
33 to 147. 

The red lines indicate cumulatively the number of net additions to 
the staff after taking into account all separations for whatever cause. 
So that when you look directly below the figure 598 at the end of the 
green line you will see the figure 272, which means that we have been 
able to add a net of 272 examiner-assistants, and below the heavy black 
line we show that we have been able to add a net of 46 in the classifica- 
tion group, making a total of 318 added to the 2 categories. 

Mr. Preston. You recruited 598 and you have been able to retain 
only 272? 

Mr. Watson. We have 318 left of the 598. You add the 46 below 
to the 272 above to get the total that we have retained out of the total 
number recruited. 

Mr. Preston. Explain to us this big turn-over between the number 
recruited and what you have left. 

Mr. Watson. It is a very substantial turnover, and we have heavy 
losses. 

Mr. Preston. Can you explain why it is? Do they come into the 
bureau and become unhappy, or do they come in and learn enough 
to go out and go into private practice? What is the reason? That is 
abnormal. 

Mr. Watson. I have here a statement which explains in large part 
the reasons for the separations which you mention. 

In the GS-5 and 7 grades, in the 18 months beginning July 1, 1955, 
to December 31, 1956, 54 left for military reasons; 50 left because they 
wanted to return to school; 10 left to go with other Government agen- 
cies; 18 left to go to private industry and patent law firms, and 18 
left for other reasons. A total of 87 GS-5’s left during that period 
and 63 GS-7’s left. 

I have the same information for each of the other grades and I 
will give it to you if you like. 

Mr. Preston. We would be interested in having the information. 

Mr. Watson. Of the GS—9’s, 1 left to return to school; 7 left to 
enter other Government agencies; 13 left to enter private industry or 
to go with patent-law firms; and 1 left for other reasons, making a 
total of 22 GS-9’s who left in that period. 

With regard to the GS-11’s, 17 left to go to other Government 
agencies; 28 left to go to private industry and to patent-law firms, 
making a total of 45, 

For the GS-12 grade, 6 left to go to other Government agencies; 
6 left to go with private industry and patent-law firms; and 12 left 
because of retirement or miscellaneous reasons, making a total of 24. 

Of the GS-13 grade, there were only 4 that left, and they left. by 
reason of. deaths, illness, or retirement, and the same thing for the 
GS-14’s, 4 left for those reasons. 

For the GS-15 grade, 1 left by reason of retirement, making a total 
of 250 that left us during that period of 18 months, 
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I can perhaps summarize by saying that 54 left for military reasons; 
51 to go to school; 40 to go to other Government agencies; 65: left 
to go to private industry and patent-law firms, and 40 left for retire- 
ment or other reasons—deaths, illnesses, and miscellaneous reasons. 

Mr. Preston. Those are new and present people? 

Mr. Warson. Yes. 

Mr. Preston. From the way that I read your chart, from July 1, 
1956, to March 1, 1957, you obtained the services of 158 additional 
people in that period of time. However, you were only able to retain 
37 out of the 158 in less than 12 months’ time# 

Mr. Watson. It looks that way. 

Mr. Preston. Do you have a security check on these people? 

Mr. Watson. No, we do not have a security check on the new 
examiners. 

Mr. Preston. Just a routine civil-service investigation ? 

Mr. Warson. Yes. 

Mr. Preston. How can you account for the fact that out of 158 
recruits in 9 months-you kept only 30 of them? I think that sets a 
new record. 

Mr. Watson. Well, I think that I have done my best to divide them 
into categories and give you the reasons for their leaving. 

Now, if you would like to have an account from the man who has 
been doing the recruiting, I will ask Mr. Kingsley to explain. I think 
his explanation would be very illuminating. 

Mr. Preston. We will be glad to hear from Mr. Kingsley because 
this obviously is a very high rate. There must be something other 
than the reasons you have assigned. Are they unhappy about the 
rate of compensation they get in this agency ? 


REASONS FOR HIGH TURNOVER 


Mr. Kinastey. Well, you know, Mr. Chairman, the patent profes- 
sion is a very good one. It compares very nicely with the medical 
profession. We are the chief source of supply for members going 
into the patent profession so by our very nature we are a traiming 
agency. The salaries of the patent profession compare very favor- 
ably with the medical profession, so you can see why we lose a large 
number of them. The remuneration on the outside is much better 
than pay in the Government service. We in effect are a training 
school. We can keep some, but we cannot keep all by our very nature. 
We do lose, as you have suggested, a large number because of that 
disadvantage under which we work. 

Mr. Preston. What about those who went to other Government 
agencies ? 

Mr. Krnastry. There is a reason for that. The salary advantage 
there is not any better than with us. However, they have the advan- 
tage of gaining a different type of patent experience in the other 
agencies. We recently made a study of those going to other agencies 
to see why they left us, and we found a large percentage went to the 
other agencies for the purpose of gaining patent prosecution experi- 
ence rather than patent examining experience, which they get with 
us, prior to their actually going into private practice. 

There is another reason for that. The first reason I mentioned was 
to gain experience. The second reason is to get away from the limi- 
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tation which they have of practicing before the office in the division 
in which they work, which I believe is 2 years after they leave us. 
If they go to the Navy Department, for instance, and work as a patent 
adviser for 2 years then they can go into private employment and 
practice before us without any limitation. 

Mr. Preston. That is probably the major reason right. there. 

Mr. Kinastey. That is the main reason given to us when they leave. 

Mr. Warson. I may say that the problem is not new. As a prac- 
ticing patent lawyer in Washington, D. C., for 30 years before I went 
to the Patent Office, it was my custom, and the custom of my partners, 
to hire a Patent Office examiner when we needed a new man. And we 
were usually able to pick out, during that period, the man we wanted 
and offer him enough to make it worthwhile for him to leave. That 
to my belief has been going on for a period longer than my life span 
and will probably continue. It is clear that the Patent Office is at a 
very substantial disadvantage in the current attempt to build up a large 
staff and retain the men that it needs to retain. 

Our losses are particularly heavy and serious in the GS-9 and 11 
grades. To go back to 1952, we had 197 men in the GS-11 grade and 
20 percent of them left that year. In 1953 we had 171 men im the 
GS-11 grade and 18 percent left that year. In 1954 we had 117 men 
in the GS-11 grade and 29 percent of them left that year. We had 
117 men in 1955 and 34 left, or 29 percent. We had 69 men in 1956 
and 38 left, or a 55 percent turnover. We had 55 men in 1957 so far, 
and 7 left, making a 13 percent turnover. Our separation experience 
is largely similar for the GS-9 grade. We have here those statistics 
set forth in tabulated form on a sheet. and I will be very happy to 
submit the sheet if you would like to have it. 


EMPLOYEE MORALE 


Mr. Preston. That isallright. We have the figures. Do vou have 
a morale problem in vour office? 

Mr. Watson. Well, first, let me ask you, what do you mean by a 
morale problem ? 

Mr. Preston. Are you people generally unhappy? 

Mr. Watson. They might be happier, but I think that I would hesi- 
tate to call them unhappy. I would hesitate to characterize them as 
unhappy people. There is a substantial group who consider themselves 
to be underpaid and would be much pleased to receive more money, if 
that is what you mean. 

Mr. Preston. They are no different from anyone else in the Govern- 
ment. 

Mr. Watson. They are definitely human just like the rest of us. 
The morale problem probably exists. It is not so acute that I hove 
difficulty in maintaining good work in the examining divisions. You 
can see for yourself, judging from the statistics that I have given you; 
that if there is low morale it is probably brought about by the inability 
of certain persons to receive offers from the outside. This process of 
selection goes on year by vear, so that it is rather clear that a number 
of our ablest examiners have been withdrawn from the examining 
divisions. 
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RATE OF BACKLOG REDUCTION 


Mr. Preston. Are you satisfied with the rate of reduction in the 
backlog ¢ 

Mr. Watson. Yes; I will say that I am. During the fiscal year 
1956, by reason of the nature of the examination w hich we condueted 
during that year, we made extraordinary progress. Our production 
per man was much higher than expected and our net result was quite 
satisfactory. During | the current year we are experiencing growing 
pains by reason of the fact that so many new men have been ‘recently 
added to our staff and the rate of production per man will probably 
fall from the 95 contemplated by the 8-year plan to something be- 
tween 80and 85. However, we feel strongly that in the spring months, 
with the aid of overtime and with the small amount of aging which 
the new group has received, we will pick up in our pr oduction rate. 
While we will not come up with the ultimate dition al rate contemplated 
by the plan, we will, nevertheless, have a backlog which is less than 
that which is set forth as the objective of the plan. 

The plan contemplates, for mstance, 80,000 application filings and 
we will probably not receive more than 75.000 or 76,000. 

The black bar represents the size of the examiner corps in the 
examiner-assistant category. So we had during 1957, or supposedly 
will have, a 950 average for the entire year. 


RECEIPTS AND DISPOSALS 


Mr. Preston. Let us talk about applications received and applica- 
tions disposed of now, Do you have any figures that are nome and 
not estimated that we can use here ? 

Mr. Watson. We actually expect to receive about 75,000. Now, on 
the chart, the left-hand column, the year 1957 represents by its height 
the receipt of 80,000. We will probably not receive so many. 

Mr, Presron. All right; you estimate that you will dispose of how 
many in 1957 ? 

Mr. Watson. We estimate in the plan that we will dispose of 
90,000 during the year 1957. We will probably dispose of around 
80,000. 

Mr. Preston. So we are actually nibbling away at the backlog at 
the rate of about 10,000 a year on that basis? 

Mr. Watson. That is probably what we will do. You will notice 
these large columns which reach toward the top of the page and have 
numerals above them. They represent the backlog as we visualize 
it, and we visualize a total backlog at the end of 1956 of 227,000 — 
cations. However, due to the very high productivity of the examining 
corps we ended the vear with 21 7.536 as shown. 

We had contemplated that during the next year (1957) we would 
reduce the backlog from 227,000 to 217,000, as indicated on the chart, 
but naturally, as we have started the year with an actual backlog of 
only 217,536, we will go down to probably about 208,000 by the “end 
of 1957, due to an enlar ged number of disposals plus lower filings of 
patent applications. We hope that, during the coming year, 1958, 
we shall be able to reduce the backlog further from a total of 208,000 
to 188,000, a drop of 20,000, and w ith an examining corps which by 
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that time will have become, more proficient, we believe that our ex- 
pectations will be realized. 

Now, these are totals which are somewhat less than those which we 
visualized in devising our original plan, so that we may complete the 
plan at an earlier date than originally contemplated. 

Mr. Presron. I do not. see how you can except to become more pro- 
ficient as fast as your people are leaving. 


EXAMINER PRODUCTION 


Mr. Warson. We have carefully evaluated our training courses 
and, by going back over the records made by examiners during past 
years, we have found out that an examiner does not reach his full state 
of effectiveness in the disposal of patent. applications until a period 
of 8 years has elapsed; that during his first. year his production will 
probably be about 31 percent of the rate which he ultimately reaches; 
during his second. year it. will probably be about double that, and from 
then on there will be a gradual increase until he has been in the office 
8 years. 

We have in the Patent Office at this time a great many examiners 
that have. not been there a long time—50 percent of the examiner- 
assistants have not been there 18 months. We do not consider them 
to have been trained until they have been there 21% years. That means 
that these examiners are not producing very much themselves. I will 
go to another chart which will be revealing in that respect. 

A GS-5 examiner is counted upon to produce only 23 disposals in 
the course of a year. A GS-7 examiner or a GS-9 examiner—those 
two classes are lumped together—is expected to produce on the average 
83 disposals a year. A GS-11 examiner will produce 108 disposals. 
A GS~12 examiner will produce about 120 disposals. 

During this present period of assimilation of all this new blood 
much time of the experienced examiners, the GS-12’s and 13’s, and the 
Assistant Chiefs and Chiefs, is taken up in training the younger 
men. Each new recruit receives a 2-week lecture course, and that 
requires the services of a certain number of examiners as instructors. 
They are then sent to examining divisions, where they are put at desks 
and told to go forward with the business of examination, with their 
on-the-job training carefully supervised by top-level examiners. 


COST OF TRAINING EXAMINERS 


Mr. Preston. How much does it cost to recruit and train an 


examiner ? 
Mr. Warson. We figure about $7,000. 


FEASIBILITY OF MINIMUM EMPLOYMENT PERIOD 


Mr. Preston. Is it possible that you might require an agreement 
from the recruits to remain for an extended period of time? 

Mr, Warson. Mr. Chairman, we have considered that possibility 
but concluded that, if we attempted to impose upon a man who is 
seriously considering entering the Patent Office a contractual obliga- 
tion of that. kind, I think that, he would probably go to industry, 
which offers him more money anyhow. We have rejected the proposal 





I 
: 
' 


seempere pe ene 


a 


v8 


he 


ors 
er- 
2m 


Lins 
rill 


in 
ose 
170 
ls. 


the 
rer 
rat 
rs. 


sks 
eir 


an 


ent 


ity 
) Is 


ga- 
TY, 
sal 





87 


on the theory that it would make it too difficult to recruit. I do not 
see how we could very well insist upon it. 


PAY SCALE FOR EXAMINERS 


Mr. Presron. Would you recommend a higher pay scale for 
examiners ¢ 

Mr. Watson, In certain categories I would, The young examiner 
while he is going to school has certain advantages in the city of Wash- 
ington. He is pleased, normally, with the work. which he is doing. 
He looks forward to a life in the patent profession, either in or out 
of the Patent Office. However, when he reaches a certain stage—we 
will say when he has completed his law school—-he takes a long look 
into the future. I have, by interviewing many of the young men who 
leave, found out to some extent what. goes on in their minds: They 
perceive bottlenecks ahead, and sense the fact that, even if they become 
grade 12 examiners, they are likely to remain in that grade too long a 
period of time to suit them, and that encourages the } younger man, I 
believe, toleave. If there were some salary relief in the higher grades, 
I believe that the younger men would be more inclined to stay and take 
their chances. 

SUCCESS OF RECRUITING EFFORTS 


Mr. Preston. Are you still able to recruit satisfactorily ? 

Mr. Warson. Yes; the recruiting effort which has been made by the 
Patent: Office has involved not only our personnel department but 
experienced examiners who have been delegated to go to the colleges 
from which they graduated to interest the “faculties of those colleges 
to bring into the Patent Office young engineers. I think that our 
recruiting effort has been extraordinarily successful, considering, the 
extremely competitive conditions whic h exist today in the procure- 
ment of young engineers. 


POSITIONS FOR EXECUTIVE DIRECTION IN 1957 INCREASED ABOVE NUMBER 
REQUESTED IN 1957 BUDGET PRESENTATION 


Mr. Preston. Last year’s budget proposed 2,222 positions for patent 
and trademark work, and 128 for executive direction. 

I notice on page 929 of the justifications that you have 2,215 posi- 
tions for patent and trademark work, and 135 for executive direction. 
There was a transfer of seven positions made from the larger number 
into executive direction. 

Mr. Watson. [ama little bit puzzled by your question. What page 
was that? 

Mr. Preston. That is on page 929, 

Mr. Watson. 135 seems to be the positions and 130 in man-years, 

Mr. Preston. In your 1957 justifications you showed that you 
wanted 128 positions in executive direction. 

Mr. Warson. Yes, sir. 

Mr. Preston. This year you show that you have 135 positions in- 
stead of 128. 

Mr. Watson, 130 man-years. 

Mr. Extis. Mr. Chairman, may I say something ? 
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Mr. Preston. Yes; any of you gentlemen may make any comment 
which you desire in regard to this question. 

Mr. Exxis. The 128, as I see it, is our average employment in 1957, 

Mr. Moore. That is right. 

Mr. Exxis. Our average employment in 1958 would be 130. The 
total number of positions that are apt to be occupied at some time 
during the year in order to produce those man-years, or average nwn- 
ber, is 135 for both years. On page 929 we show 128 in the preceding 
column, 1957. Am I getting on to the figure that you refer to, sir? 

Mr. Preston. Yes, sir. 

Mr. Ex.xis. We will have during the current fiscal year, which is 
1957, an average number of 128 employees, including some employees 
during part of the year. During 1958 we will have them all year 
long and have two more man-years. 

Mr. Presron. Well, you have actually transferred seven positions, 
though, from the patent and trademark section to executive direction. 
You see, you have reduced your figure of 2,222 down to 2,215 in the 
Patent and Trademark Section. 

Mr. Nretson. Mr. Chairman, on page 929 patent and trademark 
shows in 1957, 2,215 positions and in 1958, 2,215 positions; the same 
such totals for 1957 and 1958. 

In executive direction the same position totals are shown for beth 
years. Because of people who resign or are not there the full year, 
we have a difference in man-years, but we still have the same position 
totals. 

Mr. Preston. Well, I do not see your position totals on page 929 
of 2,222 positions in patent and trademark work. 

Mr. Exits. 2,222? 

Mr. Preston. That is what you asked for in the 1957 justifications. 

Mr. Exsits. Mr. Chairman, I think I see where we are missing 
your question. In our 1957 budget we had indicated 128 positions as 
our estimate. Now, when we show the 1957 fiscal year in our 1958 
budget, we are reflecting 135 positions. 

Mr. Preston. That is correct. 

Mr. Exxis. So, we have a change of seven positions there. The 
only way that comes about, Mr. Chairman, is reassessing and _ re- 
planning what we see before us about 12 months later than when we 
make our original estimate. In this executive direction and adminis- 
trative services there is one big part that fluctuates quite considerably, 
and that is our mail function. There are about 33 ordinarily handling 
that, and now we must plan on 37. 

The way it is, some of the applications and other mail items that 
come in are not recorded and routed for several mail dates, It is 
important to keep up with that intake in mail. In addition, there 
has been some increase in the effort that the personnel people have 
had to give to this problem of recruitment which we did not, frankly, 
fully anticipate 12 months earlier, in our 1957 budget. 

So, there have been some modest shifts within our total resourees 
to meet the problem. 

Mr. Preston. I did not know this was going to cause such a 
discussion. 

Mr. Exits. I am sorry that we did not understand it. 
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USE OF FUNDS FOR PURPOSES OTHER THAN FOR WHICH PRESENTED TO THE 
COMMITTEE 


Mr. Preston. It is perfectly obvious what took place. You changed 
some of the operating people and put them into your executive direc- 
tion positions. It brings your overhead and administration costs 
higher, and you get less good out of your operating money. Of course, 
we do not approve of those procedures, where you come in and justify 
funds for one thing and you use the funds for another purpose. You 
ought to come in with firm figures to begin with and, after we have 
appropriated on those figures, not juggle them around to suit the 
pleasure of the agency. 


BUSINESS-MACHINE RENTAL 


Now, you are asking for a $10,000 increase for machine rental. 

Would it be more economical to purchase the machines? 

Mr. Eris. The majority of these are the business machines on a 
rental basis which has been customary for some years. The view down 
there has thus far been that the changes in those machines are much 
too rapid to justify our entering into the purchase of them at this 
time. 

These are primarily those machines that process punched-card data 
used in the classifi ‘ation work that is going on. I had an opportunity 
to view the changes in what they call the boards here within the 
past 6 months and in the past few years there has been a tremendous 
change. Well, if the machines are changing that fast, I think it would 
probably be a very uneconomical situation to purchase the machines. 


PRINTING AND REPRODUCTION 


Mr. Preston. We would like to have a comment from you on this 
large increase of $315,000 under “Printing and reproduction.” 

Mr. Watson. Mr. Chairman, we contemplate printing a larger 
number of patents in 1958 than have ever been printed in any one year 
by the Patent Office—some 58,000 patents. I believe that somewhere 
around 52,000 is the maximum number printed heretofore in any 
one year. With the increased activity of the examining corps an in- 
creased number of allowances may be expected and, then, an increased 
number of payments of final fees and an increased number of issuances 
of patents will follow. 

So, that accounts for the large increase in printing. 


PATENT RECEIPTS 


Mr. Preston. Could you insert in the record at this point a chart— 
or if there is one available in the justifications we will include it— 
showing the receipts? 

Mr. Watson. Yes, sir; the statement contains a reference to the 
receipts. 

Mr. Preston. What are they, Mr. Watson? 

Mr. Watson. Income in 1956 was $6,547,000. It is estimated for 
1957 that $6,800,000 will be received and in 1958, $7 million. 
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PRINTING FUNDS USED IN 1957 


Mr. Preston. There is one figure here that I would like to have 
clarified. In 1957 there was a request for $3,090,000 for printing and 
reproduction, which we gaye you. Your figures carried on page 946 
of the 1958 justifications show that you used' only $3,050,000, which 
reflects a reduction of $40,000. 

Now, you are asking for a big increase. Can you explain that? 

Mr. WArson. There has been some increase in the cost of printing 
per patent. 

Mr. Preston. But, the question is “What happened to the $40,000?” 

Mr. Exxis. Without a detailed analysis, Mr. Chairman, it undoubt- 
edly was redistributed to meet what we could best see as our best 
application of our resources since we were about a year closer to our 
problem, This is what happens in printing, and has happened effec- 
tive last September 1: We have had a price adjustment by the Gov- 
ernment, Printing Office again, and some of those prices go up, 10 
percent, and some of them go down 10 or 11 percent. This last one, 
of course, went up on the thing that cost us the most money. 

Mr, Preston, You have not answered the question, though. If that 
is true, why did you not use the $3,090,000 in 1957 instead of the 
$3,050,000? You have $40,000 unaccounted for in printing and repro- 
duction. You might look back into your records and see if that went 
to take care of these seven additional positions in executive direction. 

Mr, Exuis. It conceivably could have, sir, 

Mr. Preston. Well, did it? That is the question. Did, it do it? 

Tt is not a large item, but at the same time we would like to know 
what happened. | 

Mr. Rooney. It is very significant, though. 


USE OF PRINTING AND REPRODUCTION FUNDS FOR PERSONNEL INCREASES 


Mr. Preston. We would like to know about it, and we would like 
to know about such practices that we do not condone. 

Mr, Extis. We certainly want you to be completely informed on all 
of those things that face us in applying the funds to the best 
advantage. 

Mr. Rooney. That is the reason Mr. Preston asked the question, 
and I think there is a way in which it may be answered. 

Mr. Preston. That is right. 

Mr. Exuis. There are a number of things which change in a period 
of about 12 months that we try to take into account when we give 
you a representation of the distribution of our funds in the current 
year of the new budget, and that is as simply as I can answer the ques- 
tion. The new liabilities, as well as the savings where we can find 
them, have to be taken into account in planning to live within the 
total figure. None of the adjustments, we feel, have been unreason- 
able in their amounts, 

Mr. Preston. Let us get down to the specific answers. You have 
gone all around the mulberry bush. 

Did you or. did not you transfer from “Printing and reproduction” 
$40,000 for the payment of salaries ? 

Mr. Exuis. Not knowingly, sir. 
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Mr. Preston. Well, now, you handle the money of this Office down 
there; do you not? 

Mr. Extis. Yes, sir. 

Mr. Preston. What happened to the $40,000? 

Mr. Exsis. Well, the $40,000 could be in most any part of this 
revised estimate to meet changed prices, sir. That is why I say “not 
knowingly.” Ido know that the $40,000 has been applied in our esti- 
mate somewhere in our budget, and by a detailed analysis we can draw 
out the changes that have been made. There have been a number of 
small changes made and one of the things I might say, Mr. Chairman, 
is that our travel question 
Mr. Preston. Wait a minute, before you start on another subject. 
We gave you everything you asked for last year; did we not? 

Mr. Exuis, Yes, sir. 





USE OF FUNDS FOR PURPOSES OTHER THAN FOR WHICH PRESENTED TO THE 
COMMITTEE 


Mr. Preston. You came in and you gave us a hard set of figures ana 
said, “This is what we want and this is what we are going to do with 
it.” Now, I understand that, in stead of following what you told us 
you were going to do, you have made other adjustments and juggled 
funds to suit your own purposes, rather than doing what you told us 
you were going to do. Is that true? 

Mr. Exxts. I would say it was not with that intent at all. 

Mr. Presron.. Let us leave out the intent. No one ever intends 
wrong; but did you do that? 

Mr. Exxi1s. The figures have been changed for the purposes for which 
we originally estimated to some extent; yes, sir, they have. 

Mr. Presron, I think you had better give us a statement showing 
how you used these funds, because our records do not mean anything. 

Mr. Exuis. For the record, Mr. Chairman, you want a comparison 
of the figures, and an indication of the changes that were made, and 
what prompted those changes? 

Mr. Preston. Yes; we would like to have that as soon as possible. 

(The statement is as follows :) 

Following is the estimated distribution of positions and funds among activity 
categories of the budget, pertaining to the budget estimate and subsequent 
appropriation for the fiscal year 1957. Under “original estimate” are shown the 
estimate figures expressed in the 1957 budget when it was drawn up in the fall 
of calendar year 1955, for submission to the Congress in January of 1956. Under 
“revised estimate” are shown the estimate figures expressed in the 1957 column 


of the 1958 budget when the latter budget was drawn up a year later, or in the 
fall of calendar year 1956, for submission to the Congress in January of 1957. 








Original estimate Revised estimate | Net change 
Activity category | 
Posi- Amount Posi- Amount Posi- Amount 
tions tions tions 
Administration of patent and trade- 
mark system......_...............| 2,222 | $13,273,000 | 2,215 | $13,272,200 -7 —$800 
Printing and publication of patent 
and trademark material... _.____|_....._- 3, 090, 000 |.....-.- 3, 050, 000 |_...__- —40, 000 
Executive direction and adminis- 
trative services. ~..............--. 128 637, 000 135 677, 800 +7 +-40, 800 








| AED: ‘| 2,350} 17,000,000 | 2,350 17, 000, 000 | of} 0 
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For “Executive direction and administrative services,” the revised estimate 
takes into account a realinement of functions and related positions involving 
the Office of General Services and the previously existing Office of Executive 
Officer. The Office of Executive Officer with 2 positions was expressed in the 
original estimate for 1957 as a part of the activity category “Executive direction 
and administrative services,” consistent with prior treatment. The General 
Services Office, with 5 positions, was expressed in the original estimate, con- 
sistent with prior treatment, as a part of the activity category ‘Administration 
of patent and trademark system.” A new Department Order of March 2, 1956 
(several months after the original estimates were drawn up) concerning organi- 
zation of the Patent Office, established an Office of Administration which em- 
braced all 7 of the positions involved, 2 of which were further associated with 
the General Services Division which contains both administrative and program 
service branches. In view of this organizational change, it was considered 
proper that the 7 positions involved should thereafter be considered a part 
of the activity category “Executive direction and administrative services.” This 
treatment was given in the preparation of the 1958 budget, and reflected in the 
1957 column of that budget for comparability with the 1958 presentation. Thus 
the change between activity categories of 5 of the 7 positions is attributable to a 
change in concept rather than a change of substance relating to these positions, 

The other 2 positions represent additional provision, in the revised estimate, 
of 1 position each for personnel work and for correspondence and mail work, 
the need for which was well established by the time the revised estimate was 
drawn up. Indicative of this need was the fact that before the end of fiscal 
1956, overtime equivalent to about 2% man-years had been required in these 
areas to deal with the workload. The 2 additional positions were made available 
as a consequence of a comprehensive reexamination of the many component 
parts of the Patent Office budget at the beginning of the 1957 fiscal year. This 
reexamination of internal needs is customarily made, in light of the many 
possible unforeseen changes in the multitude of variable factors which can 
affect the ingredients of an estimate made almost a year previous. One of 
the results of this critical review was a net reduction of 4 clerical positions 
in the areas of the Patent Office embraced by the activity category “Administra- 
tion of patent and trademark system.” In addition to providing the needed 
clerical positions for mail and personnel work, 2 additional examiner positions 
were also made possible in the revised estimate. 

The net change in the estimate for “Printing and publication of patent and 
trademark material,” is disclosed by the following breakdown of the major 
ingredients of the estimate: 


Orie¢i ial Rev ised | Net change 
estimate estimate 








Printing and publication of patent and trademark issuances 
Gnelndimg speci cations, drawings, indexes, and Official 


SOO ee tad ee a ee 2h hin dette hh ol 535, 000 | $2, 550, 000 | +$15, 000 
Reprint of patent conies to replenish “ex aust” stock of copies__| 425, 000 370, 000 —55, 000 
Other printing and binding. ---..--...-.--..-.-------..- | 130, 000 130, 000 }....-....-.--- 

| | Ta. Pee 
ih ittendilianet conheapmnemnecdimendendhe rit 3, 090, 000 3, 050, 000 — 40, 000 


A net inerease of $15,000 in the estimated costs associated with the issuance 
of patents and trademarks resulted from changes in the price structure, in 
combination with adjustments of the issuance volume affected by modifications 
in the examination procedure. It is in this category of printing that an increase 
in requirements is inetuded in the 1958 budget for the additional 7,000 patents 
which are estimated to be issued during that fiscal vear. 

By reason of a contract price for fiscal 1957 (on the basis of bids opened in 
May 1956) which was approximately 13 percent lower than the price for the 
fiscal vear 1956 on which the original estimate had been based, an adjustment 
of $55,000 was possible in the estimate for reprint of patent copies. In addition 
to covering the additional need of $15,000 for printing of issuances mentioned 
above, a net amount of $40,000, or 1.3 percent of the original estimate, was made 
available for other offsetting cost increases in the Office’s program. Primary 
among these, as experiénced during the fiscal year 1956, were travel in connection 
with the intensified recruitment effort, the problems concerning whieh were 
accented by a higher than normal turnover rate, and the mnexpected extent of 
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expenses of moving and rearrangement of facilities in connection with the acute 
space problem for housing the increased staff, including the increased necessity 
for rearrangement of facilities in existing space. Since these costs affect all 
parts of the Office, a distributed share of the $40,000, amounting to $4,000, was 
ineluded in the revised estimate for the activity category “Executive direction 
and administrative services” and $36,000 for the activity category “Adminis- 
tration of patent and trademark system.” 

Mr. Exuis. This is one of those situations where you have a supple- 
mental need being created which you can handle within the ageney if 
you can see where you can pull down a little bit here and there to take 
care of it, and you do it within the total authority, but within reason. 

That is our philosophy of it. If you gentlemen would like to be 
informed as to each of those changes, we will be very happy to bring 
each of them up as they come about. 

Mr. Preston. Well, if you come in and ask for $3 million for print- 
ing and reproduction and later on you decide that you are going to 
take a portion of that for recruitment, we are wasting our time having 
hearings. You had better come in and ask for a flat $17 million, and 
say “leave it up to us.” 

Mr. Watson. Mr. Chairman, | feel that while I am not familiar 
with this detail that we are getting into my area when you say that. 

Lam a little surprised because we have heretofore thought that we 
did have latitude, and we have done just that, advisedly, with my 
knowledge and consent; namely, 2 years ago we utilized a good deal 
of printing money to pay the salaries of some 55 examiners in order 
to retain their much needed services, We organized our method of 
examination im such fashion that applications would not be allowed 
and so that inventors could not pay their final fees and ask patents to 
be issued, Therefore, we saved from the printing fund enough to pay 
5) examiners and tide them over. 

Now, if that is not the way you want it, why, then we will start 
out on a different plan. 


LOSS OF CONGRESSIONAL CONTROL 


Mr. Preston. Well, Commissioner, if you are going to transfer 
funds into administrative costs at will, after we appropriate them for 
other purposes, we are losing all effective control over the appro- 
priation. 

I do not know how much more money may have gone into adminis- 
trative costs from other objects. But it makes us wonder about a fur- 
ther increase of $315,000 for printing and reproduetion, when last 
year you took $40,000 of it and put it in something else. 

How firm is that figure? We like to believe that you really need 
this $315,000. You had a big increase last year in printing and re- 
production. However, you did not use it, but took it and used it for 
other purposes. 

This is a guessing game on our side to some extent. We have to try 
to use our best judgment based on experience. Most of us have had 
a number of years of experience in dealing with appropriations, but 
we like to think that these figures are reasonably sound. 

Mr. Watson. We will be guided by that which I take it is an instrue- 
tion, and when we say we will spend $3,250,000 for printing, we will 
earmark that sum and use it for that, and no other purpose, if that 
is the way that the committee wishes us to operate. 
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T had thought that we had more leeway than that. 

Mr. Preston. Well, I suspect that there is more leeway practiced 
pretty generally throughout the Government. I do not think that 
you are unique in this respect. at all. However, we do watch for things 
such as building up the administrative costs and the use of operating 
funds for personnel purposes. 

Mr. Watson. Well, we will work it the way you want it. 

Mr. Preston. I do not wish to belabor this point. But when you 
have a request for $17 million and we cut it by $1 million, without 
specifically saying where it is cut, you people have to go back and 
refigure this thing as to where you are going to apply the cut. But 
when you request $17 million and we appropriate right to the penny 
that amout, which is most unusual, I may say, then we would like to 
think that it is going to be used as it was justified. We are wasting 
a lot of time here if that is the way it is going to be done. 

There is something wrong with the system if it is not going to be 
carried out as you justify it to us. 

Is that the sentiment of the committee, or am I wrong ? 

Mr. Rooney. I think you are being very conservative in your state- 
ments with regard to this. I never thought the day would come when 
the House Appropriations Committee after spending the time it does 
in looking at a budget represented to us as so much for one category 
and so much for another category, and then have the agency, after 
having been allowed 100 percent of the funds requested, transfer 
funds from one category to another with a resulting buildup in admin- 
istrative direction, or executive direction, or whatever it is called. 

Mr. Preston. Do you have any questions, Mr. Rooney ? 


VACANT POSITIONS 


Mr. Rooney. I should like to inquire with respect to the number of 
vacancies you had on June 30 of 1956. 
Mr. Preston. Could you give us that figure? That should not be 
a very difficult figure to find. 
Mr. Exx1s. I just got the two of them together here, Mr. Chairman, 
ri a Rooney. As of June 30, 1956, how many vacancies did you 
ave 
Mr. Exuis. The record shows three. We had employment of 2,047 
as compared with 2,050 positions. 
Mr. NEY. You say you had three vacancies as of June 30, 1956? 
Mr. Extts. Yes, sir. 
Mr. Roonry. How many vacancies did you have as of December 
31, 19562 
Mr. Exits. 278. 
Mr. Roonry. How much money lapsed into the Treasury at the end 
of the last fiscal year? 
Mr. Nretson. Mr. Rooney, I believe it was somewhere between 
$28,000 and $29,000. 
Mr. Ex.xas. It was $28,277. 
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COST OF SECURITY INVESTIGATIONS 


Mr. Roonry. With regard to this. chart concerning employment 
how much did you expend for civil-service examinations of prospective 
employees ¢ 

Mr. Watson. There is no formal civil-service examination to which 
the prospective employees are subjected. 

Mr. Roonry. How much is the cost ? 

Mr. Watson. I would say there is none; there is no expense. There 
is a very considerable recruiting expense, if that is what you mean. 

Mr. Rooney. Well, I am first inquiring as to whether or not there 
was any expense involved such as the expense in some other agencies 
for a full-scale investigation which runs into about $250 each. You say 
you do not have that? 

Mr, Warson. No, sir. 


RECRUITMENT. COSTS 


Mr. Rooney. How much was expended in connection with recruit- 
ment of all these people you employed ? 

Mr. Warson. I cannot remember these figures, but I have talked to 
our recruitment officer from time to time, and it seems to me that 
the money which is spent in the recruitment effort, measured in terms 
of dollars per recruit obtained, is extraordinarily low. As I recall it 
is something like $44 per new recruit. 

Mr. Kinestey. I have those figures if you would like to have them. 

Last year we spent on recruitment activities for travel, $11,587; 
salary of persons actually recruiting, $10,507 ; overtime in order to get 
the appointments made and the papers evaluated, $3,325; additional 
personnel in the Personnel Office in order to carry out the recruitment 
program, $11,780; printing of releases to schools and so on, $553; 
making a total of about $37,750. The total number of examiners 
who reported for duty was 440 which makes the average cost per re- 
crult S$. 

Mr. Watson. I said $44. I correct that. 

Mr. Rooney. After that are these people given a civil-service exam- 
ination ? 

Mr. Watson. They are not given a civil-service examination. 

Mr. Kinestey. They are given what we call an unassembled exami- 
nation, and that was included in the recruitment costs. The examina- 
tion consists of an evaluation of the application which is filed. 

Mr. Warson. I was thinking of the days when there were 3 days of 
examination before you could get in the Patent Office. 

Mr. Rooney. Is there an examination as to the trustworthiness of 
the applicant ? 

Mr. Kinastey. Yes. We have the national agency check conducted 
by the Civil Service Commission, for which there is no charge to us 
If we assign any of these individuals to one of our sensitive positions, 
which requires top secret clearance, then we request an examination 
which costs us $250. 

Mr. Roonry. How much of last year’s budget was spent for that 
purpose ¢ 

Mr. Kinestey. I would say roughly $1,500. That is an estimate. 

Mr. Exuis. We can furnish that for the record. 
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(The information requested follows :) 


Expenditures for security investigatitons of Patent Office employees, from fis- 
cal 1956 funds, amounted to $1,484.79. 


Mr. Roonegy. That is all. 


OBLIGATIONS 


Mr. Preston. Will you put in the record what your obligations are 
for 1957 up to date? 

Mr. Watson. Through February they were $11,191,847, or 66 per- 
cent of the appropriation. Unobligated was $5,808,153, or approxi- 
mately 34 percent of the appropriation. 

Mr. Preston. How much do you estimate you will have unobligated 
at the end of the fiscal year? 

Mr. Ex.is. It is reasonable to assume we will have some, but we 
would not guess over one-half of 1 percent right now, which might 
mean $50,000 to $100,000 conceivably. It is pretty hard to hit 100 per- 
cent. But 99 percent, I believe, is very conceivable. 

Mr. Preston. That is all. Thank you very much. 
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Turspay, Marcu 12, 1957. 


COAST AND GEODETIC SURVEY 
WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

REAR ADM. H. ARNOLD KARO, DIRECTOR, COAST AND GEODETIC 
SURVEY 

REAR ADM. ROBERT W. KNOX, ASSISTANT DIRECTOR 

CAPT. I. E. RITTENBURG, ASSISTANT DIRECTOR FOR ADMINISTRA- 
TION 

JOHN M. AMSTADT, BUDGET OFFICER 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 





| 








1956 actual | 1957 estimate | 1958 estimate 
eaeseanenitioestueiesentsotansinianfiiatenennesinsinisichmdial inisinnasein-cnemmti _ ne wil 
P m by activities: 
irect obligations: | 
1, Surveys and charts for marine and air navigation. _- $6, 891,231 | $6,947,900 $7, 575, 900 
Sa ee eee wees 2, 422, 554 | 2, 411, 800 2, 812, 000 
3. Earthquake investigation... ...............-----.--]} 148, 561 | 152, 100 | 159; 606 
ican mnnd an cnehecbesuésuncs | 244, 914 | 270, 000 284, 800 
5. Retired pay, commissioned officers : 432, 004 446, 000 566, 000 
6. Administration ---........-. : 557, 397 672, 200 | 701, 700 
Total direct obligations__. pkaweens agement 10, 696, 661 10, 900, 000 | 12, 100, 000 
Reimbursable obligations: | | 
1. Surveys and charts for marine and air navigation: | 
PP PE Gis che ener ch ontdancnncsenenepuse 1, 054, 699 | 859, 000 957, 006 
PO DASciCGte.. pamaeeews one thanpehembemunn 449, 107 191, 500 | 75, 000 
PE ih eeGUt bie Det enckabkcosmcnecne a os | 962. 107 985, 900 | 1, 0830, 800 
National Science Foundation... -_........-- | . 241, 100 148, 000 
Miscellaneous services for— | | 
Other accounts. __.--..-_- ; pdeciod 133, 007 133, 000 | 93, 000 
Non-Federal sources- --.._.-....-.-.-- cal 62, 618 55, 100 28, 000 
2. Geodetic control: | 
i asec 2 a accel es | 45, 370 161, 500 100, 000 
Si ivipp co teanaxans cnn thaxa's swabaniginede 884, 099 DASE biwcess shea 
Miscellaneous services for— | 
Other accounts. _.....- ; ain dines 27, 720 ‘ wae’ dead J 
Non-Federal sources _ _- j ai 50, 319 166, 000 | 400, 500 
3. Earthquake investigation = 4, 292 6h. 960 | 33, 000 
4. Instrument services _-- -- - ie snare 17, 775 28, 000 | 30, 00o 
6. Administration Snatagestdpwedtheusbasbues | 75, 112 50, 000 | 53, 000 
Total reimbursable obligations - eedee 3, 766, 225 2, 962, 000 2, 946, 3 
—————__=_—_—= =————_—_—_ — = = — 
Total obligations. - Pane ----| 14, 462, 886 13, 862, 000 15, 046, 300: 
Financing: | 
Unobligated balance no longer available paesesnen 7, 339 
Advances and reimbursements from— | 
Other accounts - -.........-- . sScsbacccnnal ae —2, 740, 900 — 2, 519, 800 
I Se, ee ee — 119, 940 — 221, 100 —426, 500+ 
Appropriation. .-.........- Sela ccccasensccal eee 10, 900, 000 | 12, 100, 000 


Notg.—Reimbursements from non-Federal sources are from proceeds from sale of personal property 


Fee eas. 481 (c)) and furnishing special-purpose charts and maps and other related survey data (33 U.S. 
. 8833 (e)). 
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Obligations by objects 


COAST AND GEODETIC SURVEY 


Total number of permanent positions. __- -- £3 

Full-time equivalent of all other positions - 

Average number of all employees. _----- - Lad h.Ld 

Number of employees at end of year. -- waar e- 


Average salaries and grades: 
Gener 





1 schedule grades: 
Average salary —_. dade 
Average grarle. _. . 


Uneraded ‘positions: 


Wage board employees: Average salary 
Crews of vessels: Average salary 


Personal service obligations: 
Permanent positions wares 
Positions other than permanent 


Temporary and part-time : 
Crews of vessels__.-_-- ioe RAL iA 


Regular pay above 52-week base. _-.------ 
Payment above basic rates_._. a“ ‘ ‘a 
Allowances for subsistence and quarters for commissioned 

officers 


Total personal service obligations- 


Direct obligations 


Personal services 
Travel... 
Transportation of things 
Cr mmunication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
Repairs of vessels 
Rations, crews of vessels 
Snpplies and materials 
Chart and bond paper 
Equipment 
Grants, subsidies, and contributions: ¢ 
retirement fund 
Pensions, @nnuities, and 
retired.¢ fficers 
Refunds, awards, and indemnities 
Taxes and assessment; 


‘ontribution t 


insurance claims: Pay of 


Subtotal 


enct 


Total direct obfigations 


Reimbursable obligations: 


Personal services 
Travel 
rransportation of things 
Communication services 
Rents and utility services 
Other contractual services 
Services performed by.othe 
Repairs of vessels 
Rations, crews of vessel 
Supplies and materials 
Chart and bond paper 
Equipment 
Grants, subsidies, and 
to retirement fund 
Taxes and dsses&ments ' 


agencies 


contributions: Contribution 


Total reimbursable obligations 
Total, Coast and Geodetic Surtey 


ALLOCATION TO DEPARTMENT OF THI NAVY 


Repairs of vessels 


Total obligations. _-.- 


1956 actual 


| 1, 581 
{83 

1, 954 

| 2, 071 


$4, 998 
6.4 


, 682 
3, 529 


3, 208 


479 
1, 517, 516 

26, 099 
235, 704 
O77 


789 


10, 084, 795 


8, 206, 316 
$79, O78 
97, 692 

5, 160 

7, 404 

77, 791 

16, 926 

35, 134 

174, 168 

160, 887 

504, 149 

50, 000 


an 
, SoZ 


, 004 
5, O35 
147 


1,823 


15 18° 


10, 696, 661 


. 479 
. 904 
SU 





4) 000 
400, 912 
602 
1, 624 
743 


44 


1957 estimate 


10, 


$5, 179 


GS-6.7 


$5, 810 
$3, 538 


, 796, 500 


249, 100 


, £00, 200 


161, 400 
316, 800 


024, 000 


, 347, 900 


477, 100 
78, 400 
108, 100 
128, 900 
80, 000 
102, 000 
35, 600 
145, 400 
150, 000 
528, 100 
75, 000 
207, 800 


. 914, 000 


15, 000 


Q, 900, O00 


, 676, 100 


Y&R, 800 
6, 500 
1, 300 
14, 000 
10, OO 
5, 000 

148, 000 
40, O00 

294, 500 

42, OOO 

240, 800 


1, 000 


. 962, 000 


862, O00 


3, 862, 000 





1958 estim 





$8, 


10, 376, 


8, 715, 


560, 


109, 
120 
ry 


SO, 


$3, 
145 
146, 


539, 
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400 
20) 


. 600 


600 


, S00 


3, 000 


100 
000 


», 400 


300 
600 
000 
000 
600 


5, 400 


000 
o00 


5, 000 


260) 


1, 660 


HOO 


O00 


OO 
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15, 000 
15, 000 


. 000 
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155, 
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15, 046, 
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Budget authorizations, expenditures and balances 








| 1956 actual 1957 estimate | 1958 estimate 
sitar wean RR CRE EOC | seereiedlietiee ‘ a ais 
BUDGET AUTHORIZATIONS AVAILABLE | 
Appropriation. .- = : aan aaa ..-| $10,724,000 | $10, 900, 000 $12, 100,000 
Obligated balance brought forward -.-. : ; 711, 752 | 582, 703 690, 703 
Restored from certified claims account - -- 72, 000 
Total budget authorizations available _- --| 11,435,752 11, 554, 703 12, 790, 703 
EXPENDITURES AND BALANCES 
Expenditures— | 
Out of current authorizations _ _ _- ee 10, 142, 965 10, 310, 000 11, 315, 000 
Out of prior authorizations._.___-_- nd s 663,715 | 554, 000 | 625, 000 
Total expenditures__.._.._- 4 t icgttte 10, 806, 680 10, 864, 000 | 11, 940, 000 
Balances no longer available: 
Unobligated (expiring for obligation) ._- seat 27, 339 | od 
Other-. oe i cneesdaion 19, 030 | 
Obligated balance carried forward.........._........_-----.-.. 582, 703 | 690, 703 | 850, 703 
Total expenditures and balances. sce : + 11, 435,752 | 14, 554;703 | 12, 790, 703 


ConstruCcTION OF A SurvEYING Sutp, Coast anp GxropetTic Survey 


Program and financing 


1956 actual | 1957 estimate } 1958 estimate 


—— - -— —_——— —_ — —— -—_—- - —- —— | ——. a, - ev 


Program by activities 


1, Design, supervision, ete Pe 2 ; $110, 000 ue 

2. Construction. ; 7 3, 130, 000 i 

3. Equipment and outfitting__. 2 . 270, 000 $190, 000 

Total obligations. -.........--- ‘ “ ‘ | 3, 510, 000 190, 000 

Financing 

Unobligated balance brought forward _.---- San e oeedl —190, 000 
Unobligated balance carried forward __..--...---- all 190, 000 

Appropriation.........-- wgiscain ssaciiaichanindntdidlaeds piaiaeaie esis 3, 700, 000 annette 


PROGRAM AND PERFORMANCE 


The preliminary design of a new hydrographic surveying ship to replace the 
ship Surveyor has been completed and work on the contract plans and specifica- 
tions is in progress. It is anticipated that the construction contract will be let 
in the second half of the current fiscal year. Estimated completion date is 
June 1, 1958. 

OBLIGATIONS BY OBJECTS 


1956 actual | 1957 estimate | 1958 estimate 

07 Other contractual services phased $3, 130, 000 , 
Services performed by other agencies anatase , 110, 000 
 \ E Peete a asia 270, 000 $190, 000 
Total obligations Seka pak mere i ; oe. oo 3, 510, 000 190, 000 


100 


Budget authorizations, expenditures and balances 


























& | 
1956 actual | 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
Re see U.S SEED ee LE ties rete eecetidinnanebe peneenin $3, 700, 000 |. ............. 
Balance brought forward: 
I os Ue oo cciciom adie a ddubienetdilibacs pede cccludbpeed $190, 000 
ee ee Se eehecesadianubiamnbigienlnnaencndhuseare , 630, 
Total budget authorizations available_..................|.....-..------ 3, 700, 000 1, 820, 000 
EXPENDITURES AND BALANCES 
Total expenditures— 
nn ie INNO oi oo striven cecwweccwafuccessuesmwede 2,900; 000 {20sec 
NN Tn nn en nt adn batescedinsecsouniniieuldnessadbisnwenn 1, 820, 000 
Balance carried forward: 
Neen nT ene en en dacececksndiusenpeall ee & 
I tn ae ns cis cncisdenueiddwewewdpuunssabebbuind DETR GED ba cc wwcntecnis 
Total expenditures and balances...............-.-.-.---|-------------- | 3,700,000 | 1,820, 000 





Mr. Preston. The committee will come to order. 

The first item this morning is the “Coast and Geodetic Survey,” 
found on page 44 of the committee print and page 400 of the justifica- 
tions. 

We will insert pages 405 to 409 of the justifications in the record at 
this point. 

(The matter referred to follows :) 
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SALARIBS AND Expenses, BupGet YuAR 1958 


Summary of requirements 


Appropriation, 1957 (regular pond «5 tinin dae teh anncnls sudieicetee ake ... $10, 900, 000 
Base for 1958. SoM ic aite ice iwdewexask ea se 
Net difference—1958 over 1957: 


| 
Requirements | Difference, 





| 

By activity Lge _|increase (+) 
| | or de- 
| 1957 1958 | crease (—) 
| estimate estimate | 
| 
| 


Surveys and charts for marine and air ween ion_._| $6,947,900 | $7,575, 900 +-$628, 000 


Si 
| 





Geodetic control eda edot in pantie 2,411,800 | 2,812,000 | +400, 200 
Earthquake investigation. _-__- eee idetasel 152, 100 159, 600 | +7, 500 
Instrument services... --.-- qoe-ccnahs | 270,000 284,800 | +14, 800 
Retired pay, commissioned officers... 7 446, 000 566,000 | +120, 000 
Administration -.........- ‘ ie 672, 200 | 701, 700 | +29, 500 
Gross requirements. ------.---- Rohe tsa cree 10, 900, 000 | 12, 100, 000 | 41, 200,000 1, 200,000 
Total estimate of appropriation, 1958....................-..-.- ihinmpeeddeinn bucencnace....ap SOO Gee 





| 
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Mr. Preston. This is a request for fiscal year 1958 in the amount 
of $12,100,000, a net increase after deducting retirement fund con- 
tributions of $750,000. 

We have with us this morning the Director of the Coast and Geo- 
detic Survey, Admiral Karo. Admiral, do you have a prepared state- 
ment you would like to present? 

Admiral Karo. Yes; I would like to read it so that it will be in 
the record, if I may. 

Mr. Preston. You would prefer to read it? 

Admiral Karo. Yes, sir. 

Mr. Preston. Very well. 


GENERAL STATEMENT 


Admiral Karo. Mr. Chairman and members of the committee, in 
presenting our budget estimates for fiscal year 1958, I want to assure 
the committee that only those items are included which in our judg- 
ment, meet the highest priority requirements for our services. 

You gentlemen are well acquainted with our many services to the 
public in the interest of safe and expeditious marine and air transpor- 
tation; and the various engineering and technical data which we fur- 
nish in support of the engineering and construction projects and for 
varied scientific and technical programs. 

For fiscal year 1958 we have programed some modest increases which 
should no longer be delayed. Before discussing these increases, I 
want to call attention to the fact that 40 percent of the apparent in- 
crease is for the increased contribution to the civil-service retirement 
fund and for the additional day in fiscal year 1958 and that the in- 
crease for retired pay of commissioned officers is also a noncontrollable 
item. Also, that $100,000 is for the purchase of additional chart paper 
to replace annual consumption. 

Our geodetic control program is being increased to provide for a 
resurvey of a portion of the Mason-Dixon Line and to fulfill more of 
the high priority requirements for geodetic control in support of the 
Federal mapping program and other large engineering and construc- 
tion projects. I need not reiterate to this committee the importance 
of our geodetic control in coordinating and controlling the accuracy of 
the Federal mapping program upon which the development and con- 
servation of our natural resources depends to a large degree. 

We are assisting soveral States, on a reimbursable basis, in provid- 
ing the necessary geodetic control required in implementing the Fed- 
eral-aid Highway Act of 1956. In areas of subsidence, our precise 
leveling furnishes necessary data for delimiting and keeping track of 
the extent of the subsidence. This permits corrective planning of civil 
works and other projects. With the increased industrialization and 
more intensive development of the entire Nation, requirements for 
precise geodetic control—horizontal and vertical—continue to multi- 
ply. Many of our defense projects require increased precision in 
control data. 

The 5-year Federal airway plan has had a tremendous impact on 
aeronautical charting. In order to keep pace with these new require- 
ments and to provide the necessary aeronautical charts for safe air 
navigation requires expanded effort and a greatly increased tempo of 
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operations. The effect of telescoping the 5-year plan into 3 years has 
not been fully determined as yet, nor has the effect of the new 6-year 
planbeen determined. 


The original 5-year plan, which we are providing for, increases the number 
VORTAC radio ranges during 1957-58 some 24 percent, which will affect most 
series of charts. Recompilation of our sectional and WAC charts must be 
intensified to make it possible to legibly and safely show these new ranges and 
other information as well as utilizing new and up-to-date base topographic 
information now becoming available. 

More aeronautical information and more traffic-control services will require 
new charts and the recompilation of some existing charts at a larger scale in 
order to legibly and safely show this new information. The high-altitude route 
structure (for high-speed aircraft—mostly jets) requires a new series of charts, 
as this information cannot be safely superimposed upon the existing charts. 
These are some of the major aeronautical charting items programed for fiscal 
year 1958 at an additional cost of $160,000. 

Associated with the requirements for greater safety in flight and the increased 
tempo in aviation is the need for accurate and up-to-date obstruction plans of our 
major transport category airports. Two additional airport survey parties are 
programed for fiscal year 1958 at a cost of $46,000. 

Minor increases have been requested in other areas to provide for a balanced 

rogram. 

. Our hydrographic surveying program has been further curtailed by the removal 
from service of three intermediate class vessels on the east coast. Cost of 
maintenance was becoming prohibitive and these vessels are being disposed 
of in advance of their scheduled replacement. 

Plans and specifications have been completed and bids requested for the 
construction of the major surveying ship included in the appropriation for fiscal 
year 1957. Bids will be opened on April 4, and we hope that construction can 
be started not too long afterward. 

This, Mr. Chairman, is a condensed résumé of our program for fiscal year 
1958. I will be glad to discuss any phase of it in greater detail. 


We also have some supplemental exhibits which I would like to 
call to your attention, which give the work program and our require- 
ments, 1f you would like to discuss them. 


WORK FOR STATES ON HIGHWAY PROGRAM 


Mr. Preston. How much work are you doing for States on a reim- 
bursable basis? 

Admiral Karo. We are at the present time operating in four States 
on the highway program, Washington, Oregon, Nevada, and South 
Carolina. The dollar estimate we think will be around $400,000 for 
the next year for the various States. 

g Mr. Preston. What is the nature of the work you are doing for the 
tates ¢ 

Admiral Karo. We are providing the geodetic control; that is, the 
positions both horizontal and vertical which they will use for location 
and construction surveys. 

Mr. Preston. For their highway program ? 

Admiral Karo. Yes. That was provided by section 119 of the 
Highway Act of last year. 

Mr. Preston. Does the law require the Coast and Geodetic Survey 
to do this? 

Admiral Karo. The act said to our standards. It did not specifical- 
ly require that we do it. 

Mr. Preston. It is not required that you go into every State? 

Admiral Karo. No; only if the States request it do we go in. It 
is voluntary on the part of the States. 
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Mr. Preston, Are the surveying staffs of the various States compe- 
tent to compile this data ? 

Admiral Karo. Possibly most of them are, but most of them are 
not familiar with surveying over long distances and with the accur acy 
required. If they do this work it is normally for only one purpose. 
If it is tied to the Federal network and adjusted, it c: un be used for 
other purposes. In mountainous areas where there is timber, the 
use of high steel towers which the States do not have is required. We 
put men in there or furnish them advice. We are not forcing our 
services on the States. 

Mr. Preston. It is conceivable, if you continue to do State. work 
on an increasing scale, you will have to increase your personnel. Jnst 
how much do you contemplate of the State work will be done by the 
Coast and Geodetic Survey? How many States do you think will be 

calling on you for this kind of work ? 

Admiral Karo. We have no direct means of finding that out. At the 
present time four States have asked us to help them out. Conceivably 
as the program gets rolling there will be other States, particularly in 
the. mountainous sections where there is timber and where they are 
not competent to handle it with their own parties. 

Mr. Preston. I am not so sure that the committee will look with 
favor upon. too much of a program in connection with the States. We 
will have to know more about it. 

Admiral Karo. As I said before, we are not forcing our services on 
them. 

Mr. Presron. The States will come to the Federal Government for 


everything and then claim that the Federal Government is encroach- 


ing on States rights. Of course the question of States rights is not 
involved in this situation. But they will come to the Federal Gov- 
ernment for all these things and then complain about all tax money 
coming to Washington. 


PERSONNEL INCREASES, SURVEYS AND CHARTS FOR MARINE AND AIR 
NAVIGATION 


What is the basis for the request for additional personnel for surveys 
and charts for marine and air navigation? That is on page 411 of 
the justifications. 

Admiral Karo. That is a composite, and I think if you will look at 
these, they will explain the sum total of the increases in personnel. 
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(The following chart was submitted by the witness :) 


1958 congressional estimates —Explanation of personnel increases or decreases 1958 
over 1957 


Positions Aver- | 
Page focuc i} age} 
Activity | No. | Num- Explanation 
Perma-| Other ber | 
nent 
I. Surveys and charts for marine and 
air navigation: } 
Hydrographie suryeys and —40 —19 | Laying up of ships Parker, 
coastal mapping. 412 Bowen, and: Stirni. 
' | +28 +5 | Operation of ship Experiment 
| for 2 months. 
Magnetic surveys. ._-..- Raa 4\7 +2 us +2} Operation of two magnetic 
field parties. 
Airport surveys JIGGE Tas ode an 418 +6 paats +6 | Tow additional parties and 
| compilation. staff. 
Nautical and aeronautical chart 4 \f +4 less +4 | Nautical charting 
production. i +28 j--------1 +27 Aerouautical charting. 
Total, surveys and charts for 411 +40 | —12) +-25 
marine and air navigation. | | 
Il. Geodetic control 434 +22 | +-30 +44 | Additional geodetic control 
| | | surveys, 
Total, difference__._.......-.__/J 405 , +62 +18 | +69 | 
' sh) , 


Mr. Presron. Will you explain this chart? While it shows where 
the inereases are, the chart does not tell us why. 

Admiral Karo. As indicated in the explanation, the laying up of 
these 3 intermediate-class vessels that I mentioned in our brief 
discussion involves 40 total positions or an average of 19. We feel the 
operation of the new ship we are programing for in the last 2 months 
of the fiscal year will add a total number of positions of 28, or an 
average for the 2 months of 5, which would leave a net of minus 12 
and another of minus 14. That is not indicated, but that is the total 
result. 

For magnetic surveys, which appears on page 417, we are request- 
ing 2 positions for 2 magnetic field parties. These are necessary in 
preparation for the public ation of the 1960 magnetic charts. This 
opers ation recurs on a 5- year cycle. 

For airport surveys we are requesting 2 additional parties and a 
compilation staff of 3 each, or a total of 6. 

For nautical and aeronautical chart production we are requesting 
4 positions for nautical charting to help us overcome the backlog 
in getting the charts to the public in time, and 28 positions for aero- 
nautical che arting to cover the $160,000 increase for implementation 
of the Federal airway program. 

That gives us a total of 40 permanent positions and an average num- 
ber of 25. Then, taking the 12 minus it comes out 28 and 25. 

Mr. Presron. I am not so sure I understand this. What is the net 
increase? Is it 40 positions? 

Mr. Amsrapr. Forty permanent positions and a reduction of 12 
temporary positions, with a net increase of 28 positions and an average 
number of man-years of 25. 

Mr. Preston. So it is an ine rease of 28 positions or 25 man-years? 

Admiral Karo. That is right, in this particular activity. 
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AERONAUTICAL CHARTING 


Mr. Preston. In your statement you indicated some of that is due to 
the high altitude flying. 

Admiral Karo. I said part of our program will be to provide charts 
for the high altitude route structure which will be coming along with 
the jets. 

Mr. Preston. Is this in any way responsible for the increase in 
positions ¢ 

Admiral Karo. There would be a certain number that would be in 
there, but not too many. It is occasioned by the whole increase in 
the aeronautical program which adds more navigational aids. 

Mr. Preston. Let us get down to facts. The airlines now have 
charts that are adequate for navigation. Is that a fair statement? 

Admiral Karo. Yes. 

Mr. Preston. When the new VORTAC devices are established, will 
you have to show VORTAC on all your charts? 

Admiral Karo. Absolutely. 

Mr. Preston. I am trying to clarify this for the record. Do you 
superimpose these new locations on existing charts or do you prepare 
new charts? 

Admiral Karo. Where we can, we put it on existing charts, but the 
information on the charts is becoming so voluminous that the charts 
are becoming illegible or dangerous. In some cases we have to put 
them on a larger scale chart so that we can show more information. 

Mr. Preston. When these new VORTAC devices are established, 
or any other navigational aid, is it essential that they be actually sur- 
veyed by a party’ Cannot the information be transmitted to you by 
CAA in terms of map coordinates and put on the chart without 
survey ? 

Admiral Karo. If they were competent and had the information 
to give us the exact locations, es, but this is not for field location in- 
formation but for office vomallasions to put them on the charts. 

Mr. Preston. It is for putting them on the charts rather than for 
fieldwork ? 

Admiral Karo. That is right. 


QUESTION OF NEED FOR ADDITIONAL POSITIONS 


Mr. Preston. You have a constant staff of people working in this 
area. Why is it necessary every time something new comes along 
to add new positions to do the work instead of doing it with your regu- 
lar people? 

Admiral Karo. We are doing as much as we can, but, when they in- 
crease the number of installations and new control zones it is more 
of an additional workload than our people can handle. We are en- 
gaged in the maintenance of charts for the existing system. When 
they add additional facilities to the extent that this new program 
requires, we are not able to keep up with the work. 

Mr. Preston. One would get the impression, from sitting in appro- 
priations hearings, that all Government agencies are right up to the 
level of their ability so far as production is concerned, and that any 
slight increase of work requires more people. 
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Admiral Karo. I assure you this is not a slight increase. When 
you increase it in the magnitude of the Federal airway program, it 
has a tremendous impact. 


WORK IN CONNECTION WITH VORTAC 


Mr. Preston. Admiral, there has not been any money appropriated 
for VORTAC yet. None has been produced by manufacturers yet 
for sale to CAA or the Defense Department. If they go into pro- 
duction on VORTAC and proceed to install it, it could not be installed 
before the end of the 1958 fiscal year or the start of the next fiscal year. 
The target date was 1959. You cannot begin to make charts until 
that is completed. 

Admiral Karo. No; but the VOR installations are in and they are 
shifting some. 

Mr. Preston. Yes; but the VOR installations are all on your charts 
now. 

Admiral Karo. But they are resiting some. 

Mr. Preston. But the new VOR stations will be in connection with 
VORTAC. Weare not putting in any more VOR/DME, are we? 

Admiral Karo. No. 

Mr. Presron. Then you cannot change your charting until there is 
some definiteness about the location of these VORTAC stations? 

Admiral Karo. That would be correct. 

Mr. Preston. You are asking for money for these people beginning 
July 1 when there is not a VORTAC station anywhere in the United 
States—and there will not be until, at the very best, late in 1958. 

Admiral Karo. When you shift your controlled airways the shift 
has to be so charted that the pilot knows whether he is under control 
or not. 

Mr. Preston. We will check this with the CAA in order to coordi- 
nate it. When do you think that information will be available from 
CAA to enable you to revise your charts? 

Admiral Karo. The CAA has given us a schedule from which this 
is worked out. Of course money was appropriated last year. They 
are continually shifting some of their control zones. 

Mr. Preston. When do you think the data will be available to you 
concerning VORTAC and the high altitude installations that may be 
installed? When will that data be available so that you can put it 
on your charts? 

Admiral Karo. I will have to ascertain that and put it in the 
record, because I will have to go into the CAA plans. 

Mr. Preston. When would you increase these people if we allowed 
you the money ¢ 

Admiral Karo. When the workload required it to be done, sir. 


CHART AND BOND PAPER 


Mr. Presron. Now will you explain this additional sum requested 
for chart and bond paper on page 435 of the justifications? 

Admiral Karo, The additional $100,000 for chart paper, sir? 

Mr. Preston. Yes. . 

Admiral Karo. Our consumption of chart paper has been at the 
rate of about $187,000 per year. We have been living off our inven- 
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tory and it has gotten to the point that our inventory has been so 
depleted that it is no longer safe. We must have funds at least to buy 
approximately the amount of paper that we use. 

I might say that our consumption of nautical chart paper is 900,000 
sheets per year, and of aeronautical chart paper 12 million sheets a 
year. On February 1 our inventory actually on hand of nautical chart 
paper was 367,000-plus sheets, and of aeronautical chart paper was 
3,400,000-plus sheets. The paper is not a stock item that you can buy. 
Bids are put out quarterly for us by GPO and it takes 6 months to a 
year to get the paper from the manufacturer because they only run it 
on order. We have to have that paper for a certain length of time 
for seasoning. We have to carry a certain amount on hand for effi- 
ciency of operation. Our situation is getting very critical in some 
items, because we have had to cut some of our larger pieces of paper 
for smaller charts, which is a wasteful process. 

Mr. Preston. You only estimated you would need $75,000 for this 
purpose in 1957, and that is what we allowed you. 

Admiral Karo. That is right. That was because we were reducing 
our inventory. We had built up the inventory over the past few 
years due to the criticalness of the international situation and the re- 
quetts of the military. Then along comes this increase in price of 
chart paper which is shown on page 425, which has reduced the amount 
of paper that we could buy. 


NEW POSITIONS FOR GEODETIC CONTROL 


Mr. Preston. Tell us about the 22 new permanent and 30 new tem- 
porary positions for geodetic control shown on page 434 of the justi- 
fications. 

Admiral Karo. For many years—the past several years at least— 
we have not been able to keep up with the requirements of the other 
Federal agencies for our geodetic control. The Federal mapping pro- 
gram needs this control to achieve a coordinated system of mapping 
and to provide the required accuracy of the charts or the maps that 
are produced. I think if you will refer to the supplemental exhibits, 
exhibit 22 you will find the status of our geodetic control in the United 
States and where we are programing our work for the following vear. 

Mr. Preston. To what extent is this increased activity essential ? 

Admiral Karo. Well, to provide the necessary control for the other 
elements of the Federal mapping program, to provide a coordinated 
Government operation, it requires that we put in this basic control that 
they use to make their topographic maps. 

Mr. Preston. I am talking about essentiality. To what extent is 
it essential for fiscal 1958 ? 

Admiral Karo. If we are to meet the requirements of other Federal 
agencies we have to have this amount of money in order to meet the 
programs of highest priority of the other agencies. 

Mr. Preston. You are doing abont the same amount of work in 
1957, areawise, as you propose to do in 1958, according to this map. 
I do not know how accurate this map it. 

Admiral Karo. The seale is apt to be confusing. 

Mr. Preston. There must be some comparison, so it seems you pro- 
pose to do about the same amount of work in 1958 as in 1957. We 
are looking for some place to cut these budgets, Admiral. 
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Admiral Karo. It is all broken down. We can give you the areas, 
if vou desire. 

Mr. Preston. If we are going to help the President and Secretary 
Humphrey in their dilemm: a, we must cut out the nonessential items. 

Admiral Karo..Might I add, sir, that if this mapping goes ahead 
without this control, then it will not meet the overall requirements 
for other engineering uses, and when you go into more detailed map- 
ping it will require you to go back and put in more accurate details. 

Mr. Preston. Did you do an inadequate job in 19577 Are you do- 
ing.an inadequate job now? 

‘Admiral Karo. We have not been able to meet the priority re- 
quirements for our control. 

Mr. Preston. Who sets those? 

Admiral Karo. Primarily the Geological Survey. Their require- 
ments are made on the basis of priority. 

Mr. Tuomas. That is in the Interior Department ? 

Admiral Karo. Yes. 

Mr. Tuomas. Mr. Chairman, will you yield briefly / 

Mr. Preston. Yes. 


INFORMATION SUPPLIED CAA AND CAB 


Mr. Tuomas. Will this country suffer if this program does not go 
into effect? Personally I would like to know what exactly is the 
data which you will supply the CAB and CAA. Just exactly what 
data will you supply them ¢ 

Admiral Karo. The information that we supply the CAA and 
CAB? 

Mr. Tuomas. Yes. 

Admiral Karo. The aeronautical charts are one of the primary 
elements in safety for navigation. 

Mr. Tromas. What are the specific things you show ? 

Admiral Karo. We show the location of the navigational aids used 
to control the aircraft in flight. The control tower says you will go 
such and such a place and hold it on a fix, and will tell you how to 1: ind 
atanairport. It gets the plane off the ground. 

Mr. Tuomas. It does not show if you have particular air currents ? 

Admiral Karo. No, just the location of the navigational aids. 

Mr. THomas. Excuse me, Mr. Chairman. 

Mr. Yates. W hat do you do in foggy weather ? 

Admiral Karo. They go on instruments. They are told to hold on 
a certain fix and they ‘will be told to maintain a certain elevation. 

Mr. Yates. That has nothing to do with your charts? 

Admiral Karo. They have to have a chart to know what aid to go to, 
to hold to, or to come in and land. We have the facility charts that 
show how to navigate. 

Mr. Yates. You also have your dead-reckoning charts? 

Admiral Karo. Yes. 

Mr. Preston. All of that is already on the charts that they use now. 

Mr. Yares. I should like to see some of those charts. 

Mr. Preston. They cannot make new charts until they get the infor- 
mation from CAB or CAA. Every pilot gets a sheet show ing when 
a facility is moved, 
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Admiral Karo. That is right. We do not immediately publish the 
charts except the landing charts which are published on a schedule of 
about every 6 months. 

Mr. Preston. But every time a facility is moved a copy is sent to 
each pilot and he makes a notation of it on his chart. 

Admiral Karo. He should do that but we know for a fact they do 
not. 

Mr. Preston. I am going to assume they do, if I am going to con- 
tinue to fly with them. 

Admiral Karo. The instrument charts are corrected right up to the 
time the corrections come out. 


INCREASES IN EXPENSES OTHER THAN FOR PERSONNEL 


Mr. Preston. All the increases in “Other objects” under Geodetic 
control relate to the additional people you are seeking ? 

Admiral Karo. Yes, sir. 

Mr. Preston. All of them? 

Admiral Karo. I believe so. 

Mr. Preston. You have a $32,000 increase in equipment. 


TRUCK PURCHASE PROGRAM 


Mr. Amstapt. Included in that $32,000 is our truck purchase pro- 
gram. We have initiated a truck re ent program. 

Mr. Preston. Then it is not all related to the increased number of 
positions ? 

Mr. Amstapr. It is related to the increased program. 

Mr. Preston. But not necessarily to the increased number of posi- 
tions, is it? 

Mr. AmstaprT. I say it is related to the increased program. 

Admiral Karo. Mr. Chairman, getting back to this control, I would 
like to say it is not only for the Federal mapping program, but it is 
also the basic information that is needed for the water resources pro- 
gram. I think you are familiar with those studies? 

Mr. Preston. Yes. 

Admiral Karo. All of this information will apply when the study 
is made as well as in support of the Federal mapping program. 

Mr. Bow. Mr. Chairman, I am going to have lasts this com- 
mittee in a few minutes to attend another meeting of the Appropria- 
tions Committee having to do with the State Department budget. I 
wonder if the chairman will yield to me for a few questions / 

Mr. Preston. I will be glad to, Mr. Bow. 


ACTIVITIES IN CONNECTION WITH VORTAC PROGRAM 


Mr. Bow. Admiral, I take it from your testimony that the 
VORTAC program is going to put quite a load on your Department ? 

Admiral Karo. The shake Federal airway program will; yes. 

Mr. Bow. How long a time do you think it will take to complete that 
program ¢ 

Admiral Karo. You mean to meet our part of the program ? 

Mr. Bow. Yes. 

Admiral Karo. It will come right along with the CAA program. 
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Mr. Bow. You mean the establishment of these new aids? 

Admiral Karo. Yes. They will have to be put on our charts. 

Mr. Bow. But that will not continue indefinitely ? 

Admiral Karo. No. 

Mr. Bow. Generally we find when new employees are added it is a 
very difficult thing to take them off the payroll. 

Admiral Karo, That is right. 

Mr. Bow. A temporary employee, as Mr. Clevenger has said many 
times, is one of the most permanent things you can have in Govern- 
ment. 

Admiral Karo. That is right. 


CHART COMPILATION ON A CONTRACTUAL BASIS 


Mr. Bow. Would it be possible to do this job by contract ? 

Admiral Karo. I do not believe it would. 

Mr. Bow. There is no possibility of doing it by contract, then 
at the end of that contract we would be back where we are now? 

Admiral Karo. No, because they will still have to come back to us 
or CAA to put their information on the charts. 

Mr. Bow. You do not believe by contract you could get the engi- 
neers to do that ? 

Admiral Karo. That is what we are doing, we are getting the 
engineers to do it. 

Mr. Bow. But if you put them on the payroll you will have them 
from then on. 

Admiral Karo, If you will look over our record I think you will see 
we are one agency that has not increased. 

Mr. Bow. I was interested in whether there was any possibility 
of its being done by contract. 


NAUTICAL CHARTING 


One further question. It seems to me if we become embroiled in 
hestilities with the Soviet Union, that we will be faced with serious 
submarine warfare. 

Admiral Karo. Yes, sir. 

Mr. Bow. We have in the southern part of the country a very fine 
international waterway through which supplies can be moved to 
Key West. Are you satisfied with the present charts of that water- 
way! 

Admiral Karo. We maintain them with the best information we 
can get from the engineers. They were recently compiled all the way 
down to Brownsville, Tex. Asa whole they are quite good depending 
upon the information we get as to the water depths. We have no 
control over the depths. 

Mr. Bow. You get that information from the engineers ? 

Admiral Karo. From the engineers from their dredging surveys. 

Mr. Bow. You make no soundings yourself in making the charts? 

Admiral Karo. The engineers normally have cognizance over the 
dredged channels and we do not duplicate their work. 

Mr. Bow. I was recently in that area and it came to my attention 
from a number of people that the charts are inaccurate; there are 
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places where they show depths of 7 feet or more when in fact the 
depth is not 7 feet, but considerably ath 

Admiral Karo. That information should be brought to the attention 
of the engineer.. If it is brought to our attention we transmit it to 
the engineers. 

Mr. Bow. Your information then for these maps comes from the 
engineers / 

Admiral Karo. The channels were supposed to be maintained by 
the engineers. When we have a coast pilot operation we will check 
the channels and change them then, but they are not a part of our 
normal program of maintenance. 

Mr. Bow. Thank you very much. 


ADDITIONAL PERSONNEL REQUESTED 


Mr. Preston. I would like for you, Admiral, or your budget officer, 
to justify this discrepancy. 

In this request under the Geodetic Survey your money is up 10 
percent and your positions are up 14 percent ‘and your request for 
travel is up 20) percent. How do you plan to take care of a 14 percent 
increase in positions with a 10 percent increase in Money 4 

Mr. Ansrapt. The additional personnel we will hire will be at a 
lower grade than the personnel we presently have. <A lot of the 
additional employees would be of the lower grade category. The 
people we presently have would be the key personnel for these addi- 
tional parties. 

Mr. Preston. What grades will they be? 

Mr. Amstapr. In the geodetic parties, the new personnel would be 
in grades 3,4,5,and 7. ‘They would be lower grade personnel. 

Mr. Preston. What is vour average grade / 

Mr. Amstrapr. Around grade 6, sir, for the entire Bureau. 

Mr. Presrox. Do you think that would account then for the 4 per- 
cent difference / 

Mr. Amsrapr. Yes. 


INCREASE IN TRAVEL 


Mr. Presrox. What about your increase of 20 percent in travel ? 

Mr. Amstrapr. That travel difference was based on the areas of 
operation, and the number of people and the per diem rates. There 
have been some slight adjustments in the per diem rates in order to pay 
an equitable amount of per diem in comparison with other Govern- 
ment agencies. That is an accurate figure based on the movement of 
parties ‘between areas of operation as our program is planned, and the 
amount of per diem involved for the total personnel. 


POSITIONS INCREASED IN 1957 OVER NUMBER REQUESTED IN 1957 BUDGET 
PRESENTATION 


Mr. Preston. Mr. Amstadt, perhaps this is a fair question for you. 
Pay attention very carefully to the figures. The 1957 budget for 
administration requested 80 positions at $430,600 for personnel serv- 
ices. I notice that the 1957 column of the 1958 budget. shows not 80, 
but 91 positions, and not. $430,000 but $499,300 for 1957. 
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From what activity did you transfer the 11 positions and the $69,000. 

Mr. Amstrapr. We made some internal adjustments in our organi- 
zation. Some of the positions which were preyiously located in other 
activities were deemed for administrative purposes better located in 
other areas. An example of that is some of the positions which were 
previously located in our instrument activity, such as shipping and 
receiving. They are now located in our : administrative services activ- 
ity. There were some other adjustments of that type. The net in- 
crease of administrative personnel has been very small, just a few 
position increases in administration in order to better handle the 
Bureau programs. We have gone into the accrual type cost account- 
ing system. We have tried to make other management improvements. 

Mr. Preston. You have taken money out of « operations and put it 
into administration ; that is the net effect of it, is it not ? 

Mr. Ausranr. T would s say toa small extent: ves. 

Mr. Preston. To the extent that I reported, $69,000 in personal 
services, 

Mr. Amstapr. A part of that is due to an organizational realine- 
ment. In other words, the same functions are being performed but 
are being shown under a different activity. 

Mr. Presron. It is a very simple thing for you to decide to change 
an operation function to an administrative function and switch the 
whole thing over. The net effect is you do not do what you come to 
the cominittee and say that you are going to do with the money you 
request. 


INCREASE IN ADMINISTRATIVE EXPENSES OTHER THAN FOR PERSONNEL 


Let us goa step further. In 1957 you requested $115,400 for other 
objects for administration. The 1957 column of this 1958 budget 
shows $172,900. Where does the increase of $57,500 come from? 

Mr. Amsrapr. The big difference in this activity is the change in 
the handling of the penalty mail which was previously distributed 
throughout the various activities and now for reasons of simplification 
it is handled on a one-record system and a one-repayment basis through 
the Post Office Department, and it also shows up under administration. 
We have tried to simplify our recordkeeping and funnel these records 
into one area. 

Mr. Preston. Does that account for the $57,500? 

Mr. Amstrapr. The penalty mail would account for the bulk of that, 
sir. 

Mr. Preston. Does it cost that much ? 

Mr. Amsrapr. Yes. Our reimbursement to the Post Office Depart- 
ment is $69,000 annually for our penalty mail, a portion of which was 
previously in administration and the rest of it was located in other 
Bureau activities. 

Mr. Preston. How much was in administration before, roughly? 

Mr, Amstapr. I would say approximately $20,000, sir. 

Mr. Preston. That would not take up the whole of the $57,500. 


POSITIONS TRANSFERRED TO ADMINISTRATIVE DIVISION 


Now, you say that you changed some positions into administrative 
positions. Describe those positions again. Yousaid something about 
receiving instruments. 
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Mr. Amstapt. We previously had our activity of shipping and re- 
ceiving our appt, instruments, and equipment located in the activ- 
ity which we call instrument services. We have considered the opera- 
tion of that function better located in our administrative division area. 

Mr. Preston. Have you so indicated that in this budget? 

Mr. Amsrapr. That is not spelled out in detail, sir. 

Mr. Preston. Has it been heretofore? 

Mr. Amstapr. No, sir. We have mentioned it in the past under the 
instrument-services activity, which included the shipping and receiv- 
ing functions. It is not included under instrument services as it is 
now presented. 

Mr. Preston. When did you make the change ? 

7 Amstapt. It was made during the early part of the fiscal year 
1957. 

On page 402, Mr. Chairman, we do make reference to administration 
and we say this: 

Several advances have been made in the administrative areas of the Bureau, 
notably the installation of an accrual cost accounting system, a centralized motor- 
vehicle management program, and realinement of administrative functions to 
provide for better overall direction and efficiency. 

Mr. Preston. That could cover a multitude of sins. 

Mr. Amstapr. We have also taken over in the administrative area 
centralized accounting in the Bureau. Some of the accounting which 
was previously maintained in the operating areas is now under the 
administrative functions. 





CUT IN 1957 BUDGET APPLIED TO NONADMINISTRATIVE ITEMS 


Mr. Preston. Now, Mr. Amstadt, last year you requested $11,- 
020,000. The appropriation for 1957 was $10,900,000. 

Mr. Amsrapr. Yes, sir. 

Mr. Preston. Which is a cut of $120,000. It appears that you took 
this cut entirely in the nonadministrative items in addition to the 
transfers that we have been discussing; is that right? 

Mr. Amstaprt. That is right, sir. 

Mr. Preston. Is that proper? 

Mr. Amstapr. Our administrative activities have always been kept 
toa bareminimum. We have always operated conbiderably within all 
ratios that have been prescribed for various administrative functions, 
whether they be fiscal, personnel, or other management types. 

Mr. Preston. Is it not a fact, just as a matter of policy, that you 
just do not want to cut anybody’s job, but you do not mind cutting 
equipment and other objects? 


PERSONNEL REDUCTIONS AS RESULT OF LAYING UP SHIPS 


Admiral Karo. That was one of the reasons, plus the increased cost 
of maintenance, that we laid up the three intermediate-class ships on 
the east coast. We felt, because of the reduction in the money that we 
asked for and the increased cost of maintenance, it was better to lay 


them up now and wait later for the replacement than it was to rob 
other operations to keep these three parties going. 
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operating cost, indicating that it was uneconomical. You did not say 
anything about this cut. 
' Admiral Karo. I do not like to cry over spilt milk, shall we say? 
Mr. Preston. That is what you are doing right now. 
Admiral Karo. I am explaining what happened. 
Mr. Preston. You ought to lay it right on the line. If the cut had 
anything to do with the laying up of the three ships, put it on the line. 
Admiral Karo. That seemed the best place to reprogram to make up 


Mr. Preston. In your opening statement you blamed it all on the 
| 


the deficit. 
Mr. Preston. It is certainly unthinkable that anybody’s job would 
be eliminated. 
_ Admiral Karo, The jobs of the men on the ships were eliminated, 
sir. 


Mr. Preston. I would be interested to know just what happened to 
the jobs. How many were absorbed in other operations ? 

Admiral Karo. Where we had a vacancy on the other ships, we 
transferred them. 

Mr. Preston. Suppose that you give us a chart showing exactly 
what happened to the people you say lost their jobs on the three ships. 
I am pretty well satisfied that we will find they were absorbed into 
the operations someplace else. The sin that you committed is no dif- 
ferent from the sins committed by other agencies, I may say. But it is 
the same thing that we have to deal with all the time. It makes it all 
the more difficult for us to get reductions in Government personnel, 
which is absolutely essential if we are going to bring about a tax cut. 

(The statement requested is as follows :) 

Of the 40 people employed on the ships Parker, Bowen, and Stirni, 10 were 
separated and 30 were reassinged to other vessels’ to fill existing vacancies within 
the authorized complement of those vessels. The authorized complement of the 


vessels to which these employees were assigned, was not increased in any way to 
take care of the personnel involved. 


EMPLOYMENT COMPARED WITH AUTHORIZED STRENGTH 


Mr. Preston. How does your present employment compare with the 
authorized strenth for 1957, Mr. Amstadt ? 

Mr. Amstapr. Our authorized strength in the way of positions for 
1957 is 2,093. Our employment as of December 31, 1956, was 1,864. 
This number includes 341 personnel engaged in reimbursable work. 
There were 229 vacancies as of December 31, 1956. This is largely 
attributable to our seasonal employment. We are at a low point in 
the winter months when we economize as much as possible by laying off 
those personnel we can spare on our crews and disbanding some of our 
surveying parties and reducing complements. 


OBLIGATIONS } 


Mr. Preston. What is your present obligation figure to date? 

Mr. Amstapr. Our obligations as of January 31, 1957, are $6,367,627. 

Mr. Preston. You are going to have a pretty hard time getting rid 
of that money between now and June 30; are you not? 

Mr. Amstapr. No, sir. 

Mr. Preston. How are you going to do it? You do not have any 
big, lump-sum expenditures for equipment, do you? 
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Mr. Amsrapr. Actually, we are running into a heavy seasonal em- 
ployment now. We have recruited now for the season’s operations 
for our ships and our survey parties, and from March on we have our 
biggest seasonal operation. e also have to purchase some of our 
supplies which we normally replace at this time—fuel oil and chart 
paper and other replacement items. 

r. Preston. Yes; but you have nearly 50 percent of your money 
left. 

Mr. Amsrtapt. The figure I gave was for the first 7 months. 

Mr. Preston. I asked you what is it wp to date—what are your obli- 
gations to date, March 12? 

Mr. Amstapt. I do not. have that figure with me. I will be glad 
to furnish it for the record. Because of our field operations and the 
delay in getting this information from the field, will the March 1 obli- 
gation figure be satisfactory ? 

Mr. Preston. It will be satisfactory. 

(The information requested is as follows :) 


As of March 1, 1957, obligations against the Bureau’s appropriation totaled 
$7,277,525. 


ARRANGEMENTS FOR LIVING QUARTERS OF FIELD PARTIES 


Mr. Preston. Now, Representative Fred Marshall, of Minnesota, 
writes a letter to this committee about a matter. I will briefly call 
it to your attention, Admiral, and see what your comments will be. I 
will read the letter as rapidly as possible. 

(The letter was read as follows :) 


The United States Coast and Geodetic Survey assigned a triangulation field 
party to carry on work in Meeker, Wright, and Stearns Counties in Minnesota. 
In making arrangements for field headquarters, an employee of the Coast and 
Geodetic Survey made arrangements to establish the headquarters. Rear Ad- 
miral Karo informed me in a letter of November 7, which I quote: 

“The practice for many years has been for an experienced employee of the 
party to inspect the area of operation for adequate living space prior to move- 
ment of the main group. Our mobile field parties have been instructed and 
experience shows that they have observed health and sanitation requirements 
established by local authorities wherever it has been necessary to occupy living 
areas designated for occupancy by established authority.” 

The situation is this: In making arrangements for the location of this crew 
the agent encouraged one community to bid against the other to furnish facili- 
ties at the lowest figure. There is located in Litchfield, Minn., a trailer court 
which has ample room and, in my estimation, quoted reasonable rates which met 
all of the health requirements required by the city of Litchfield and the State 
of Minnesota. However, the advance representative maneuvered the business 
interests of one community to bid against the other, which caused the city of 
Litchfield and the State of Minnesota to waive their health requirements. 

The result of this caused the camp to be located within the city of Litchfield 
on a site called the fairground where sanitation facilities did not exist, the fair- 
ground being a bare piece of ground since a fair has not been in operation on 
the lot. In order to take care of sewage, I was informed it meant sinking 
barrels in the ground, and the condition was anything but conducive to good 
sanitation. In fact, the handling of this transaction caused the county attorney 
to question me concerning the attitude of the Federal Government in earrying 
out a practice of this type. He did think it was good public relations and that 
we ought to be encouraging high sanitation standards instead of following the 
practice that was followed at Litchfield. 

A representative of the Minnesota State Department of Health informed me 
he felt the conduct of the representative of the Coast and Geodetic Survey in 
this instance was unfair and unreasonable and ought to be looked into. 

Of course, the city of Litchfield and the State of Minnesota, under pressure, 
waived their health requirements—this is not to be condoned or excused. It was 
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done by extreme pressure by the business interests of the city of Litchfield who 
felt ne they would prosper by having these additional families in their com- 
munity. 

Mrs. Radunz, who owned the trailer court, attempted to bring legal action 
against the city of Litchfield and the State of Minnesota. This case was thrown 
out of court by the district judge, who stated that the Federal Government should 
also be included in the suit. It is my understanding that Mrs. Radunz, upon the 
advice of her attorney, dropped the case, feeling that action against the Federal 
Government would be more expensive than any benefits to her. 

This is the matter which I talked over with you briefly on the floor of the 
House. 

Now, is it a matter of good policy to have your people out in these 
communities getting the communities to compete with each other about 
furnishing facilities for your people? Why do they have a different 
status from anyone else ¢ 

Admiral Karo. I am not cognizant of that, and I am not question- 
ing the veracity of the Congressman’s statement, but he is just — 
from people. We have answered several letters on that incident. 
think the lady’s action should be against the city authorities and not 
against us. 

Mr. Preston. I am not concerned with the lawsuit. I am concerned 
with the idea of Federal employees going around and getting com- 
munities to compete with each other for locating a small survey party 
of about 25 families. I guess that is about the right number? 

Admiral Karo. Yes. To begin with, there are very few areas where 
you can move that many people and where there are adequate facilities. 
We certainly do not want to move them all at once, and then try to 
look for a place; therefore, we send an experienced employee ahead. 
Of course, the first thing he does is to contact the city for recommenda- 
tions. I am satisfied that is probably what this gentleman did in this 
particular instance. 

Mr. Preston. I do not think it is a good thing for them to be set 
up on a fairground with primitive sanitation facilities. I do not see 
why they should move into such a place as that. 

Admiral Karo. I did not inspect it. All I have is that statement 
there. 

Mr. Preston. They could go in and get cheap rates on that basis. 
But it reflects no credit on the tvpe of employees that the Federal 
Government has to have them using such inadequate facilities. 

Admiral Karo. After we received the complaint we transmitted 
it to the employees and told them to be extremely careful in the future 
that there was no criticism of that kind that could be leveled against 
the Government. 

Mr. Preston. I take it that they moved into house trailers? 

Admiral Karo. Most of the parties have house trailers; otherwise, 
they have to rent living quarters. 

Mr. Preston. That is all right, living in house trailers. It is prob- 
ably essential, but they certainly ought to be required to hook up to 
the sanitary facilities of any community and conform to the local 
laws. 

Admiral Karo. That is what they are supposed to do, comply with 
the local regulations. 
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Mr. Preston. Just because a local community waives them, because 
of the eagerness of the chamber of commerce, it is no sign that the 
Federal Government ought to permit it. 

Admiral Karo. No, sir. I have instructed them to be extremely 
cautious hereafter. 

Mr. Preston. I hope you will not let your people get into that 
position again. 

Admiral Karo, No, sir. It is embarrassing to me to have to answer 
those letters. 

Mr. Preston. The Coast and Geodetic people that I have known 
throughout my life have been high-type people. 

Admiral Karo. That is right, sir. 

Mr. Preston. And they have maintained living standards wher- 
ever they have worked. That is the type of people we want. We do 
not want to find them in substandard conditions. 

Admiral Karo, That is correct. I am very much shocked at that. 
Of course, we refuted part of that:information. 

Mr. Yares. Would you not say that the city of Litchfield was as 
much to blame as the Geodetic Survey ? 

Mr. Preston. Yes. 

Admiral Karo. I do not think there will be any repetition of that. 

Mr. Preston. Now we will open the hearing up for general ques- 
tions. 

VORTAC PROGRAM 


Mr. Yates. Admiral, when were you told to make changes in your 
charts to reflect the VORTAC program ? 

Admiral Karo. We get information from the CAA continually with 
regard to the reassigning of the location of new aids. Of course, it 
is incumbent upon us that we put those on the charts. 

Mr. Yates. From your answer then I take it that the CAA informed 
you that it was going into the VORTAC program. When did it 
so inform you? 

Admiral Karo. That is in their regular program. 

Mr. Yates. When did they tell you they were going to go into the 
VORTAC program? There has been a dispute between TACAN 
and DME. 

Admiral Karo. That is right, sir. 

Mr. Yates. And the CAA made up its mind to go into the TACAN 
program. I want to find out when they made up their minds. When 
you were advised ? 

Admiral Karo. I would have to look up the exact date of that. 

Mr. Yates. Do you remember approximately ? 

—, Karo. No, sir. I would not even want to hazard a guess 
on that. 

Mr. Yates. When was the budget prepared to reflect that you were 
going into the VORTAC program? 

Admiral Karo. The budget was prepared last summer and finalized 
last fall. Of course, the CAA is still installing, or changing the 
VOR’s which is half of the VORTAC system. Then they will put in 
the TACAN, fit the distance measuring right on top of the VOR’s 
so that the combination of the two gives them the VORTAC. 
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Mr. Yares. I was not able to hear your answer to the chairman’s 
question ‘as to why you could not use your present maps to put the 
VORTAC changes on them. Is it such a major change? 

Admiral Karo. Where we can we will. We are having more and 
more navigational aids and more controlled areas, and in many cases 
there are so many aids and so many controlled areas that we will have 
to expand the scale of the charts to make it legible so that they are safe 
to be used. 

Mr. Yates. There are going to be a number of major changes 
contemplated ? 

Admiral Karo. That is right, with all of the controlled airspace. 


LOCATION OF WRECKS 


Mr. Yates. I have one more question that relates to your surveys 
of the sealanes. You found a number of wrecks, as I remember. 
What do you do with those wrecks when you find them? 

Admiral Karo. That is correct. Most of them are from the past 
war. Many of them have been buoyed where they have been actually 
known and been a menace, so the cost of maintaining the buoy has 
been going on for years and years, When they are demolished there 
is no continuation of the cost of the maintenance of the buoys. 

Mr. Yates. Did you turn the job of ciearing the lanes over to the 
Coast Guard ? 

Admiral Karo. We just locate them. 

Mr. Yates. And the Coast Guard takes over ? 

Admiral Karo. The Coast Guard either marks them, or the Corps 
of Engineers may issue contracts to have them demolished. If de- 
molished, we resurvey the immediate area to determine if there is a 
safe depth over them. Also, some are just spotted on the map. We 
have disproved them or found them located somewhere else. 

Mr. Yates. You do not go looking for the treasure ships 01 cen- 
turies ago? 

Admiral Karo. No; but we get a lot of requests as to where they are 
located. 


GOVERNMENTAL AGENCIES DOING NAUTICAL AND AERONAUTICAL CHARTS 


Mr. Horan. What departments of Government make charts? Do 
you do that alone? 

Admiral Karo. For the charts of the United States, Territories, and 
possessions, we have the sole responsibility for the nautical and aero. 
nautical charts. 

Mr. Horan. Does the military have a chart division ? 

Admiral Karo. Yes. Of course, the Hydrographic Office of the 
Navy provides the nautical charts of the foreign areas. The Aero- 
nautical Charts and Information Center of the Air Force provides 
the worldwide coverage outside the United States for aeronautical 


charting. 

Mr. Hedin What efforts do you make to guard against any duplica- 
tion of effort ? 

Admiral Karo. Of. course, we have continuous liaison with them 
and, of course, each one understands its own responsibility. In fact, 
part of our reimbursements are because the military reimburses us for 
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the nautical and the aeronautical charts of the United States, Terri- 
tories, and possessions that they require for their operations. 


REIMBURSABLE WORK FOR OTHER AGENCIES 


Mr. Horax. Would you give us the total of the transfers that were 
made to you from other departments and agencies? 

Admiral Karo. The total estimated for 1957 is $2,800,000, 

Mr. Preston. Sometime we are going to take time off to go into this 
reimbursable money and see what you do with it. I think that it 
would be interesting to find out. 

Admiral Karo. We have it broken down for you in our presentation 
here. 

Mr. Preston. What page is that on? 

Admiral Karo. Pages 451, 452, and 453. I think it pretty well de- 
scribes what we are doing. Asa basic service organization for the rest 
of the Government we do have a lot of it. 

Mr. Preston. How many employees do you have on a reimbursable 
basis ? 

Mr. Amstrapr. Three hundred and forty-five—that is the average em- 
ployment this year. We have a breakdown of that by major projects 

Admiral Karo. I think you will see that all of our reimbursable 
work here is very well spelled out, and I hope enough information is 
given so that it is perfectly clear. 

Mr. Preston. Well, it just puts the topping on the cherries., It 
gives you all of this extra money to sweeten up the kitty for these 
other activities. 

Admiral Karo. Why should the Government duplicate operations ? 

Mr. Preston. We quite agree. We are not finding any fault with 
the matter of the transfers. But it is money that Congress has no 
control over whatsoever. We do not know what you do with it. 
We worry about the budget requests. . 

We will take up an item later, the Bureau of Standards, where they 
have a terrific amount of transferred money. We do not know what 
they do with it. I think sometimes we kid ourselves’ in these hear- 
ings. There is always this big area that we do not know a thing 


about. 


USE OF FUNDS RECEIVED FROM REIMBURSABLE WORK 


Admiral Karo. One of the largest areas we have is the reimburse- 
ment for charts from the military. 

Mr. Preston. How much is that? 

Admiral Karo. From the Air Force we estimate $850,000 for 
1958. 

Mr. Preston. They pay you $850,000 for the charts. We do -not 
know whether you take that $850,000 and apply it to the extra peo- 
ple in that section required to produce these charts, or whether you 
take a portion of it and buy vehicles, or station wagons, or air-con- 
ditioning units, or what-not. : 

Admiral Karo. By law you must spend it in the area that you col- 
lect for. Our cost-accounting system will show that. It is based 
on these items that we furnished to you. 

Mr. Yates. Is it in the nature of a revolving fund ? 

Admiral Karo. No, sir. 
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Mr. Amstapr. This is a reimbursement for the nautical charts and 
aeronautical charts furnished to the military. 

Mr. Preston. Out of that money, how much do you set aside for 
other objects? 

Mr. Amsrapr. We are only permitted to charge the military for 
the paper and the necessary supplies such as ink, which goes into the 
printing. No equipment or other supplies can be purchased and these 
costs are determined and billed on an accrual cost-accounting sys- 
tem. 

Mr. Preston. Well, that is not exactly a direct answer. It is an 
indirect answer. Do you set aside any of this money that comes in 
for this purpose for other objects? 

Mr. Amsrapr. No, sir. 

Admiral Karo. Except the ink, the direct cost. 

Mr. Preston. What about all the other items / 

Admiral Karo. We have charge of the geomagnetic investigations 
for the United States. It is only natural when the Air Force wants 
to know the magnetic properties of the area where they swing their 
aircraft. adjust their magnetic compass, they would come to us. 

Mr. Preston. You are getting into the sphere of technicalities. 
Let us get to the practical matter of whether you can buy a station 
wagon with this money. 

Now, if you make a study of the surface levels and the tidal waters 
for the Weather Bureau, they pay you $20,000 in 1957? 

Admiral Karo. Yes, sir. 

Mr. Preston. Can you spend some of that money for other objects? 

Mr. Amstapt. Yes, sir. 

Mr. Preston. You can buy a station wagon if you want to? 

Mr. Amstapr. We do not do that. 

Mr. Preston. Let us talk about what you can do. You can do that? 

Mr. Amstapr. Not on a program like that. It would not be related 
to that program, sir. 

Mr. Pe esfox. Well, you could do it, could you not ? 

Mr. Amstapr. We keep the actual costs as they are put into this 
work and we bill on actual cost. 

Mr. Preston. You could do it if you wanted to? 

Mr. Amstrapr. Only that equipment which is used on the project. 

Mr. Presrox. You have.transportation of personnel to the project 
and vou would have to use vehicles. 

Mr. Amstapr. Yes, but we do not charge the purchase of any major 
items of equipment. 

Mr. Preston. I do not have to put you under oath, but have you 
ever spent any of the funds out of the transferred accounts for 
vehicles ¢ 

Captain Rivrenpere. Yes, sir. 

Mr. Presron. Mr. Amstadt is on the witness stand. Let us. wait 
a minute, 

Mr. Asstapr. We have done that in some of our major programs 
which had a direct bearing on the needs for additional equipment. 

Mr. Preston. I am just establishing the fact that you can do it and 
have done it. 


Mr. Amstapt. Yes, sir. 











CONGRESSIONAL CONTROL OF APPROPRIATIONS 


Mr. Preston. That just bears out the fact we do not have effective 
control over appropriations. Very recently this subcommittee had a 
proposition brought to it, whereby the military would transfer some 
terriflic amount of money, millions, to another agency, if they would 
do certain things, and they wanted to know if we would approve it. 
We did not. But there was a large sum of money involved that they 
were going to blithely transfer, although they justified it to the Appro- 
priations Committee for another purpose. We think we know you 
people in the agencies of Government do not always handle your 
money just like these books here say that you are going to handle 
it, and we also know there is quite a little game involved in these 
hearings. 


REVENUE RECEIVED FROM SALE OF CHARTS 


Mr. Larrp. Admiral, where do your reimbursements from com- 
mercial airlinees and commercial steamship companies show up? 

Admiral Karo, That is in the item for the sale of charts. This 
past year it was around $537,000. It is not in the reimbursements 
rere. 

Mr. Larrp. Where would that show in the justifications ? 

Admiral Karo. It is on page 402, receipts. 

You see, our field offices sell charts to the public and we also have 
authorized agents. 

Mr. Larrp. It does not appear that you are charging enough on 
the charts and publications, that is, you are not charging the cost 
figure. 

Tdmivel Karo. Well, the law states that we shall charge the cost 
of paper and printing insofar as practicable and our records show 
that we have interpreted this “practicable” liberally. In other words, 
we want to be sure that the Government gets back a reasonable return 
but we do not want the costs to be so high that the man will not buy 
one when he needs it. 

Mr. Larrp. Do you not think that the commercial shipping com- 
panies and the airlines should pay full cost of the Federal Government 
in making these charts? 

Admiral Karo. No; I do not think so, because the surveys and 
everything we go into making the charts have many colateral uses. 
In-other words, the hydrographic surveys and our topograplhie sur- 
veys along the coast are used for various types of studies such as beach- 
erosion studies. They also are used for location of pipelines and 
cables, and they are used for land and property boundaries. 

Mr. Latrp. Why should you ask for additional funds without 
charging the people that are going to be using these new air charts 
for the full cost of them ? 

Admiral Karo. Because the big cost is in the actual establishment 
of these aids in governing these airways. The charge of actually chart- 
ing them is infinitesimal compared to the other costs. 

Mr. Larrp. You are asking for more personnel to be able to do this 
new charting. How much more will the charts cost the airlines? 

Admiral Karo. Well, the basic cost of the charts, according to law, 
which is chargeable, is the cost of paper and printing and the actual 
cost to them will not be any more. These aids will be of no use to them 
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unless they are on the chart. So, there is no cost made to the airlines 
for the establishment of all these aids. I do not know whether I make 
myself clear or not. 

Mr. Larrp. No; I do not think so. I am asking you whether they 
should not be paying the cost of this? 

Admiral Karo. Well, I honestly do not think they should be paying 
any more than they are. 

Mr. Larrp. How much is this job going to cost on the new charts in- 
sofar as VORTAC is concerned? How much is this going to cost? 

Admiral Karo. Well, of course, for this year from what we know 
of the program as it now stands, and we are presently engaged in 
studying the telescoped expanded program, the amount we have in 
there of $160,000 will take care of our first studies, but of course as it 
is speeded up, it requires that. the charting operation be speeded up 
also. 

Mr. Larrp. And of that $160,000 increase you will not be reimbursed 
in the sale of the charts for any portion of that increase ? 

Admiral Karo. No, sir; except that a man will have to replace the 
number of charts that he has, because it is incumbent that he has an 
up-to-date chart for his own navigation. 

Mr. Larrp. I thought you said you could charge only for the print- 
ing and paper. 

Admiral Karo, That is right. 

Mr. Lamp. This cost is going to be in the charting. You are not 
going to charge any of that charting cost to the purchaser of the 
charts? 

Admiral Karo. No, sir; that is correct. 

Mr. Larrp. How much of a subsidy do you think this is to the 
airlines ¢ 

Admiral Karo. Well, I would have to go into a cost analysis to 
determine just exactly what the cost of production is, but as I men- 
tioned earlier, the cost of paper and printing is charged, and we ac- 
tually charge no more than that because we have interpreted this 
statement. in the law, “as nearly as practicable,” rather liberally, and 
the previous committees in Congress have gone along with our in- 
terpretation which, as I said, is to make them valuable enough so that 
the man will not buy them and throw them away, but still so the 
small plane owner and the small man with a little puddle jumper 
of a boat will feel that he can afford a chart. 


FREE DISTRIBUTION OF CHARTS 


Mr. Larrp. Could you supply a list of the cost of your free dis- 
tribution of these charts and related publications to the various 
—- and others specified by law that are entitled to free distri- 

ution ? 

Admiral Karo. Can we supply that information ? 

Mr. Larrp. Yes, sir. 

Admiral Karo. Yes, sir; we can supply what it would be if they 
were actually sold. As you may or may not know, some Congressmen 
are on the free distribution list also. 

Mr. Latrp. I want to see what the total cost is. 

Mr. Amstapr. Would that be the quantity of charts also? 

Mr. Larrp. No; I want to see it in dollars and cents. 
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Admiral Karo. Your request is related to the sales value? 
Mr. Latrp. Yes, sir. 
(The information requested follows :) 


Free issue of charts, fiscal year 1956 


| Nautical | Aeronautical Total 

— emepemeneiieeet = . - aon} a — - | 
Civil Aeronautics Administration... ny t $98, 136 | $98, 135 
Coast Guard __.- | , 309 | 5, 309 
Other executive departments - - 12 023 15, 105 | 27, 128 
Congressional. 1, 937 195 2, 132 
Foreien governments. _- ‘ ‘ 1, 200 | 1, 191 1 2, 391 
Miscellaneous... a 583 559 1, 142 

a a ee arn e emeiet shhhide 21, 052 | 115, 185 136, 237 


! Charts and related publications of this Bureau are sent to foreign countries on an even-exchange basis. 


This exchange program is conducted pursuant to international commitments made as a member of the 
International Hydrographic Bureau and includes only those governments not under Communist influence 
as determined by the Department of State. 

Mr. Lairp. These receipts are taken up and credited to the Treasury : 
are they not ? 

Admiral Karo, That is right; they go into the general fund. 

Mr. Lairp. So the Appropriations Committee does not review these 
reimbursements through appropriations because it does not accrue to 
your benefit 

Admiral Karo. No; it does not accrue to our benefit. 

Mr. Latrp. But it is reviewed by this committee ? 

Admiral Karo. Yes, sir. It goes direct to the Treasury of the 
United States in the general fund. 


CHARGES TO MILITARY 


May I correct that so that there will be no confusion in that the 
military does. reimburse us for an overrun, and those reimbursements 
are used to print the charts for the military, but the sales to the public 
go into the Treasury of the United States. 

Mr. Latrp. The sales to the military ? 

Admiral Karo. We use that to buy the paper and ink, and so forth. 

Mr. Lairp. You charge the military the same figure that you charge 
others? 

Admiral Karo, No, sir, because the appropriation language I think, 
specifically states that we shall charge the cost of paper and printing. 
We used to supply the charts free to the military, but when the Korean 
conflict came along the expansion which was required in this work 
meant that we were going to have to come in for a supplemental 
and the appropriation language was changed. 


CHARGES TO PUBLIC 


Mr. Preston. Have you gone up on the cost of these charts to the 
public recently, as‘a result of the i increase in the cost of paper ¢ 

Admiral Karo. No, sir; we have not. We review the cost of print- 
ing our charts every 6 months to be sure that we are complying with 
the law. 

Mr, Preston. You have not gone up on them recently / 
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Admiral Karo. Not within the past year. When was the last time 
there was an increase? 

Mr. Amsrapr. Two or three years ago, I think. Because we are 
becoming more efficient in their production and through new processes 
which we have introduced we have been able to absorb the increased 
cost in some areas. 

Mr. Preston. Then let us assume that a small-boat operator goes 
into the Customs House at Jacksonville, Fla., and wants to buy a chart 
showing him the points between the mouth of the St. Johns River and 
the docks at Jacksonville. ; 

Further, suppose that stretch of water is found in 1 section or 2 
sections. How much would each section cost that man? 

Admiral Karo. Well, it depends upon the size of the chart. They 
will vary from 50 cents to $1.25, depending on the size of the chart, 
The cost of printing the chart is related to the size of the chart. 

Mr. Preston. They are more or less standard sized charts; are they 
not? 

Admiral Karo. No, sir; depending upon what it is used for. We 
tailor the size of it so there will be no waste. The small charts would 
be about 50 cents and the intermediate sizes and larger are charged for 
according to the actual cost and size. 

Mr. Presston. That is a pretty fair price. 

Admiral Karo. The larger charts, of course, are up over a dollar. 

Mr. Preston. That is a pretty fair price. 

Admiral Karo. Well, we feel that the intent and purposes of the 
Government is that the Government must provide certain services and 
the collateral uses of information we get in making these charts is 
tremendous. 

Mr. Preston. A man who is going to navigate an area of 50 miles 
+ and down the coastal waterways will have to have a large number 
of these charts; will he not? 

Admiral Karo. Yes, sir. 

Mr. Preston. They, of course, get wet and become soiled, and other 
things happen to them, and they have to be replaced often; do they 
not ¢ 

Apmirat Karo. Yes, sir. 

Mr. Preston. So those matters could make the use of the charts 
pretty expensive. But they ought to reflect the increase in the cost of 
paper. 

dmiral Karo. We make a determination, as I say, every 6 months, 
and if there has been an increase in wages, and so forth, we check to 
see that we are complying with the law. 

Mr. Preston. Are there any further questions, gentlemen ? 


SESQUICENTENNIAL CELEBRATION 


Mr. Nrexson. Mr. Chairman, there is one item on page 45 of the 
committee print which I wanted to call to the committee’s attention, 
where there is a deletion in our appropriation language which covered 
the amount of $10,000 for expenses with respect to the 150th year 
anniversary. 

That language is being deleted from our appropriation language. 

Mr. Yates. In other words, you are through celebrating? 


89841—57——_9 
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Mr. Preston. Well, we would naturally assume that that would 
not be in there again, Mr. Nielson. 

Admiral Karo. Yes, sir; because it happens every 150 years. 

Mr. Preston. If there are no further questions, gentlemen, we shall 
stand in recess until 1:30 this afternoon, when we will consider the 
request for the Bureau of Standards. 


Tvurspay, Marcn 12, 1957. 
NATIONAL BUREAU OF STANDARDS 


WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

DR. A. V. ASTIN, DIRECTOR, NATIONAL BUREAU OF STANDARDS 

DR. N. E. GOLOVIN, ASSOCIATE DIRECTOR, NATIONAL BUREAU OF 
STANDARDS 

ROBERT S. WALLEIGH, ASSISTANT DIRECTOR FOR ADMINISTRA- 
TION 

N. L. CHRISTELLER, CHIEF, BUDGET DIVISION 

FRED S. POORMAN, DEPUTY COMMISSIONER, PUBLIC BUILDINGS 
SERVICE 

L. L. HUNTER, ASSISTANT COMMISSIONER FOR DESIGN AND CON- 
STRUCTION, PUBLIC BUILDINGS SERVICE 

C. G. PALMER, DIRECTOR, ESTIMATES DIVISION, PUBLIC BUILD- 
INGS SERVICE 

PERRY C. SMITH 

CHARLES S. HAINES 

FRANK J. WAEHLER, REPRESENTING VOORHEES, WALKER, SMITH 
& SMITH, ARCHITECTS 


Mr. Preston. The committee will come to order. 

The next item we consider will be the National Bureau of Stand- 
ards. It is found on page 121 of the committee print and page 1102 
of the justifications. 

Mr. Winrtams. Mr. Chairman, may I make a brief statement before 
Dr. Astin takes over / 

Mr. Preston. In just a moment. 

We will insert at this point in the record page 1103 of the justifi- 
cations. 
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1957 1958 | Increase or de- 
| crease (—) 
| ee | oe eee 
| Aver- | pai | Aver- 
| age age 
| num- Dollar | Fa | Dollar num- Dollar 
ber of cost | ber of | cost ber of cost 
| posi- | | posi- } posi- 
| tions ! | | tions! | | tions! 
! 
- - | | 46 _ 4 | aaeatna = 
Expenses: s ! | 
Physics, electronics, and mathe- | } | 
matics - - - a | 265 | $2, 526, 100 352 | $ $3, 596, 400 | 87 $1, 070, 300 
Chemistry and metallurgy..----.--_-| 202 | | 1,899,300 | 258 | 2,613, 700 | 56 714, 400 
Mechanics and structures. __---- -| 106} 984,400 132 | 1, 252, 000 | 26 317, 600 
Radio sciences and apa engi- | | | | 
SURG, 92-0 2s csaece- ao | _291 | 3, 131, 700 | 353 | 4,037, 900 | 62 906, 200 
Program total... ” 864 7 8, 491, - 500 “1 1, 095 | 11, 500, 000 | 231 3, 008, 500 
Net adjustment to base. (See Sum- | I. 
mary of requirements for detail) 29 258, 500 ==: —29 —258, 500 
Total appropriation._..........-.- 893 | 8, 750, 000. | A 095 11, 500, 000 202 2, 750, wo 
Plant and equipment: | ; 
Facilities - - - . 6 172, 200 6 | 114, 300 —57, 900 
Special equipment 10 | 197, 800 | 7 | 635, 700 | —3 | 437, 900 
Construction | 50, 000 | 50, 000 
és ma pikepeethetnanctictectindndaatoaal sailind dhitaceatecittciacatied details Ielatinticclentienaliaecidnam 
Program total __-- i 16 | 370, 000 | 13 | 800, 000 | —3 430, 000 
Net adjustment to base. (See Sum- | | | 
mary of requirements for detail) | 80, 000 | | | —80, 000 
Total appropriation 16 | 450, 000 13 | 80), 000 | —3 350, 000 
Construction of facilities: 
Design and engineering - . . | | 2,000, 000 | 2, 000, 000 
Construction 
Program total } 2, 000, 000 2, 000, 000 
Net adjustment to base. (See Sum- | | | | 
mary of requirements for detail) 930, 000 | Be So ---} —930, 000 
Total appropriation | 980, 000 | | 2, 000, 000 | aie 1. 070, 000 
: | : 
Grand total, all appropriations 909 o| 10, 130, 000 | | 1,108 | 14, 300,000 | 199 i 4,17 70, 000 
| 


! Since all positions are charged to the Bureau's working capital-fund, employment as of a given date and 


j 


! 


positions cannot be identified by supporting approvriations. The data on average number of positions 
represents the portion of total employment applicable to each appropriation. 


Before having the general statement by Dr. Astin, 


Mr. Walter Williams. 


Mr. Preston. 
we will hear briefly from the Under Secretary, 
PARITY CONSERVATION 

Mr. Wintims. Yesterday I tried to confuse you as much as [ pos- 
sibly could on the subject of parity conservation, and Mr. Christeller 
just presented me with the March copy of Scientific American, in 
which I happened to see an article under “Science and the Citizen” 
the title of which is “Collapse of Symmetry.’ 

Mr. Yates read it and said he is now clear on the matter of parity, 
and it might be well to call on-him to clear up the confusion I caused 
yesterday. 

Mr. Yares. I will. 

Mr. WituiaMs. It gives an inkling of the way in which scientific 
and other journals are picking this up. It indicates the fact that this 
whole concept has been shattered ast, as I said yesterday, we seem to 





i 130 





be on a new threshold so far as basic physical laws. It ties in with | 
| my remarks of yesterday that I think we are increasingly of the opin- 
: ion that the greater the opportunities are for the Bureau of Standards 
! to engage in pure research in the fields to which they are assigned, 
the gr and, in the long run, the more productive everybody 
will be. 

I wanted to add that by way of introduction to Dr. Astin’s remarks. 

Mr. Preston. Very well. 

Now we will hear from our very able Director of the National 
Bureau of Standards, Dr. Astin. 


GENERAL STATEMENT OF DIRECTOR 


Dr. Astin. Mr. Chairman, I should like to begin with a general 
statement about the program objectives of the National Bureau of 
Standards and about the importance of the activities planned under 
our appropriation request to scientific and technological progress in 
the United States. 


SCOPE OF ACTIVITIES 


Our mission is to provide essential services to science, industry, and ' 
government. These are technical services and include the provision 
; of standards of physical measurement; the provision of accurate data 
on the properties of materials; and research and development on the 
instruments and techniques of measurement so that these tools may 
be more effectively used by science, industry, and government in in- 
creasing productivity; and finally the provision of general technical 
assistance to other governmental agencies and to private groups. 

Mr. Tuomas. May I interrupt you there? Do you interpret the 
language of the act to mean you have specific jobs to do and are not 
in the field of basic research? You have authority to provide meas- 
urement standards and testing of materials, and beyond that your 
authority does not go, does it? 

Dr. Astin. We have no general responsibility for basic research, 
but—— 

ate, Tuomas. Your responsibility lies within the wording of that 
act 

Dr. Astin. Yes. 

Mr. Tuomas. What does it say? 

Dr. Astin. The provision of standards of physical measurement—— 

Mr. Tuomas. That does not include basic research, does it? 

Dr. Astin. We cannot do the job without basic research. 

Mr. Tuomas. Basic research in what? In aerodynamics? 

Dr. Astin. Many of the tools used in aerodynamics refer back to 
the standards of —— measurement. 

Mr. Tuomas. Doctor, you are using your imagination rather than 
the language in your act. 

Dr. Astin. Progress in science and in industry depends to a very 
appreciable extent on observation and experiment, and for this pur- 
pose instruments of measurement are vital. Instruments of measure- 
ment give the results of experimentation and observation. 

Mr. Tuomas. On that theory you might as well go into astronomy. 
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Dr. Astin. In the form of numbers, and in order for the numbers 
to have meaning they must be referred to standards of measurement. 
They start from standards of mass, length, and time, but there must 
be a chain of measurement leading to the frontiers of science. We 
must have competence in the various fields of measurements—in sup- 
port of this I should go to the basic act—I believe we are authorized 
to provide standards of physical measurement together with the 
development of means for their effective utilization. This is a tre- 
mendous responsibility. 


RELATIONSHIP WITH NATIONAL SCIENCE FOUNDATION 


Mr. Yates. How do you see the difference in purpose between the 
National Bureau of Standards and the National Science Foundation? 
Dr. Astin. The National Science Foundation has broad responsi- 
bility for the support of basic science, that is, in giving direct fiscal 
support to science throughout the Nation. That is an important 
phase. Our job is to make available to these scientists some of the 
fundamental tools that they have to work with, and the standards 
of measurement are basic tools. Other tools are reliable data on the 
er of materials. 
ere I can indicate an example of how this comes up. This again 
stems from measurement. The more fundamental data on the prop- 
erties of materials are made available, the easier will be the job of 
scientists and engineers in their fields of responsibility. Ours is a 
broad general responsibility on tools and basic data for the Nation’s 
scientists. 

Mr. Yarrs. The National Science Foundation is doing a lot of 
work on computers. Is that your job too? 

Dr. Astin. We are working on computers from two points of view, 
as a tool to aid our other programs and as a central facility to aid other 
governmental agencies in taking advantage of modern techniques. I 
plan to talk more about this later. 

Mr. Preston. Proceed, Doctor. 

Dr. Astin. Well, we believe, as I think T have indicated, that this 
mission is fundamental to the dynamic progress of science, and the 
more we fulfill our responsibilities the more surely will our Nation be 
able to lead in scientific and technological advances. 


PROGRAM OBJECTIVES OF NBS 


In connection with our concern on fulfilling these responsibilities, 
we have given our programs serious critical examination over the 
years, both with external assistance and with our own internal staff. 
Four years ago we had a special committee set up by the Secretary of 
Commerce to evaluate the functions of the Bureau. We also have a 
Visiting Committee established by statute which advises the Secre- 
tary as to the needs of our operation. In addition we have established 
about 10 technical advisory committees filled with nominees of the 
leading engineering and scientific organizatitons of the Nation to 
advise us as to how we can best fulfill the responsibilities which I have 
mentioned. 

As a result of all our surveys, there have been certain conclusions 
arrived at by all these groups pointing to a need for strengthening our 
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program to provide improved scientific and technical support to those 
areas of industrial technology which show urgent need because of 
rapid expansion, new developments, or lack of essential scientific data 
or standards. 

The surveys have pointed to a need for an increase in our basic pro- 
grams. They also have pointed to the need for more modern facilities 
for the National Bureau of Standards. 

In trying to make progress in this direction we have reviewed in 
detail ‘with our technical advisors the many projects we carry out and 
have tried to get a program more dynamically aimed at the current 
needs of science. This expanded need was referred to in your report 
last year. 

At the same time we are seeking to strengthen our basic program, we 
are striving to be more critical of the transferred fund programs we 
undertake for other agencies of government. We are being more selec- 
tive in the jobs we do, following criteria established by the Defense 
Department, our biggest customer. In essence these criteria indicate 
there should be some unique reason why the job should be done in the 
Bureau. In no case do we seek to compete with private groups. 

Also, we have agreed to make reports to this committee about major 
new jobs we undertake for the Defense Department, and have reported 
on two of those this current fiscal year. 

These reviews which I have referred to in connection with outside 
committees have all been extended on a more detailed basis by me and 
my associate directors and our division chiefs, seeking always to get a 
program which, with the resources available, will best meet the needs 
of the scientists and engineers over the country. This means that 
the budget we come up with has undergone extensive review by our 
own staff and our advisers. 

In seeking to extend our basic program, we are seeking to recoup 
what I consider has been lost ground because our basic program is 
below the level, so far as manpower support is concerned, it was in 
1949 and 1950. If our needs for the next fiscal year are met, we will 
come close to getting a uniform ratio between basic and transferred 
programs. 

SUPPORT OF SCIENCE AND TECHNOLOGY 


I would like to give a few examples of how our program supports 
scientific and technological progress throughout the Nation. 

We provide basic data which serve as tools for the scientists and 
engineers, and I have a number of exhibits and publications which we 
have prepared which demonstrate this type of service. 

Here is one on Electron Physics Tab es and here is a Table of 
Hyperbolic Sines and Cosines, and a Table of Descending Exponen- 
tials. The availability of these tables simplifies the work of the whole 
scientific community of the Nation. 

We have also accumulated a lot of data on the properties of mate- 
rials. Here is Phase Diagrams for Ceramists. We issued this in 
cooperation with the American Ceramists Association as a reference 
book for ceramists throughout the country. I might point out that 
the availability of basic information such as this makes work easier for 
the engineer. He can design a new material] rather than get one pro- 
duced by the cut-and-try method. Thus the greater the amount of 
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information of this sort which we can compile, the easier will be the 
job of the scientists throughout the Nation. 

I have a number of other examples of work of this sort, some of 
which we prepared completely by ourselves and some in cooperation 
with other agencies. 

Here is a Bibliography of Solid Adsorbents which provides basic in- 
formation to aid professional people in the sugar industry. 

Mr. Tuomas. Is that chemistry or physics? 

Dr. Astin. Chemistry. 

Mr. THomas. What is your justification to go in the field of chem- 
istry? 

Dr. Astin. We go in the field of chemistry because we feel there 
are great quantities of information on the properties of chemicals 
and chemical reactions which, if made available, will facilitate the 
work of the chemists throughout the Nation. 

Mr. Tuomas. But your statute does not give you that authority. 
It gives you authority to test materials. Do you figure your basic 
research in chemistry will give you the ground you need to stand 
upon on the theory you will test materials? 

Dr. Astrn. Our second statutory function authorizes us to acquire, 
accumulate, and disseminate data on important physical constants 
that are of importance to basic scientific advancement—data which 
cannot be secured elsewhere. 

Mr. Tromas. Does that language give you authority to go in the 
field of chemistry and medicine / 

Dr. Astin. If it involves physical data rather than biological data. 

Mr. Tomas. You say wif Do you mean there is any limitation 
in that language to your activities in basic research ? 

Dr. Asvin. There is a limitation, of course, prescribed by appro- 
priations. 

Mr. Tuomas. IT am not talking about that. I am talking about 
the language in your basic act. 

Dr. Astrx. The limitation in the language says “and are not avail- 
able elsewhere.” 

Mr. Tuomas. Is that the only limitation ? 

Dr. Astin. That is the only limitation. 

Mr. Tuomas. You have a good imagination, Doctor. 

Mr. Preston. I think we would be better off if we let him complete 
his general statement and then we can ask general questions. I would 
like to proceed on that basis if we could. 

Proceed, Doctor. 





SERVICES TO INDUSTRY 


Dr. Astin. I was going to refer to these data which have just 
recently been published in a National Plumbing Code. This is a 
design book prepared primarily from data accumulated in our labo- 
ratories. This is of great help to the construction industry of the 
country. 

One of our major services to other laboratories, industrial labora- 
tories and university laboratories, is our service of calibrating instru- 
ments with reference to the national standards for physical measure- 
ments. We have a number of standard tests which we have set up 
for calibrating important instruments, and these are described in our 
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test-fee schedule which I am holding in my hand. A similar service 
is our standard samples program. Standard samples are used for ref- 
erence purposes in the scientific laboratories throughout the Nation. 
This bulletin is a catalog of the standard samples which we prepare 
and sel] to the Nation’s scientific and industrial laboratories. 

Our general competence in the field of physical measurement and 
in accumulating basic data on the properties of materials frequently 
puts us in a unique position to do a specific job to advance technology. 
One was a technique for producing glass paper which is now being 
taken over by industry. Another is a technique for electroless plating 
which also has been taken over by industry. A recent example of this 
type of activity occurred during the past year. This was on utilizing 
plastic materials and glass fibers in springs. Springs containing glass 
reinforcing fibers and plastics have a wide range of uses, particularly 
in media that might be corrosive to metal. Here are some samples, 
This is to some extent a byproduct. 

Mr. Preston. Doctor, since you use that as an example, I think the 
committee might be interested in how that came to be a project of your 
Bureau ? 

Dr. Astin. We have people skilled in the properties of glass fibers. 
We have people skilled in the properties of plastics. The possession 
of these two talents led the Army Ordnance Corps to come and ask 
us if we could develop a technique suitable for industry which would 
provide the Army Ordance Corps with a source of making these 
springs. We had a competence that. would be difficult to find else- 
where because it pooled two competences, one in glass technology and 
one in plastics technology. 

Mr. Preston. Do you happen to know what these springs are pri- 
marily to be used for? 

Dr. Astrn. They are to be used in acid-type mediums which might 
be corrosive to ordinary metallic springs. An acid would attack an 
ordinary metallic spring, but one of these would perform adequately 
under that type of environment. 

I have referred to these exhibits or tables as services which we 
provide to scientists. I would like to reemphasize that we consider 
our service to science one of enabling the exchange of information 
among scientists, The better the standards for measurement are 
known, the more reliably we have measurement techniques, the better 
data we have on the properties of materials, then the less confusion 
there will be in the interchange of information among scientists. It 
is in this way mainly that we serve scientists. 


BASIC RESEARCH IN NBS PROGRAM 


A final word on the importance of basie research to our program. 
First of all, basic research gives us competence to do our assigned 
responsibilities. Our assigned responsibilities are mainly in the field 
of applied research and daveldproanit, but since these responsibilities 


require keeping abreast of the frontiers of science and require com- 
petence in the field of scientific advances, we feel we cannot do that 
job well unless we have a strong program in basic research. It is, 
of course, basic research in areas related to our assigned mission. 
Our program in basic research also tends to bring us in direct com- 
munication with the scientists of the Nation. Thus we become aware 
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more quickly of future technical problems and can do a better job. 

In some of our programs our work has not kept abreast of the fron- 
tiers of science, and as a result there has been confusion. I refer 
specifically to the temperature scale, very low temperatures in par- 
ticular, and to some of the standards for high-voltage X-rays. The 
fact that our work has not kept abreast of some of these frontiers has 
led to some confusion in data. 


EXAMPLES OF BASIC RESEARCH PAYOFF 


I would like to mention two areas where our competence in basic 
research paid off in a big way. In connection with our responsibility 
for the temperature scale, for a number of years we have had a rather 
strong program of s tudies in the very low temperatures. About a 
year ago one of these studies showed that it is possible to store a 
radical. A radical is a highly reactive molecular fragment and nor- 
mally these radicals occur in nature only during chemical reactions, 
but our studies showed that we can isolate these highly reactive molec- 
ular fragments and store them. This appealed greatly to the Depart- 
ment of Defense and they asked if we would handle a strong program 
seeking to acquire more information on the qualities of these radicals, 
because there were possibilities of great interest to the Department 

of Defense. For this reason we have agreed to serve as a central labora- 
tory for this program, and outstanding scientists from industrial 
laboratories are working temporarily at the Bureau in advancing this 
important frontier. This program is illustrated on the cover of the 
current issue of Scientific American. 


PARITY CONSERVATION 


The other example of where our competence in the field of basic 
research paid off in a big way is in the overthrowing of this long- 
established rule of parity in nuclear science. A number of dilemmas 
had arisen in nuclear science, particularly in trying to bring some 
order among the properties of elementary particles. In order to 
resolve these dilemmas a couple of physicists felt that possibly the 
law of parity was not valid under certain conditions. The law of 
parity means that a physical phenomenon should be the same without 
regard to the type of reference system in which we attempt to describe 
it. Many of you may be familiar with the XYZ axes in geometry 
which is called the coordinate system. In science we attempt to 
describe things in a plan of reference of this sort. 

The parity rule said there should be no difference in the phenomena 
described whether we used a right- or left-hand coordinate system. 
These theoretical physicists conjectured that maybe there was a dif- 
ference and suggested that the difference might be shown up by 
studying certain nuclear disintegrations at very low temperatures. 
They asked us, because of our competence in low-temperature research, 
if we would undertake to test this theory. Asa result of our agreeing 
to test this theory, we participated in a most important advance in 
basic science. I think this is a very good example of how our compe- 
tence really aids in the advancement of science and technology. 

Mr. Preston. May I interrupt you at this point? What are some 
of the possibilities of the disestablishment of this scientific fact? 
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Dr. Astry. It is far too early to give an answer to that question in 
terms of practical implications. Its great significance is that now 
we will be able to achieve a better understanding of the relationships 
between the elementary particles of physics, that is, the basic building 
blocks of nature. 

There are many of these basic building blocks and not too much is 
known about the relationship between them, and part of the obstacle 
in achieving a greater understanding has been this law of parity 
which apparently was a bottleneck. Now that it is overthrown it sort 
of clears the way to a new approach to the basic relationships between 
these elementary particles. So I would say it is important in advanc- 
ing our ability to understand basic properties of nature. It is impor- 
tant to technology in the same way as advances of this sort are in any 
other field. 

When I was explaining this to Mr. Williams before, I said that in 
about 1880 it was demonstrated that radio signals passed through 
space the same way as light waves do, but it was almost a generation 
later before radio communication came out of it. At the beginning 
of the century Albert Einstein conjectured on the equivalence of mass 
and energy, and this was the forerunner of atomic energy. So these 
basic advances in fundamental science are apt to have sweeping 
effects, but their technological impact is years in the future. 

In order to carry out these responsibilities which I have been talk- 
ing about we need the financial support which we are asking for. We 
also need the staff and facilities. Our budget estimates have rather 
important items including the facilities part of our program, both for 
our current ones and planned new facilities in Maryland. I will talk 
on these more later and also talk further about our research and de- 
velopment program under the item of expenses in our appropriations. 

That completes my general statement. 

Mr. Preston. Mr. Yates, do you have any general questions? 


RECRUITING AND RETENTION OF SCIENTISTS AND ENGINEERS 


Mr. Yares. I would like to ask a general question relating to our 
overall program. Your overall program looks to the employment of 
various kinds of scientists and engineers ? 

Dr. Astin. Yes. 

Mr. Yates. Do you think you will be able to get them ? 

Dr. Astin. We think so. 

Mr. Yares. Have you been able to hire up to your authorized 
strength for this fiscal year? 

Dr. Astin. We are somewhat below our planned strength at the 
present time, but we have been doing some hiring, and we have prob- 
lems in connection with hiring. 

Mr. Yates. The reason I asked that question is because I am on the 
subcommittee that deals with the National Science Foundation. I 
know in connection with the National Advisory Committee for Aero- 
nautics, for example, which competes with your agency really in the 
employment of certain types of scientists, they are having difficulty in 
recruiting their scientists and engineers. Due to an inflexible system 
of employment, which does not easily see the necessity for paying in- 
creased salaries, to promote people who should be promoted, our Gov- 
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ernment is losing a great many of them to private industry. Now, do 
you have the same experience / 

Dr. Astin. Yes. We are losing more than I like to lose, although 
our turnover rate is only about 12 percent per year, or about 1 percent 
a month, which is not too bad. 1 think that our greatest difficulty is 
in recruiting people to replace normal turnover, though I was check- 
ing up just the other day and found that we have recruited over 100 
scientists and engineers in the past 6 months. 

Mr. Yates. Do you offer any incentives in your agency that the 
National Advisory Committee for Aeronautics does not offer? Why 
are you able to eet them and they are not? 

Dr. Astin. I do not think that we are getting any more than they 
are. I think maybe we are losing fewer. I think that probably is 
the difference. We attempt to appeal to people through the im- 
portance of our program, and one of our best recruitment sources is 
our summer training program. In that program we bring college 
sophomores and juniors to work in our laboratories during the 
summer, and from them we get a few very good people as permanent 
staff members. Our summer training program is one area where we 

‘an be very selective because we have | many more applicants for these 
positions than we have vacancies. Frequently if we can expose a per- 
son to our programs for a while we can sell him on its importance and 
get him to work for us at some financial loss. 

Now, I am not minimizing the problem. I think, under the cir- 
cumstances, we are doing very well, but I think there is great need 
tomake the salaries and benefits better. I do not think that we should 
call upon our staff members to make the sacrifices they do financially 
in order to stay with us. 

Mr. Yates. You talk about the need for increasing salaries. Is 
that the only benefit that you think your employees should get in 
order to retain them? Are there other incentives that. the Govern- 
ment might give them ¢ 


NEED FOR EMPLOYMENT AIDS 


Dr. Astin. There are two other things that occur to me that we 
need. One is the opportunity to pay travel expenses on initial ap- 
pointment. This is something almost everybody outside of the Gov- 
ernment now pay s, and it puts us at a considerable disadvantage, 
particularly when we are recruiting a man freshly out of college, 
especially if he is married and has no resources. 

Mr. Yarrs. Do you mean to pay his expenses to come to talk with 
you in Washington? 

Dr. Astin. No, That is not as much of a problem. We would like 
to pay his moving expenses when he comes to work with us. 

Mr, Yates. From wherever he is located ¢ 

Dr. Astin. From wherever he is located in the country. 

Another thing we need is the opportunity to pay for specialized 
training of our staff members. Frequently we have an individual 
for whom we can see greater opportunities if he has some specialized 
training in a particular area. Many Government agencies have au- 
thority to pay for such special training, and we do not and we have 
been seeking it. These are two areas other than salary where I think 
our competitive position would be stronger if we had such authority. 
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RELATIONSHIP OF NBS AND NSF 


Mr. Yates. I would like to go into one more field with you. That is 
with regard to the role of science in our Government. You have ex- 
pressed, or attempted to express—and I am not convinced—a differ- 
ence between your function and that of the National Science Founda- 
tion, and the line you have drawn is that the National Science 
Foundation is set up to make grants for the purpose of benefiting 
science throughout the country. As I remember the purpose of the 
National Science Foundation Act—and I think perhaps its action 
of merely making grants has been a degeneration of the original 
purpose of the act—I think it was set up for a much more important 
purpose, and I think perhaps almost the type of purpose that you have 
in mind for the National Bureau of Standards. 

Dr. AstIn. I would say that our functions are certainly comple- 
mentary. We are both set up to aid the advancement of science, but 
in different ways. Ours is a laboratory operation and theirs is not. 

Mr. Yates. Is it sufficient for an agency like the National Science 
Foundation to be content with merely making grants in the various 
fields of science throughout the country ? 

Dr. Astry. Well, I am reluctant to comment on that. 

Mr. Yares. I am not asking you to comment on another agency 
of Government, but I consider it to be important. 

Dr. Astry. I would think not, if the National Science Foundation 
also operated laboratories, it would interfere with their effectiveness 
in supporting science generally. The laboratories that they would 
be operating might be in competition with others that might be just as 
deserving of support. I think this was the thinking in terms of 
putting into the Science Foundation Act specifically an item that 
they were not to operate laboratories. 

Mr. Yates. Would it serve a useful purpose for your agency to be 
combined with the National Science Foundation ? 

Dr. Asttn. There might be advantages of closer liaison between the 
two. However, I have had frequent discussions. with Dr. Water- 
man and other members of the National Science Foundation on our 
eee and there is general concurrence on the part of the National 
Science Foundation in the objectives and program planning at the 
National Bureau of Standards. There is no disagreement between us 
on our respective missions, and from our discussions I feel that they 
are fully in accord with our budget objective. 

Mr. Yates. I believe that you have answered my question only in- 
ferentially. I would like a direct answer to the question. Would it 
serve a useful purpose to combine the two agencies? 

Dr. Astrn. I am not sure. I do not see right now what the ad- 
vantage might be. 

Mr. Yates. I notice this McGraw-Hill book here which is being 
sold for $7.50, Some of the material in here comes from the Na- 
tional Bureau of Standards. 

Dr. Astin. A great deal of it. 

Mr. Yates. Do they pay for the material? 

Dr. Asttn. Our material is in the public domain. 

Mr. Yates. Anybody can pick it up and publish it and use it? 

Dr. Astin. Correct. 
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Mr. Fioop, Dr. Astin, my personal tastes are almost entirely in the 
field of the humanities. I am not much of a scientist. However, 
I have been serving for several years on the Appropriations Commit- 
tee for the Department of Defense, and I have had a long and in- 
tense indoctrination. I do not know how much I have absorbed. 

Mr. Yatrs. Perhaps some by osmotic pressure. 


MISSION OF NBS 


Mr. Fioop. There has been no osmotic pressure at all. I am still 
trying to explore what Mr. Thomas and Mr. Yates were talking about. 
We hear discussions that in about 10 years we will have a rocket that 
will go tothe moon. We may not be able to get it back, but we can cer- 
tainly get one there in 10 years if we try hard enough. Why do you 
want to go to the moon ? our office goes beyond mere curiosity, does 
it not? Do you not apply the results of your successful curiosity to 
a standard, or a development of a new standard, or the desire for a 
new standard? This is just merely scientific curiosity on your part. 
Are you not more of a physicist 

Dr. Astin. Our mission is in the field of applied science. We have 
a real objective to fulfill. I would say the major difference between 
real basic research and applied ede is that in the field of applied 
research you know what you want. In basic science you do not know 
what you want. 

Mr. Fioop. It is not mere curiosity. 

Dr. Astin. We must have some of that, too. 

Mr. Foon. Yes. 

Dr. Astin. It is the type of mind. 

Mr. Foon. So there is a separate area of research scientists which 
justifies its existence by mere curiosity ? 

Dr. Astin. Absolutely. 

Mr. Fioop. But you are something else besides that ? 

Dr. Astin. Yes. 

Mr. Froop. Did you bring up a supplemental appropriation ? 

Dr. Astin. No, sir. 

Mr. Fioop. Do you have it ready? 

Dr. Astin. We do not have a supplemental. 


ADEQUACY OF AUTHORIZING LEGISLATION 


Mr. Froop. Do you need any new law? You dictated a very elabo- 
rate and lengthy amendment. Do you need a new law? 

Dr. Astrn. I think that our basic statute is adequate. It was re- 
vised about 1950. 

Mr. Froopv. As the Constitution of the United States meets the 
changing times, you think your law will suffice depending upon the 
Director ? 

Dr. Astry. According to the present needs of science and technology 
as we see them in the areas we think are our responsibility—and this 
also coincides with the point of view of our advisers—our law is 
adequate, 

Mr, Fioop. Do you not feel that one reason for your obtaining scien- 
tists so effectively is that it adds something to the repute and name 
to the young fellow growing up—something that he can add to his 
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biography, the fact that at one time or the other for X number of 
years he was an attaché of the Bureau of Standards? Are you not 
sort of a way station ? 

_Dr. Asrrn. I think that we have served that role. We have many 
distinguished alumni. 

Mr. Fioop. That is good and healthy. I do not criticize. I think 
that is a very good thing to believe and know. 

Dr. Astry. Although our mission does not include the training of 
scientists and engineers, we were given several years ago an award by 
one of the universities for our training of engineers in the Nation. 


ADVERTISING FOR ENGINEERS 


Mr. Yares. I have a question. Leafing through this edition of the 
Scientific American, I see an advertisement for designers and engi- 
neers. “Ceiling unlimited for ambitious engineers,” it says. The 
American Government is paying for that, is it not? 

Dr. Astrx. I do not know. 

Mr. Yates. I would think that it was through the contracts that it 
makes with the United States Air Force and others. 

Dr. Astrn. I think it is quite possible, but I could not answer. 

Mr. Yates. The question I want to ask is whether you do any adver- 
tising for engineers from colleges. Would it be helpful if you could 
do it? 

Dr. Asttn. This is one of the areas where we have supported the 
Civil Service Commission’s attempt to seek permission to advertise. 
In some cases it would help if we could advertise. On this score, I 
would say the best advertising we could ever hope to see is a contribu- 
tion like this parity contribution. That sort of thing adds more to our 
prestige, more to the attractiveness of the Bureau, than almost any- 
thing else we could do. 

Mr. Froop. That impresses both sides of the aisle, which is an ele- 
ment of some virtue. 

Dr. Astry. This is a type of advertising we pay for from our ap- 
propriations which support some basic science. 


ADEQUACY OF PRESENT NBS PROGRAM 


Mr. Fioop. Do you feel with this type of an appropriation, with 
the type of establishment that you have now that the liberal arts have 
surrendered the stage to you? Are you holding your own; are you 
doing the job you should do; are you on a par with the modern era, or 
are you just some class B Government agency down here in Washing- 
ton,andsoon? Are you big league, or should you be? 

Dr. Astin. I do not think we are big league enough. This is fun- 
damental to our appropriation requests this year. We feel that a sub- 
stantial strengthening in our basic program is necessary. 

Mr. Froop. Do you need more than mere dollars? 

Dr. Astrx. We need dollars and facilities. We need dollars for 
our operating expenses and dollars for construction. 

Mr. Froop, I think that Mr. Preston will ask you about the construe- 
tion later. I avoided that. That is a special problem. I am not 
going into that. 
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Dr. Astin. That is not all that we need. As I have pointed out to 
Mr. Yates, I think that our ability to attract and retain competent 
scientists would be enhanced if we had some of these other things. 

Mr. Froop. Are you respectable? Do you have the stature in the 
world of science here and throughout the world that you should 
have? Do you belong? 

Dr, Astry. I think we do, sir. 

Mr. Frioop. Do not be modest. Never be modest here. 

Every day for months in the Defense appropriations I hear the 
Pentagon moaning about a lack of scientists, and they really do moan. 
Do you have a problem ? ? Do you lend yourself, or should you, to my 
introducing a bill to create a United States Academy of Science? Do 
you want me to take over that $150 million Air Force operation in 
Colorado and turn it into the United States Academy for Science 
under the auspices of the Government of the United States to give a 
basic course for 4 years in scientific engineering in the classical Ameri- 
can tradition, and allow scholarships for those who show abilities and 
so forth in special fields to go on to graduate work with the under- 
standing that upon getting their bachelor degree they will devote 
themselves for 2 years to beef up the secretary crop? What do you 
think about that type of thing, or is that in your realm of thinking? 

Dr. Asttx. Without further study I think specific comment on 
that probably would not be appropriate for me to make, although 
we are, as individuals, very much concerned with the state of science 
in this country. Many of our staff members on their own initiative 
participate in programs, extracurricular activities, to stimulate inter- 
est_ in science, We feel that our summer training program that I 
referred to does a lot in stimulating interest in science, and we are 
planning this spring a program which I think will have an important 
bearing on that. 

Mr. Froop. What about your learned societies? Do they lend them- 
selves to this thing? Do TI have a good idea? I am very keen about 
this, but. I cannot eet anybody else very excited about it. They think 
it is socialism, or Government interference in education, and which I, 
too, am opposed. I am as much against Government interference with 
education as others. I mean in this narrow field, what about your 
learned societies and what about you fellows leading the charge on 
this ? 

Dr. Asrrx. I think two groups are the appropr late ones to comment 
on it. One is the National Acadamy of Science, which is a private 
group under a Federal charter set up specifically to provide advice 
on such questions to government, and the other is the American 
Association for the Advancement of Science. These are, I think, 
qualified groups to comment on the proposal. 


NATIONAL BUREAU OF STANDARDS GUEST WEEK 


More specifically, if I might go back, I would like to mention an 
item which bears on this question directly. Two years ago the Secre- 
tary of Commerce felt that we should do a more effective job in 
acquainting people generally with the nature of our activities and 
their importance to science and technology. He started a series of 
guest weeks. This year we are planning a guest week in which our 
special guests will be high school students who are potentially inter- 
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ested in science, and we have a program of inviting the high school 
students in the Greater Washington area, going as far north as 
Philadelphia and as far south as Richmond, to come to the Bureau and 
to see some of our laboratories and to participate in lectures and 
demonstrations on the theme of understanding the physical world 
through measurement. We expect to have about 6,000 high-school 
students come to the Bureau during our guest week, which is the week 
of May 20. Also, we would like, if possible, to have members of this 
committee come, 

Mr. Foon. You will agree that your engineers still speak the Eng- 
lish language and you do not write off the liberal arts as a hopeless 
impedimenta, I pray. 

Dr. Astin. No, sir; I do not. 

Mr. Yares. Dector, have not you scientists sown the seeds of your. 
own destruction insofar as attracting young people to the highly com- 
plex and technical fields of science and mathematics is concerned by 
inventing television ? 

Dr. Astin. No. There is a great deal of work now going on to 
exploit television in educational activities. 

r. Yates. Do you think it will ever replace the western ? 

Dr. Astin. No, I do not think it will ever replace the western. I 
think the western has a good place in our scheme of things, but, on the 
other hand, I think we can do a great deal in making better use of 
television to educate the people. 


TESTING OF MATERIALS 


Mr. Horan. There was some discussion on what the boundaries of 
your activities were. I had an experience 10 years ago when I was 
chairman of the District Appropriations Committee. There was an 
appropriation to set up a small laboratory to test cement for use in 
construction around the District and someone made the suggestion, 
Why not let the Bureau of Standards test the cement? We finally 
resolved it with the proposition that it was the job of the Bureau of 
Standards to create the standards by which the testing of materials 
could be done in the field. I assume in developing those standards 
by which testing of any given material can be done that you do have 
to rely pretty much on the full spectrum of scientific knowledge? 

Dr. Astin. Yes, that is very true. We feel our job in the testin 
field is primarily to set standards for testing; to develop the method- 
ology and then to encourage other laboratories to do the bulk of the 
testing. 

Mr Horan. Is there any indication in your attempts to develop 
workable standards in plastics, and in types of materials similar to 
what you made that spring out of, to claus that perhaps you have 
a competitive material to steel ? 

Dr. Astin. Well, it will not compete in the same applications as 
steel. It is not quite as good as steel strengthwise, but, on the other 
hand, for certain special uses it is vastly superior to steel. We feel 
on there will be a fair commercial market for such devices in the 
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EXPENSES 
Program and financing 
aaa 
1956 actual | 1957 estimate | 1958 estimate 
Program by activities: 
1. Research: 
SP 5s cdc ieacc tds Ssamduadesees deeb ee $2, 595,250 | $3, 344, 000 $4, 979, 700 
EN mrin seer 8 eo 8 <r nim a iene 1, 026, 317 1, 338, 600 2, 014, 500 
2. Development... _._______- ode sire 1, 508, 514 1, 884, 500 2, 472, 900 
3. Testing, calibration, and specifications. _...........-- rs 764, 719 275, 200 329, 000 
4. General technical services--.-...-..........-..-..--.--- ‘ 1, 440, 131 1, 649, 200 1, 703, 900 
cement eeateesesnceiiscatedni eit LSS 
Total obligations... .........--- vancnnmermapoegens Ene 7, 334, 931 8, 491, 500 11, 500, 000 
Financing: 
Comparative transfers to other accounts. ............__-- PRE te dxine ouaaknanels 
Unobligated balance no longer available_.............--- 64, 022 908, SOG A re wwii 
Appropriation (adjusted). .............--..------------- | 7, 413, 500 | 8,734,300 | 11, 500, 000 
Obligations by objects 
| 1956 actual | 1957 estimate | 1958 estimate 
OF Cthet ceptenetnel Car atic ccc cus sccticesuscdivtbsases | $7, 334, 931 $8, 491, 500 $11, 500, 000 


Budget authorizations, expenditures and balances 


| 
1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation. -_._.._. Fi aaaiaicin aw assim ance ee ae $7, 413, 500 $8, 750, 000 $11, 500, 000 
Transferred to “Salaries and expenses, general administration, 


CI CUE UNE, MUI Son onic wniiacsccncheonatapasnsuas teeusanedecutae an th OE 
ME MR iio os ice sn cncccsinccsncucueudnn 7, 413, 500 8, 734, 300 11, 500, 000 
1 








Obligated balance brought forward. ---...................---- 821, 273 813, 982 
Increase in prior year obligations... __..................---.-- 4,911 4 
Restored from certified claims account-.--_.............-.-.-...]-------------- 5, 478 








Total budget authorizations available................--- 8, 239, 684 9, 553, 760 12, 749, 329 





EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. -._.........................- 6, 546, 649 7, 319, 000 9, 924 
as OF ener Gab norinntinns..... «0056s i eel 814, 381 742, 631 1, 131 








Oe 7, 361, 030 8, 061, 631 
Balance no longer available: 
Unobligated (expiring for obligation) ..................._-- 64, 022 DR WOW Re ccccck 








Other : ¥ 
Obligated balance carried forward.........................-..- 813, 982 1, 249, 329 1, 694, 329 


Mr. Preston. We will now proceed to the details of the request. 
We will take up the item of expenses found on page 121 of the com- 
mittee print and page 1104 of the justifications. 


We will insert in the record at this point page 1104 through page 
1106. 
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(The pages referred to are as follows :) 
Expenses, BupGet Year 1958 


Summary of requirements 





Appropriation, 1957 (regular bill) _.-_- : ; : Se. A stabecneus | eee 
Deduct: 
Transfer to salaries and Lapeer aly administration_- diate heidi ood $15, 700 
Estimated savings --- z : 242, 800 
Fh 5 5 nit bint ee a eben vide nam ire , sas tinea am che Siete 258, 500 
Base for 1958... - Les . tc Agha ilipiabe teinehctehesad dese dt: Ge ae 500 


Net difference, 1958 over 1957 


Requirements 


| Increase 
| 1957 | 1958 | 
eres | estimate | 
| 
Physics, electronics, and mathematies- ._-.. ae Is $2, 526,100 | $3, 596,400 | $1, 070, 300 
} 


3 
1, 899,300 | 2,613, 700 | 714, 400 
934, 400 1, 252, 000 | 
|} 3,131,700 | 4,037, 900 | 906, 200 
Gross requirements_ $5 8, 491, 500 | 11, 500, 000 | 3, 008, 500 ~=—-33, 008, 500 
\ 


| 


Chemistry and metallurgy-- 
Mechanics and structures 


. 317, 600 
Radio sciences and cryogenic engineering o 


Total estimate of appropriation, 1958___- ilisarict sinainslrepshisdhcanve edneuhans arauaieiy +g ee 
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Summary of estimated obligations by program 





| 


Actual, 1956 adjusted | Estimate, 1957 | Estimate, 1958 







































































adjusted 
‘es mt in ay 
Average Average Average 
number Dollar | number Dollar | number Dollar 
of posi- cost of posi- cost | of posi- cost 
tions! tions ! tions ! 
1. Physics, electronics, and mathe- | 
matics: | 
Flectricity and electronics____ 37 | $308, 336 49 | $397,000 | 66 | $575,700 
Optics and metrology - --- : 42 393, 449 | 49 454, 400 65 | 653, 100 
Heat and power _. 44 407, 984 | 46 | 467, 200 | 62 | 667, 700 
Atomic and radiation physics. 7 666, 099 95 885, 700 | 118 | 1,177,000 
Applied mathematics. ____- 12 141, 389 13} 178,000 7 | 250, 500 
Data-processing systems_ - - -- y 93, 293 9 | 108, 000 19 220, 800 
Office of Basic Instrumenta- 
Wath 515254500583 <6543-5- 5 3 | 25, 499 4 | 35, 800 | 5 | 51, 600 
Program total...........| 219 | 2,036, 049 \_ 265 | 2, 526, 100 | 352 | 3, 596, 400 
2, Chemistry and Metallurgy: 2 TC) | ‘ez rn 
Chemistry. ............-- I 64 | 668, 749 | 74 | 708, 000 | 88 | 890, 200 
Organic and fibrous materials. 45 437, 399 53 | 514, 000 72 733, 600 
Metallurgy __._. baldo a 25 215, 939 32 | 269, 400 43 400, 400 
Mineral products. -....___- 35 347, 868 | 43 | 407, 900 | 55 589, 500 
Program total___. 169 | 1, 669, 955 | ES 2 | 1, 899, 300 | 258 | 2,613, 700 
3. Mechanics and Structures: | | 
Mechanics. -- hdd | 61 481, 833 55 465, 100 70 | 638, 300 
Building technology-... 36 323, 603 42} 369,300 | 51 | 485, 900 
Office of Weights and Meas- | | 
RE Sere ceeaee 7 74, 059 | | 9 | 100, 000 | 11 | 127, 800 
Program total........... 104 | 879, 495 | 106 934, 400 | 132 | 1,252, 000 
4. Radio sciences and cryogenic | | re erie 
engineering: j | | | 
Cryogenic engincering = 16 | $149, 402 19} $183,000 | 24 | $245, 800 
Radio propagation physics___-| 120 1, 358, 278 | 127 1, 486, 900 | 148 | 1,911, 200 
Radio propagation engineer- | | } | 
ing_. aoa 55 526, 543 | 65 | 608, 500 87 831, 800 
Radio standards... -- : | 71 | 715, 209 80 | 853, 300 O4 ye 1, 049, 100 
Program total._......_..-. 262 749, » 432 291 b 131, 700 353 4, 037, 900 
Total obligations........-.- Wea = 334, 931 | 864 | 8,491,500 | 1,095 | 11, 500, 000 
| | 
Summary of estimated obligations by cost component 
Actual, 1956 adjusted Estimate, 1957 Estimate, 1958 
| adjusted | 
Average | | Average Average | 
| number | Dollar number Dollar | number | Dollar 
of posi- | cost of posi- | cost of posi- cost 
tions! tions! | tions ! 
ae Seer wt) ae tee ee | cere emee — -———- | ———. —_ 
DONE ROE A a ~ 5 sardinia et 554 754 | 4,498, 426 | 864 | 5, 296, 000 1,095 | 6, 720, 000 
Direct other objec ts: | 
Contribution to retirement | | | 
CG i ae te adie Reade el joie 417, 000 
Other ; ol . | 1,328, 292 1, 432, 700 2, 025, 200 
Applied administrative cost. bs } 2, 540, 213 }.. 1, 762, 800 | 2 2, 337, 800 
meee tis i 2 LS 754 7, 334, 931 | Sh4 8, 491, 500 1, 095 11, 500, 000 


The 


‘ The estimates for direct labor and man-years are for labor charged to technical projects only. 
explanation of the administrative 


estimated labor portion of applied administrative cost is shown in the 
and maintenance program (see p. 1175). 

2 As is explained on p. 1177, the added costs in the administrative and maintenance program due to the 
contribution to the retirement fund will result in an increase in the overhead rate. Accordingly, the total 
added cost to the “‘Expenses’’ appropriation is estimated to be $522,000, This is comprised of $417,000 
pertaining to direct labor in technical programs and $105,000 pertaining to overhead labor. 
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Mr. Preston. We have various increases under this heading. 
Dr. Astin. Yes. 


PHYSICS, ELECTRONICS AND MATHEMATICS 


Mr. Preston. The first one is physics, electronics, and mathe- 
matics, you show an increase of $1,070,300. Will you comment on 
that, please ? 

Dr. Astin. Yes. Overall, our total increase in expenses is approxi- 
mately $3 million. It is divided into these categories which you 
mentioned. We expect that a great deal of this expansion will be in 
the form of conversion of programs we are now doing with other 
agency support. This is one of our primary objectives—to get into 
our basic appropriation things now supported by transferred funds 
which we think should be supported in our direct appropriation, and 
approximately one-half of the total increase would be in this cate- 
gory of conversion. 

Now, we have detailed here specifically the items starting on page 
1121. We discuss in detail the specific projects on which the increases 
are to be used. What I would like to do is to refer to just a few of 
those increases. 

Mr. Preston. If you will turn to page 1105 you will see a summary 
of the various items that he is talking about. 

Dr. Astin. In the physics category, in our Electricity Division, is a 
program on emission phenomena which is a new project which we hope 
to implement at the level of $35,000 per year. This is a basic research 
program to acquire fundamental data on cathodes, the electron- 
emitting element of vacuum tubes, in order to aid the electronics 
teery in devising improvements in tubes and other electronic 

evices. 

In Division 2, the Optics and metrology Division, in the general 
area of photometry, there are planned expansions of research on the 
optical standards such as gloss standards which are important to the 
pulp and paper industry. 

There is an extended program on fundamental refractometry which 
is to provide basic data on refractive indexes. These are optical 
characteristics of a transparent media, and these data are needed by 
industry and technologists throughout the Nation. 

Also in the same division is expanded work on line standards. This 
is for length measurement techniques. The committee is familiar 
with our work on gage blocks which are called end standards, but there 
are similar requirements for improved precision in the area of line 
standards, and this is another important project scheduled for expan- 
sion. 

In the next Division, Heat and Power, there is planned a new pro- 
gram, at least new in this budget, in the field of high-pressure thermo- 
dynamics which is aimed at acquiring fundamental data on properties 
of various materials under high pressure. There are many requests 
for this type of data from science and industry. This is a program 
now supported by transferred funds which we propose to convert. 

In the same Division is a new program called paramagnetic reson- 
ance. This is a basic research program in a related area to the one 
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which led to our ability to do this important parity work which I 
referred to, This is also a converted program. The $29,000 ae 
for this is now furnished by transfers from other agencies interested 
in this field. 

In the same Division is planned an expansion of work on heat stand- 
ards. We are requesting $63,000 to accelerate our work on the xe 
sion of more accurate temperature standards which are needed both 
by science and industry. 

Mr. Froop. Would this contribute to the reentry problem that the 
Army people have with missiles, the IRBM and the ICBM? 

Dr. Astin. Both the ther modynamics program and the temperature- 
measurement program contribute indirectly by adding somewhat to 
the fringe tools which they use. I would not put it as beari ing directly, 
or urgently on it, but it is of indirect importance to that pr oblem. 

In the next Division, the Atomic and Radiation Physics Division, 
there is a large new project on standards for radiation dose. This 
involves improved techniques for measuring X-ray intensities in the 
higher voltage ranges, and this is a program now supported partly 
by | the Atomic Energy Commission and partly by the Defense Depart- 
ment. There is great need for the dev elopment of these standards. 
They recognize that it is a Bureau responsibility and have aided us 
in doing this work by transferring funds to us. This is one of those 
in the categor ies of replacement, ‘and the amount scheduled for this 
is $134,000. 

In the same Division is a program on electron collisions. This is 
also a conversion program now supported by the other agencies, 
amounting to $49,000, and this is one which would enable us to do 
some basic research in this important frontier area of science. 

Next is our Mathematics Division. There is planned an increase in 
the tables work, an example of which I gave you earlier, and also 
for an increase amounting to $19,000 in the field of numerical analysis. 
These are basic tools. Numerical analysis relates to the basic area 
which enables greater utilization of the techniques afforded by high 
speed automatic electronic computing machines. 

Going now to the chemistry program, in our Chemistry Division I 
would like to comment on a brand-new project called nuclear magnetic 


resonance, 
MACHINES FOR SMALL BUSINESS 


Mr. Froop. Before you do that will you comment on any success you 
have had in the program for the utilization of these computer ma- 
chines in small businesses, businesses under 500 employees, instead of 
these expensive and fantastic things that we are acquainted with? Are 
you in the area of practicality for the small-business man so that he 
can save money as well as the big man ? 

Dr. Astin. We are not working directly in this field. However, 
our people skilled in this area have some acquaintance with the tools 
which are available, and it is my understanding that in industry 
there is a substantial development of small machines so that some 
of the smaller businessmen or firms can use them. 

Mr. Fioop. For writing checks, billing, and all that vast work? 

Dr. Astin. Yes. The « companies engaged in the development of 
such equipment are concerned with this problem as well as the very 
massive problems. 
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This project which I started to talk about on nuclear magnetic 
resonance is a technique recently made available to chemists for 
studying the chemical properties of materials. We feel that there is 
great need for increased work in this area, so that this new tool will 
be used more effectively throughout the chemical industry. 


CHEMISTRY AND METALLURGY 


Also in our Chemistry Division is a proposed increase of a continu- 
ing project to the extent of $40,000 on organic-reaction mechanisms. 
This is in the field of basic science aimed at acquiring fundamental 
data on physical processes in chemical reactions. 

Mr. Fioop, Are you in the field of solid fuels for propulsion at all— 
Navy guided-missile propulsion for efficiency purposes in transport- 
ing. Do you do anything of that kind? 

r. Astin. Some of our work is aimed at getting the data on 
dynamic properties of the constituents of solid fuels, and this type of 
data relates directly to the whole business of developing solid fuels. 

Mr. Froop. You are pulling your weight in the boat, are you? 

Dr. Astry. I think so. There is a major new program in our Divi- 
sion of Organic and Fibrous Materials in the field of polymer re- 
search amounting to $156,000. 

This is an area where we feel that there must be great expansion 
of our basic research activity if we are to retain our competence in 
this area to supply industrial needs. Part of this program amounts 
to conversion, being a pick-up of the type of activity which was pre- 
viously supported, first, by the rubber-reserve program of the RFC 
and more recently by the National Science Foundation. 

In our Metallurgy Division there are 2 new projects amounting to 
$54,000 on alloy theory and solid-state research. These are aimed at 
getting fundamental data in the field of metallurgy, and if these 
are implemented they will go a great way in increasing our general 
competence in the field of metallurgy. 

Mr. Foon. In this field of metallurgy, do you do anything for 
synthetics to relieve us of the terrible problem of depending on off- 
shore countries and islands for basic raw materials for all purposes? 

Dr. Astrn. Well, our job does not relate directly to the develop- 
ment of substitute materials, but it is the sort of basic information 
we acquire that facilitates the development of substitute materials. 

In our Mineral Products Division there is a major expansion of a 
continuing project in the field of high-temperature chemistry. Here 
this is important in the whole fuel field to which Mr. Flood referred. 
There is a great need for more fundamental data on the properties of 
material at high temperature. These data are urgently needed if we 
are to do a better job in studying reactions which take place in high 
temperature. 

Mr. Fioop. You would help us and people who would read this rec- 
ord if you would use more of these graphic illustrations. I am doing 
this deliberately for pictorial purposes. 

Dr. Astry. Thank you, sir, 
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MECHANICS AND STRUCTURES 


In our next category, the mechanics and structures group, there are 
several projects there w ‘hich I would like to comment on briefly. 

There is one in the field of ultrasonics. This is a new technique, 
using high-frequency sound waves, which enables one to get a better 
understanding of the reactions between atoms and molecules under 
various conditions. If one can study molecular groups by passing 
high-frequency sound waves through them, then one is in a better 
position to get important data on their properties. This is a new tool, 
and one we have been working on at the present time with transferred 
funds, and it is one we would propose for conversion. 

Another new project is one on the viscosity of gas. This involves 
$10,000 in the next fiscal year, and it is in the same category as the 
others. That is, it is basic information which our advisers tell us is 
urgently needed by the scientific community. 

n our Building Technology Division there is a proposed new 
project on lightweight aggregates. Lightweight aggregates are being 
used more and more by the construction industry, and there is need 
for more information on basic problems. This is planned at a level of 
$15,000. In the same organizational unit is a plan to do a project on 
the ‘dimensional stability of reinforced concrete. This, again, is in the 
same category as the lightweight aggregate project, both being ac- 
tivities where the accumulation of fundamental data will aid the con- 
struction industry in the utilization of these new techniques. 


ASSISTANCE TO THE STATES 


In our Office of Weights and Measures we are making a survey of the 
present state of the standards which are used in the various States for 
enforcement of weights and measures provisions. Here I might point 
out that enforcement of weights and measures activities is left to the 
States. We aid the States in developing techniques for measuring 
and furnishing them with suitable standards for measurement. The 
standards which the States now have were made many years ago and 
we know in some cases that these are inadequate. We have been asked 
by the weights and measures representatives from some of the States 
themselves to conduct a survey of their needs to see how the status of 
their operation can be improved. A project planned at $24,000 would 
enable us to carry out this survey. 

Mr. Fioop. What is the chief problem in weights and measures 
enforcement? Is it at the county or municipal level, or what? 

Dr. Astin. One of the main problems at the present time is extend- 
ing the techniques into new areas. For example, one of the current 
problems i is in the wide use of liquid petroleum gases. This is being 
used extensively throughout the Nation as a fuel, and the metering 
techniques for this fuel: that is, the metering which determines how 
much fuel is sold by the distributor to a consumer, are not in very good 
shape. They are not using the same techniques in the various parts 
of the country, and we have been asked in this program to assist in 
bringing some order into the standard methods of metering liquid 
petroleum gas. 
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Mr. Foon. This is not at the consumer level, then? Ultimately, 
of course, it will be, but your problem is not a consumer problem at 
the present time ? 

Dr. Astrn. No, sir; our problem is consulting with the local enforce- 
ment officials in developing standards for the measurement which they 
must use. In addition, many of the old standards of mass and length 
and volume have been damaged or destroyed. We feel also that some 
errors have crept into their enforcement due to the deficiency of these 
standards. This is one of the reasons for the survey. 

Mr. Fioop. Do you conduct an educational program suggesting a 
codification at the State level of the various laws and regulations gov- 
erning this matter ? 

Dr. Astrn. Yes, sir. We have had a rather extensive program in 
the development of a uniform weights and measures law which most 
of the States throughout the Nation now have adopted. 


RADIO SCIENCES AND CRYOGENIC ENGINEERING 


Going to the final program in the expenses category we find “Radio 
propagation and engineering.” This is the activity at Boulder, Colo. 
I will comment on four programs: There are three new projects in 
the field of low-temperature engineering. Here, again, the objective 
is to get basic engineering data to provide for the more effiective use, 
production, and containment of low-temperature gases. More and 
more industries, as well as the military, are seeking to activate and 
operate at very low temperatures, and our low-temperature engineer- 
ing program is aimed at supplying data to accelerate the exploitation 
of tec hniques available at low temperatures. 

There is a very large project called “meteors,” which we propose to 
activate. 

Mr. Froop. What is it called ? 

Dr, Astin. Meteors. It is at the level of $321,000. This is not a new 
project because the work is now going on. It is new to the extent that 
we propose to put it in our expenses appropriation. The background, 
roughly, is this: 

It has been found that phenomenal advances in effective long-range 
communications can be obtained by using the ionization or electrifica- 
tion which meteors make in the upper atmosphere. We have been pro- 
viding or acquiring fundamental data on the characteristics of meteor 
ionization propagation. This is being done as part of the general 
program of our Central Radio Propag gation Laboratory at Boulder, 
Colo. About 114 years ago there was an urgent request initiated by 
the Office of Defense Mobilization, coupled with the Department of 
Defense, for us to activate a program in this area. Funds were 
transferred from the emergency funds of the Defense Department 
to activate it, with a request to the Secretary of Commerce that at the 
earliest possible date this should come in the Bureau’s own program. 

Mr. Fioop. Are you working on the satellite problem at all with 
these ionospheric people? 

Dr. Astin. We have no direct part in the satellite program. We 
are interested in the International Geophysical Year to an appreciable 
extent. 

Mr. Fioop. That is just the Navy, though ? 
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Dr. Astin. In the International Geophysical Year, we have a very 
important part. 

Mr. Fioop. What about the certainty, suriety and reliability of your 
meteoring equipment in ionosphere? How do you reach it and how do 
you stay there? What is the calibration of those instruments ? 

Dr. Astrn. Most of the information we have now on the ionosphere 
is obtained by directing radio waves upward, and studying them after 
they are reflected back to the ground. This has been a major source 
of our information so far. 

Mr. Fioop. You have no instrumentation yet ? 

Dr. Astin. No, there will be some information from the satellite, 
and we are following very closely the type of instrumentation that 
is going into the satellite because we think that this will contribute 
to our knowledge of the ionosphere. 

Mr. Fioop. You are not engaged in studies in connection with roc- 
kets and guided missiles in this field; are you? 

Dr. Ast1n. Some rockets have given some information on the iono- 
sphere also, but, as I say, most of the data we have has come from 
radio soundings rather than from objects such as a satellite or a rocket. 

Mr. Fioop. Has anyone anyplace else anything in that area that 
you do not have? In other words, does any other foreign nation have 
anything in that area? 

Dr. Astin. Iam not aware of anything. I think our competence in 
the general field of knowledge of the ionosphere is pretty good. 

Mr. Yates. We will know more about this after this year; will we 
not? 

Dr. Astin. We will know a great. deal at the end of the Interna- 
tional Geophysical Year; we will know a great deal more; yes. That 
is one major part of the International Geophysical Year—an exten- 
sive investigation of the ionosphere. We have a central responsibility 
for this work. We have designed and procured with funds trans- 
ferred to us from the National Science Foundation standard iono- 
sphere recorders. These are devices which direct our radio waves up 
into the atmosphere and reflect them back. These recorders will be 
stationed 

Mr. Froop. Let me ask you one additional question 

Mr. Preston. May I ask you a question at this point, Mr. Flood? 

Mr. F.oop. Surely. 

Mr. Preston. Do you want to abide by the rules of the committee, 
or do you desire to make a motion to amend them ? 

Mr. Fioop. Do we have rules? If we do, I do not know what they 
are, 

Mr. Preston. I want to announce them one more time. The rule 
of the committee is this: I will state it simply, and to the point: 

The rule is that when the witness is testifying, the chairman will 
examine the witness until such time as he sees fit to pass the question- 
ing to the members of the committee. Then the members of the com- 
mittee, in rotation, beginning on my right, and then on my left, will 
conduct the questioning. Up until that time it is not in order to ask 
questions of the witness. Unless this rule is followed, it is obvious 
we will never get through. 

Mr. Fioop. Mr. Chairman, I thought I had the witness. 

Mr. Preston. I had never given him to you. 
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Mr. Fioop. Oh, I beg your pardon. Tam very sorry. 

Mr. Preston. All right, Mr. Flood. 

You may proceed, Dr. Astin. 

Dr. Asttn. Well, this meteor project is the most important one 
in terms of the communication potential of the Nation. I think the 
fact that it was initiated by emergency funds from the Defense De- 
partment is adequate testimony to that. It is so closely related to 
our area of competency and the general mission of our radio propaga- 
tion laboratory, it is felt it should be part of our basic continuing 
program, and we are seeking to include this item in our budget for 
fiscal year 1958. 

There are two other projects in this category that I would com- 
ment on briefly. One is in the field of tropospheric research. The 
troposphere is the lower part of our atmosphere. This is the part 
of our atmosphere which is active in television communication, for 
example, and here the Nation depends upon us for accumulating basic 
information on the properties of the atmosphere affecting radio propa- 
gation. Therefore, we are planning an expansion of our tropospheric 
research to get data to meet expanded needs to the extent of an in- 
crease of $38,000. 

Now, the final item that IT want to comment on in this general cate- 
gory of expenses is plans for improving the primary standards for 
calibration in radio frequency. 

Mr. Preston. Doctor, is this a continuation of the program that you 
explained to us last year where you established the laboratory ? 

Dr. Astin. Yes, sir. 

Mr. Preston. And, the work is continuing at a satisfactory rate at 
the laboratory ? 

Dr. Astin. Yes, sir. This is to provide the primary standards to 
enable the laboratory to do the job more effectively that it is set up 
to do, and here we need, in terms of our current appraisal of the 
program, an additional $190,000 to handle that job effectively. 

Mr. Preston. Now, if the committee sees fit to effect some cuts in 
this general category of expenses, we would trust that you would 
evaluate the various programs, put them in some priority status, and 
make some determination as to where the cuts should be applied. 

Dr. Astin. Yes, sir. 

Mr. Preston. All right, sir. Without going into that radio mat- 
ter further which we, I think, fully recognize the importance of, we 
will proceed. 

Incidentally, we recall it was to be used in connection with planes 
making contact, one with the other, for refueling and so forth. That 
is one example, is it not? 

Dr. Astin. Yes, sir. 

Mr. Preston. We recognize that as a very, very important matter. 


INCREASES REQUESTED FOR ADMINISTRATION AND MAINTENANCE 


T would like to call your attention to page 1177 of the justifications 
which contains your summary on administration and maintenance. 
From 1956 to 1957 you had an increase of 32 positions at a cost of 
$161,000, and from 1957 until 1958 you will have an increase of only 
22 positions at a cost of $454,000. 

Dr. Astin. That is right. 
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Mr. Preston. Where are your increases in this program ¢ 

You state in the language at the top of the page that there will 
be an uncontrolled added cost here in 1958. Will you please explain 
that? 

Dr. Ast1n. That refers primarily to this increase for the retirement 
contribution. This amounts to a total of $206,000. 

Mr. Preston. But even so that would put this figure out of line 
with the increased cost between 1956 and 1957, when you had a larger 
number of positions at a still much lower cost. 

Dr. Astin. Let us see. The increase of 32 positions amounted 
to—— 

Mr. Preston. Moneywise, it amounted to $161,000; did it not? 

Dr. Astin. Yes, sir. My budget officer tells me that some of the 
increases are in areas such as printing. This, of course, is our means 
of disseminating the results of our effort, and we feel that that type 
of activity is bound to increase. 

Mr. Preston. Where would that be found? Would it be found 
under the Office of Publications? 

Dr. Astin. Yes, sir; and the Office of Technical Information. Both 
of those do some of the printing work—the formal printing of these 

ublished items is in our Office of Publications. The informal circu- 
ations which we make to the technical press are handled by our Office 
of Technical Information. 

Mr. Preston. It shows the same number of people that you have 
in 1957 in that Office for 1958. 

Dr. Astin. Yes, sir; but the same number of people we hope will 
handle next year more printing activity. 

Mr. Preston. Well, now, let us see. Does this table deal purely 
with people? 

Dr. Astin. No. This table covers total cost. We have listed here 
the number of people involved, and the total cost of the specific opera- 
tion. These items down here correspond to organizational units 
within the administrative organization. 

Mr. Preston. What else is included in the dollar cost besides sal- 
aries for the people that you have listed here? 

Dr. Astin. Our utilities is one factor. That is, with an expanded 
program we would be using more electrical power. 

Mr. Preston. Where do we find that in terms of dollars on this 


age? 

" Dr. Astin. It might be better if I asked Mr. Christeller, my budget 
officer, to comment on this, as he is more familiar with this part of 
the presentation. 

Mr. Preston. Very well. 

Mr. CurisTecier. One of the items that you will find here, sir, is 
that the personnel increases are, for instance, this: 7 of the 22 are 
proposed in the administrative services area. It is a custodial staff, 
and this means that your personnel costs do not form as significant 
an element in the program for 1958 as in 1957. 

In the Plant Division, on the other hand, we have a sizable item 
related to utilities and to the plant maintenance and protection which 
will not involve personnel as such, but will provide the supporting 
service needed for the technical programs. 

Mr. Preston. But, is that in the item before us? 





154 


Mr. CuristTecier. Yes, sir, it is; it is the next, to the last item on this 
page. The operation and maintenance cost of our Plant Division 
which includes the maintenance of our buildings and grounds is in 
this program. This is part of the Bureau overhead. 

Mr. Preston. That is a peculiar chart. It does not break down the 
various items. 

Mr. Curistetier. This chart is presented on a functional basis to 

ive the feeling for the total overhead program according to the var- 
ious functional units in the Bureau that are supporting the technical 
program. 

These total costs are distributed to all programs of the Bureau, and 
the $5 million, for instance, is only partially borne by the-—- 

Mr, Preston. We do not, have the time nor the figures to break this 
down. . Next year you ought to break the personnel figure down in 
order to distinguish from other objects figures. 

Mr. Curistetter. You have a breakdown, for instance, on page 1180 
which will give you the total related to personnel and then the indi- 
vidual objects of expenditure. 

Dr. Astin. This page 1180 is a different breakdown of the same 
things we were talking about on page 1177. I think this is probably 
what you were looking for. 

Mr. Preston. That is right; but it also does not give us any figure 
there on personnel. It gives your personal services in one lump figure. 
But if you had a breakdown such as you have on page 1177, separating 
your personal services from other objects, we could tell more about 
what you are doing from your administrative cost standpoint, 

Dr. Astrn. We will be glad to keep that in mind, sir, and provide 
anything we can to help you have a better understanding of this. 


INCREASE IN PERSONNEL IN 1957 OVER NUMBER REQUESTED IN 1957 
BUDGET PRESENTATION 


Mr. Preston. Suppose I ask you, Mr. Christeller, a question. Now, 
follow me very carefully, because it is a lengthy question: 

The 1957 budget proposed 722 positions and $4,536,000 for the 
administrative and maintenance program. 

The 1957 column of the 1958 justifications, page 1177, shows 
positions and $4,575,000. 

Now, despite your cut last year in your 1957 budget of $250,000, you 
have increased the administrative program by 14 positions and by 
$39,000. How did you do that? 

Mr. Curtstectter. Well, sir, the administrative program applies to 
the total operations of the Bureau, and the expenses appropriation 
bears only its share of that. The total operations have increased. 
The administrative program shows approximately the same rate of 
increase that occurred in the total technical program of the Bureau. 
ire relationship has held fairly firm for several years now, as a matter 
of fact. 

Mr. Preston. You are evading the point that I am trying to estab- 
lish here. You increased your administrative positions despite the 
cut that the committee gave you, and at a cost of $39,000 above what 
you actually requested in the 1957 budget. 
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TRANSFERRED FUND PROGRAM 


Did you do this from transferred funds? 

Mr. CurisTetLer. Essentially, yes, sir; because the cost of the ad- 
ministrative program relates only to the expenses appropriation as 
the expenses appropriation relates, in proportion to the total program. 
Therefore, to the extent that there was a cut in the expenses appro- 
priation, it reduced the share of this total that the expenses appro- 
priation is paying. This occurred, and occurs, naturally, because of 
the proportionate relationship. 

Mr. Preston. It did not reduce the administrative costs? i 

Dr. Astrn. We planned to reduce our transferred fund program this 
vear when we prepared the estimates a year ago. Several things pre- 
vented this. We advised you of the two major programs—one on 
assistance to the Air Force in installing and evaluationg a new world- 
wide communication network, and the other was the free radicals 
program. 

Another program which added to our transferred fund pro 
more than we planned on, was our participation in the International 
Geophysical Year. All 3 of these are rather major items, and in 
spite of the fact that we did do a fair amount of converting of pro- 
grams and curtailing the transferred fund activities, these 3 items 
tended to raise the total transferred fund operation. Because of this, 
instead of having a reduction as we planned in our transferred fund 
program, it actually increased somewhat, and it was for that reason 
that there was an increase also in the estimated administrative pro- 
gram. You see, these particular types of transferred fund activities 
add somewhat to the administrative expense because they are all 
concerned with supporting people at field stations. 

Mr. Preston. Did the transferred funds carry their pro rata share 
of the administrative cost ? 

Dr. Astin. Yes, sir; they carried that. 


RATIO OF ADMINISTRATIVE COSTS TO LABOR BASE 


Mr. Preston. Your transferred funds are placed in the revolving 
fund; are they not? 

Dr. Astin. Yes, sir; our total administrative program over, I think, 
- last 7 years, has been practically constant at 33 percent of our labor 

ase. 

Mr. Preston. What has been constant at 33 percent ? 

Dr. Astin. The cost of the overhead program is 33 percent of our 
direct labor costs, and this has been constant over the past 3 years. 
We have just recently found that we can reduce it, and it is going to 
go down a percentage point or two for the balance of this fiscal year, 
but it has been constant at this 33 percent. 

Therefore, I think if you could relate the total cost of the admin- 
istrative program to our total labor charge, you would find this to be 
33 percent in both instances. This is our planning figure, and it has 
also been our operating figure. 

Mr. Preston. According to your own figures, doctor, it is going to 
go up instead of down in 1958. It is going up to 34.4 percent. 

Dr. Astin. Well, the retirement fund does this. This is because 
of that item. 
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Mr. Preston. Are you now referring to the $206,000 ? 

Dr. Astrn. Yes, sir. You see, the retirement fund is not treated 
asa labor cost. It is treated as “Other objects.” So, the contribution 
to the retirement fund in our administrative program will make neces- 
sary an increase in our overhead rate. Therefore, this 33 percent we 
have been holding will be increased next year unless we find some 
other means that we have not been able to find thus far in correcting 
that. 

Mr. Preston. Let us see what happens, for instance, when the 
Navy sends over to you $1 million. You put that in your revolving 
fund; do you not? 

Dr. Astin. Yes, sir. 

Mr. Presron. Then you get together and you decide how much you 
will allocate out of that $1 for administr ative costs ? 

Dr. Astin. No; this is determined by our operating program. We 
accumulate our direct labor charges and then we accumulate sep- 
arately our total administrative costs. 

Then the total administrative costs are spread to all of our projects 
im proportion to the amounts of their direct labor costs. Therefore. 
the overhead charges to any transferred fund program depends upon 
how much direct labor that transferred fund project consumes. 


LACK OF CONTROL OVER APPROPRIATIONS BY THE COMMITTEE 


Mr. Presron. We get back to the question that we had up before 
lunch today, and that is that we do not have any effective contro] 
over the appropriation. For that portion that we deal with, we 
undertake to have some control. But with reference to your trans- 
ferred funds, we have no control, do we, Doctor ? 

Dr. Astin. We are trying to bring you into these negotiations on 
major items. 

Mr. Preston. Yes, sir: that is right. 

Dr. Astrxn. We have advised you of two of them. 

Mr. Presron. I am speaking about the situation dollarwise. After 
you get the project going, and you get the money and you put it into 
your - revolving fund, the Congress has no effective control or say-so 
about what you do with that money: does it? That is a fairly simple 
question, and I think it can be answered categorically. 

Dr. Asrin. I think that is true; yes, sir. 

Mr. Preston. Do we have any control ? 

Dr. Astin. There is no control provided by law, other than what 
is put into the appropriations to the other agencies. However, we 
recognize that this is a problem, and anything we can do to develop 
our transferred fund program or control it in line with your wishes 
is something I want to do. 

Mr. Preston. Well, it is just one of the weaknesses in our system 
that we are looking into this year. 

Dr. Astrx. Well, of course, this is one of the things that we are 
seeking to do, as I pointed out earlier, and that is to get more of our 
program in basic support and this is one way of giving you more 
effective control of it. 
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The more of our program, percentagewise, that comes out of our 
appropriation, the more direct will be your control and the better we 
will like it. 

EXPENDITURES FROM REVOLVING FUND 


Mr. Preston. Out of this revolving fund that we helped to create 
some few years ago, do you buy supplies and equipment, and other 
items like motor vehicles, over and beyond what you justify before 
this committee ¢ 

Dr. Astrx. No, sir; all of our motor vehicles have to be specifically 
authorized. We finance normal equipment replacement through de- 
preciation charges which are incurred by all projects. These de- 
preciation charges are made on an estimated life of the equipment. 
These charges are paid into our revolving fund, and as the money 
is paid in, it becomes also available for replacement of equipment. 

Mr. Preston. How often does the General Accounting Office exam- 
ine your revolving fund? 

Dr. Astrx. They have been doing it almost continuously ever since 
it was set up. 

Mr. Preston. I used the example of an automobile, but I think that 
you do have to have authority to trade automobiles. However, let us 
take an air-conditioning unit. 

Out of this revolving fund if you decided to purchase 10 air-condi- 
tioning units, you can do so, can you not, without any justification 
before the Appr opriations Committee ? 

Mr. Curisrevter. That is right; yes, sir. We could purchase them 
out of the revolving fund, but we charge the project depreciation 
charges. The control that exists is the fact that we cannot incur costs 
in the revolving fund unless we have funds in the existing operating 
project to support the depreciation charges that are involved. So, 
the control occurs at the program levels in the sense of the amount 
of programs that this committee sees fit to support, and that will 
ultimately control the amount we could invest in the revolving fund 
for equipment. 

Mr. Preston. Let us go ahead with this one item—radio propa- 
gation. We gave you a $250,000 cut, and in your wisdom you decide 
that $10,000 of that shall be : applied to radio propagation. Therefore, 
you reduced that operating program, by $10,000. Then the Navy 
employs you to inaugurate a million-dollar program in radio prop- 
agation. You immedi itely then decide what you are going to do with 
the $1 million. That is completely beyond our control. You say 
you assign a certain amount of it to the project or to the direct labor 
costs. 

Dr, Astin. The direct labor costs bear a charge for depreciation 
of equipment, and this depends upon the amount. of equipment. the 
particular organizational unit has at its disposal. 

Mr. Preston. We have no control over that $1 million, though. 

Dr. Astin. Well, that is transferred to us from the Defense De- 
partment. 

Mr. Preston. Roughly, two-thirds of your budget is transferred 
money and has been such tn the past. 

Dr. Astin. It is 60 percent, roughly. It has been as high as 85 
percent, but I hope those days are past. 
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Mr. Preston. That further illustrates the point that we do not 
have the control over these funds. 

Mr. Froop. What about the use of a memorandum to notify the 
committee of those actions when they have transferred funds? What 
about a memorandum to the chairman of the subcommittee ? 

Mr. Preston. I am afraid that memorandum would be a fait ac- 
compli. It would be reporting what they have done. 

Mr. Froop. We handle these unexpended funds of the Department 
of Defense in that way every quarter, and there are 100 times as many 
dollars from transferred funds or contributed funds in that appro- 
priation as here. 


ANALYSIS OF TRANSFERRED FUND PROGRAM 


Dr. Astrn. We have made, Mr. Chairman, an analysis of our trans- 
ferred-fund program in terms of our efforts to convert more of it to 
our basic appropriation. This is a rather lengthy thing [indicating]. 
I think it is probably too long to insert in the record, but we brought 
it here for your use and information today in case questions of this 
sort came up. 

Mr. Preston. This relates to transferred funds and as to how you 
allocate them ? 

Dr. Astin. Yes, sir. It indicates some of the progress we have 
been making in discontinuing certain types of projects. 

Mr. Preston. You have other objects listed here also. 

Dr. Astry. The things which are responsible for the expansion 
this year. This shows total cost. 

Mr. Preston. There is no breakdown of your “Other objects.” 

Dr. Astrn, No, sir; but we can give you that information also if 
you would wish. 

Mr. CuristeLtter. We can supply anything you would like on that, 
Mr. Chairman. This is an attempt to show the trend that is occur- 
ring this year in this program. 

Mr. Preston. We will insert this analysis at this point in the record, 
minus the chart. 

(The analysis referred to follows :) 


NATIONAL BUREAU OF STANDARDS, DEPARTMENT OF COMMERCE 


ANALYSIS OF PROGRAM CONVERSION 


Table 1, attached, is a summary of the technical program for fiscal years 
1956, 1957, and 1958. Although the total program for other agencies for 1957 
is larger than for 1956, some progress has been made toward the objective of 
increasing the portion of NBS technical effort which is devoted to the Bureau’s 
basic programs. During 1956 38 percent of technical staff effort was devoted 
to the expenses program. The comparable estimates for 1957 and 1958 are 41 
percent and 49 percent, respectively. 

Proposals to extend other agency projects or to undertake new ones are 
critically reviewed. The criteria for approval of such projects assure that the 
projects (1) have a close relationship to basic functions of NBS, (2) show 
prospect of producing results of general value to science, or (3) cannot be under- 
taken as effectively elsewhere and do not require large changes in NBS staff. 
The application of these policies has resulted in discontinuance or significant 
decrease in a number of other agency projects. At the same time, however, a 
number of programs have been activated or increased because of high-priority 
needs of other agencies. 
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Table 2 indicates the base program after deducting the 3 major high priority i 
new or increased programs. The Air Force communications advisory service 4 
program and the free radicals research program are new programs of which the 
committee was informed in the summer of 1956. These two, as well as the Inter- 
national Geophysical Year program, are temporary programs utilizing the 
special competence of Bureau scientists to meet high-priority needs of the 
sponsor agencies. They also involve an unusually large amount of special 
equipment procurement. Therefore, despite the high cost estimate for other 
agency programs in 1958, we expect to be able to reduce the technical effort on 
those programs by more than 100 man-years. 

Table 3 is an analysis of the changes from 1956 to 1957 in the technical pro- 
gram financed by sources other than the expenses appropriation. As this table 
indicates, 89 programs have been discontinued or have major decreases totaling 
$2,794,000 and many others have had smaller decreases totaling $484,000. Table 4 
is a listing of the programs which have been discontinued or decreased in 1957. 

In addition to the 3 programs described above, major increases have been 
made in 15 other programs in 1957 as indicated on table 3. Many of these 
involve the procurement of special equipment for sponsor agencies or contracts 
with private laboratories for research and development work. Accordingly, 
the Bureau has been able to undertake these programs which involve significant 
expenditures without a corresponding increase in staff effort. 

This fact is illustrated best by table 5 which is a current revision of page 1116 
of the NBS budget estimates. Although the obligations for other agency pro- 
grams still exceed obligations for appropriated programs, the technical effort 
(measured in man-years) for appropriated funds approaches that of other agency 
programs, 


TABLE I.— Analysis of technical program by source of support 


[Obligations in thousands of dollars] 


| 

| : ‘ 

| 1956 actual 1957 estimate 1958 estimate 
Program group and division gne LG ee Dok Wrest) Be 
Other |Expenses} Other 


' 
[E xpenses| Other Pe enue 
agency agency 


| ageney 








| 


Physics, electronics and mathematics: | 





























Electricity and electronics. _- $308.3 | $1,856.6 |} $397.0 | $1, 200.0 $575.7 | $1,100.0 
Optics and metrology -__ - 393. 4 425. 5 454. 4 380.0 653. 1 280.0 
Heat and power 408. 0 831.5 467.2; 1,100.0 667.7 1, 500.0 
Atomic and radiation phy sics- 666. 1 928. 1 885.7 900. 0 1,177.0 900. 0 
Applied mathematics - : 141.4 347.4 178.0 400.0 250. 5 400. 0 
Data processing systems. 93.3 735.5 108.0 1, 375.0 220. 8 800. 0 
Office of basic instrumentation 25.5 86. 6 35.8 60.0 51.6 60.0 
Bewtotal. ..-5555.<-. 2, 036. 0 5,211.2 {| 2, 526, 1 1} 54 5, 415. 0 3, 596. 4 5, 040.0 
| = ee re — =) SSS SSS 
Chemistry and metallurgy: | = 
Chemistry 668.8 794.0 708. 0 625.0 890. 2 600.0 
Organic and fibrous materials 437.4 | 965. 9 514.0 780.0 733. 6 700. 0 
Metallurgy - - Dias : 215.9 | 387. 4 269. 4 310.0 400. 4 235. 0 
Mineral products. a 347.9 1, 753. 6 407.9 1, 550.0 589, 5 1, 450.0 
Subtotal. ____- . 7 ‘ | 1, 670.0 3, 900. 9 1, 899.3 3, 285 0 2, 613.7 7 | 2, 985.0 
ed a aad aaa 
Mechanics and structures: | 
, Mechanics : 481.8 | 1,290.4 465.1 | 1,220.0 638.3 1, 100.0 
Building technology 323. 6 410.9 369.3 | 475.0 485.9 400.0 
| Office of Weights and Measures 74.1 | 100.0 ‘ 127.8 
Subtotal. _..___- i | 879.5} 1,701.3 934.4 | 1,695.0 | 1,252.0] 1,500.0 
Radio seiences and cryogenic engineering: aed | : ee a iked ih 
} Cryogenic engineering _ - - oul 149. 4 417.0 183.0 | 700.0 245.8 475.0 
Radio propagation physics ‘ | 1,358.3 1,122.2 | 1,486.9} 2,435.0} 1,911.2} 2,600.0 
Radio propagation engineering 526. 5 455.7 | 608.5 | 580.0 | 831.8 | 500.0 
Radio standards -_-- 715. 2 | 128.3 | 853.3 | 110.0 1,049.1 | 700. 0 
Subtotal i sida | 2,749.4 | 2,128.2 | 8, 131.7 | 3,825.0 | 4,037.9 4, 275.0 
; Technical services | 92.0 250. 0 200. 0 
, Total, technical program | 7,334.9 | 13, 028.6 | 8,491.5 | 14, 450.0 | 11, 500.0 14, 000. 0 


NoTE.— Revised Mar, 1, 1957. 


89841—57——-11 





160 











TABLE 2.—Analysis of effect of high-priority programs 
ioe ane in thousands of ent 
ae a | ar & } 
| 1956 actual pr 1957 estimate 1958 estimat: 
} 
len | 
|E xpenses| Other |Expenses} Other |Expenses) Other 
agency agency |} agency 
| 
aT ee ee ek va Wy RO es ee -| al uernsehs it 2k 
Total technical program -.__-_----....- | $7, 334. 9 $13, 028.6 | | $8, 491.5 ‘$14, 450.0 |$11, 500.0 | | $14, 000.0 


Less: Temporary programs: 


i" 
} i 
International Geophysical Year | | —196.3 | —784. 0 —F00. 0 
Free radical research _- | | | —774.0 | | —1, 000.0 
Air Foree communications advisory | | 
services_ | | —343.0 | —1, 000.0 
| ; 


| 
| 
| 
—_ -| - ~ 


| 
Base program_._.._. 7, 334.9 | 12, 832.3 8,491.5 | 12, 549.0 | 11, 500.0 11, 0.0 
| | 


| ' 
TABLE 3.—Andlysis of changes in technical program, fiscal year 1957 compared 
with 1956 


Estimated 1957 obligations in the technical program other than 
expenses program_-_-_--_----~- pe ee Be aes a Goo 
Re GRADERS ok ee a 138, 029, 000 


ee Tr he ee ot Ee ite aw eS 1, 421, 000 
eer eE, nn NII a ho ik ceceris taints ean 3 776, 000 
I ns sins es vgregpateblibce eeenni mnaacreing crear ™ 2, 018, 000 
ee eee ee baler eees) dneensinoleaiiae 484, 000 
I oa saebiabinanmanalbaensaisndsiiionie 4, 699, 000 


Less: Increases in non-Federal programs: 
Gifts and bequests__ eRe De tear, hake Rea oa 
Calibrations for the public_ se ee let a os ND 


$50, 000 
360, 000 


410, 000 


Gross increase, other agency programs_____-_---____-__--__ 4, 289, 000 


Analysis of major increases in other agency orders received in 1957: 





Air Force communications advisory services____________-_____--__ *348, 000 
Free radicals research (Army Ordnance) —__._..--__--______-_____ * 774, 000 
International Geophysical Year (NSF) -~---~-~-- ‘ Sy ey * BSS, 000 
Post Office mechanization____________ |B tag Ei Seemed Fh eho A De 4) Pe * 381, 000 
Pakemt Clies Meme. os eo * 85, 000 
PRO ae fan ean nut pe si a caiche ieee manioipionsivine ike 74, 000 
COICRL.. COPS CONROE oo ne Bee 7935, OOO 
Air Force analog computer_____-_.-_-._..---__- Pak ictal muaromid 7123, 000 
etn I On mentees * 466, 000 
eS kt will cliente erences * 147, 000 
Radio astronomy (equipment) —._--_---_-_-_____-____ eee a Ea 7210, 000 
Production of liquefied gas__........._....._-_- Se lence Oil aiemiceedge eae 248, 000 
Los Alamos assistance (AEC)-_ ~~ -.---- a eR aie ah capa. oo 129, 000 
Air Force cryogenics assistance__.... .......---____-_ sisi Sctncononss ahaa 174, 000 
Mercury (AFOAT-1)-__--~- a a) eee be 2 +113, 000 
Radio equipment procurement (Navy) ------_--__---._----__---- *71, 000 
Navy electronics instrumentation and dev elopment Sea cio 176, 000 
Air Force, high temperature research ______-________- le 2 eo ys) 86, 000 

SGD a Oneee BO) Giteers sts. ng it wastiue 4, 423, 000 


2 Primarily procurement of special equipment or contracts with private concerns. 
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a 
TABLE 4.— Discontinued or decreased other agency programs, fiscal year 1957 4 
ai = - — a — _ —— 
Program | Discontinued} Decreased Total i 
Electricity and electronics: 
Resistor noise measurement (Navy) $32, 000 | 
; ‘Tube development (Navy) “ ‘ $476, 300 
Miniaturization techniques (Navy | 28, 100 
a Minidetection system (Air Force) | 35, 200 
; Automatic weather station (Navy) 107, 000 | 
0 ' Multicharacter printer (Defense) 38, 000 
| Modular design (Navy) 135, 000 
i) f - - ~|— $851, 600 
0 Optics and metrology: 
i Spectacle lens performance (V A) 10, 000 
0 | Air navigation lighting (C A A) 2,000 
_ ; Runway lights (Air Force)--_- 17, 000 
0 1 Thread standards (Navy) -.-- 10, 000 
{ Other (various agencies) pale / 18, 000 11, 500 
j 78, 500 
i Heat and power: | 
l t Rheology of rubber (NSF) 21, 500 | 
j Aircraft electrical testing (Navy) 22, 400 
t Autoignition systems (Navy) 13, 200 
Emergency diesel fuels (Army) 10, 490 
Heats of combustion (Air Force) 23, 300 } 
) Testing clinical thermometers (V A) 14, 400 | 
0 High temperature physics (Air Force 15, 800 
' Pneumaties (Navy)-- 14, 300 | 
” t Shock compression (Air Force) | 12, 700 | 
0) Molecular structure (Navy) 15, 900 
() ' Rubber thermodynamics (NSF) 7, 500 } 
() ' Other (various agencies) - . } 17, 800 36, 500 | 
q . : 225, 700 
i $ Atomie and radiation physics: | 
4 Infrared standards (Navy) 10, 700 | 
Radiometric devices (Army) 20, 000 
0 i Isotope standards (AEC) 16, 500 
Metal-nonmetal contacts (Air Force) 12, 900 
' X-ray microscope (Air Force) ‘ 10, 500 
Radiant energy (Weather Bureau) 20, 600 4 
Electron physics (Navy and Air Force). | 31, 000 | 
- Other (various agencies) 4, 800 23, 900 | 
= _ — 50, 900 f 
0 i Applied mathematics: vy 
- § Mathematical statistics (Army) 16,000 |_. | 
0 f Other (AEC and Navy)... } 14, 000 
— : — he | 30, 000 
= i Data processing systems: 
Diode amplifier techniques (Defense) 75, 500 
() Fallout computer (AEC and FCDA) 52, 000 | 
0 Communication link (Air Force) 22, 500 
} Computer training (Air Foree) 45, 500 | 
() Other (various agencies) - - 24, 500 | 30. 000 
U ‘% ‘ . Sa - — 250, 000 
0 Basic instrumentation (Navy, AEC, Air Force). 11, 000 27, 000 
—_—_——_—_———_—_|-- . 38, 000 
0 Chemistry: 
{) Monomers (NSF) __- 26, 500 
0 ' Optical filters (Army) --- 14, 500 
Electrophoretic deposition (Air Force) 13. 000 
0 Organic solvents (Air Force) _- 17, 500 
0 ; Analytical chemistry (Army) 34, 000 
() ‘ Other (various agencies) - 46, 500 
; 152, 000 
A) Organic and fibrous materials: : 
{) Synthetic rubber (NSF) 79, 500 
0 Pyrolysis of polymers (NSF) a 20, 000 | 
Tire tester (Army) 20, 000 
JU i Dynamic bulk modulus (Various) - 10, 000 
() ; Nylon laminates (Army) 23. 000 
0 ‘ Degradation of cellulose (Army) 5, 000 
f Other (various agencies) -_ 29, 000 48, 500 
Ay F = 245, 000 
3 i Metallurgy: 
0 ' Boron and rare earths (Army) 13, 700 
8 Deformation of titanium (Air Force) 30, 500 
se t Boron treated steel (Air Force) - - 18, 600 
I Powdered metals (Army) 9, 200 
Magnesium alloys (Air Force) 13, 800 
; Ultrasonie vibration (Air Force) 21, 600 
' Other (various agencies) 6, 000 6, 200 


» i - 119, 600 


g 
e 
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TABLE 4.—Discontinued or decreased other agency programs, fiscal year 1957—Con. 








| 
Program | Discontinued Decreased | Total 
Mineral products: 
Heat resistant metals (Air Force) -- ; : | $8, 900 |... ‘ 
Ceramic coatings (Air Force) - ---- =—_ ' ical 15, 800 | i“ 
Inorganie carbon (Navy).--.-- " aaa ad | ee ee | 
Ceramic dielectries (Army) - ---- . ; ‘ Reta | $13, 000 | 
Optical glass (Navy) wo wich denim Gil 11, 600 
Refractory materials (Navy) | | 7, 000 
X-ray diffraction (Air Force) -...--..-- e sabe . | 17, 300 
Other (various agencies) - - - | 47, 600 | 21, 400 
———___ | —__——_—- $151, 700 
Mechanics: 
Infrasonies (Air Foree) cm ted eimeili inne 55, 000 
Classified (Army) ' ac ; . : ail 14, 500 }..--.. 
Thermal stresses (Navy) ......-- ne a bia Dcmaiigddinded 10, 000 
Jet engine controls (Navy).-............----- i aesat Albcsibaiasdaacen 30, 000 | 
Aerodynamic noise (NACA) : ; 13, 500 |_-- 
Cellular dry docks (Navy)-- a - | | 10, 000 
Aircraft structure (Navy) jiecthwedest bie | 22, 000 
Aircraft joint structure (NACA)__--.---_-----_---__- | ~oita 9, 000 
Other (various agencies) .......- co £ i akieniasuiedaiciaas | 23, 500 50, 500 
|——_——___——_—_—_ |-—_———_- 238, 000 
Building technology: | 
Flooring materials (Army) -____-- a ee 5, 000 oil 
Acoustic tile (PBS) -.............. ‘ in : GOO dsveide. usc | 
Masonry leakage (Navy)- ; 10, 000 |. i 
Other (various agencies) -...........-- : 3, 500 | 1,000 | 
—_————-|\— arrerEe 25, 080 


| 
| 
Cryogenic engineering: 
Liquid oxygen converters (Air Force)................--- 9, 300 ici diss | 
Insulation studies eer . Wisaielibn at | 25, 300 |. fs 
| 
| 
| 

















Bubble chamber (AEC) __ ee Senate cibdetad 49, 300 
Brookhaven liquifier (AE C) Romie 5 ; 19, 000 
Oger (yarses Gmemenen) . . 0k... 5 ec ccecccncce- ef ae ae Jt 
———— — |——__———_—_ 122, 700 
Radio propagation physics: | | 
ROAR (Army).___.-- ws A a : Sipe | 55, 300 
Fat girl (Air Foree)________- 5 Fae Ne 254, 100 
Ne eS ccnwntiwaniwananena eee dedi 31, 700 | 
|__| 341, 100 
R atte propagation engineering: 
CYT AC lS a ps Rec / — 94,000 |- idiots 
Sporadie E (Navy)----- i 7 : : | 17, 100 | 
))/F communications (Air Force) ait bec ae 6, 700 | 
Airborne refractometer (Air Force) __.- 11, 200 | “| 
Phase stability (Air Force) 5 hassel tsi bauieeatan | 40, 900 | 
Tacan (ANDB)..-...-...2.. ect sbbuincieh Shaaiaiche | 31, 700 
| cegiartrnanonyiateanpestit menbatibagemmmnrmeieichell 201, 600 
Radio standards: 
Portable frequency standard (Army) 7 aoe 6, 400). 02. ans 
Micropotentiometers and attenuators (Air Force).-..-----| 10, 900 }-.----- eet s 
Magnetic core materials (Navy) ak 2 cad ol 11, 800 | 
Frequency errors (Navy) ----- ee tc Bc Be lide 22,000 | 
Microwave measurement (Various) - eee nia aaeeaeel 7, 100 
=| : == 57, 200 
{ papeeientiatid pnt 
(te alps ea ae ebb teal healt liad waite itianscsninipslhoden boa aa 3, 278, 600 
Summary: 
41 programs....... ind oo \ panibinanicieniiiphmal 775, 700 j_.-- ase 
48 programs.s..........__- a aa cel ctl 2, 018, 400 | 
DE CCTINOOR. uk ... eee ncocane sadoaien ecdegiiaiacated | 194, 500 | 290, 000 | 
Subtotal_- GM AR te Ns cen 97 0, 200 | 2, 308, 400 
as aeeree a 3, 278, 600 
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TaBLE 5.—Comparison of technical programs ! 






































| 
1956 | 1957 1958 
Man- Obliga- Man- Obliga- Man- | Obliga- 
years tions years tions | years tions 
pitas Eeertr verre i th nee) Ha 
NE OIE. 555 3 xp gene scesansendace 754 | $7,334, 900 864 | $8,491,500 | 1,095 | $11, 500,000 
Other technical programs. -........--.--.-- 1, 238 | 13,028,600 | 1,266 | 14,450,000 | 1,160 | 14,000, 000 
FE Paget 8 eo os can eeee ..-| 1,992 | 20, 363, 500 2,130 | 22, 941, 500 2,255 | 25, 500, 000 
— SS SS SS 
Proportion of technical effort (man-years) Percent Percent Percent | 
esti 22% } OPS hvccinisiene 
| 


supported by expenses, appropriation_-_| Oe Rectan las ws 41 
| 


1 The estimates shown in this table are a revision of the estimates shown in the graphs on page 1116 of the 
National Bureau of Standards justifications. ‘These estimates are for technical programs only and therefore 
do not include the man-years associated with the administrative program although they do include the 
pro rata share of the costs of that program. These estimates also exclude the costs of supplying storeroom, 
maintenance, and other administrative services to the Diamond Ordnance Fuse Laboratories. g 





Mr. Preston. I note you have numerous increases in “Other 
objects.” 
Dr. Astin. Yes, sir. 
EQUIPMENT 


Mr. Preston. Let us take 1 or 2 of these items for consideration. 
For instance, you have equipment refiecting an increase of $202,000. 
Dr. Astrx. Yes, sir. 

Mr. Preston. What is that ? 

Dr. Astin. This is an automatic charge which we incur because of 
our depreciation schedule. That is, our equipment inventory, cou- 
pled with our estimated depreciation rates on the equipment, auto- 
matically sets the charge which is applied to our labor base. 

Mr. Preston. This is appropriated money, is it not, that we are 
talking about? Iam now referring to the $202,000 increase over fiscal 
1957. Is that related to depreciation ? 

Dr. Astin. Is it, Mr. Christeller? 

Mr. Curistetier. Yes; it is primarily depreciation as a loading 
factor on our labor increase. In other words, the proportion of total 
labor attributable to this appropriation goes up. The expenses pro- 
portion of the total labor in the technical programs of the Bureau 
increases if the request of the Bureau for $11.5 million is granted. As 
that increases, one of the loading factors on that—one of the charges 
that automatically occurs in connection with labor charges in the proj- 
ect—is an increase in the equipment depreciation charge. 

In other words, if we increase the proportion of labor in the techni- 
cal program support by this appropriation, we will increase the equip- 
ment and the overhead charges on that. 

Mr. Preston. Well, now, what are you asking us to do? You are 
using a formula under a cost accounting system ? 

Mr. Cnrisrecirr. Yes, sir. 

Mr. Preston. You cannot tell us exactly what this $202,000 is going 
to buy; can you? 

Mr. CuristeLter. I can say that much of it is equipment already 
on hand which has been purchased as an investment of the revolving 
fund which is being recovered over the balance of useful life of the 
equipment, and which is, therefore, a factor of cost in the increased 
labor cost in this program in the revolving fund. 
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Mr. Preston. Would this money be paid back into the revolving 
fund ? 

Mr. Curistrevter. This is to reimburse it for the investment already 
made for much of this. 

Mr. Preston. When the equipment was purchased, there was no 
justification made to us as to what kind of equipment would be pur- 
chased; was there? 

Mr. Curisteier. This is true. Our justifications are based on the 
programs to be conducted. 


LACK OF CONGRESSIONAL CONTROL UNDER REVOLVING-FUND SETUP 


Mr. Preston. We do not have any control over this program. All 
we are doing is having a nice, scientific discussion here this afternoon, 
hearing some interesting testimony from a very able scientist. 

Earlier, when we went into this revolving fund, we agreed to it. 
But as I find out more about it, I am wonderi ing if we did the right 
thing. 

Dr. Astin. Well, we would be very pleased to discuss this with you, 
or your staff, any time you want to. Our objective here is to be ac- 
countable to you, in any way you wish to prescribe. 

Mr. Preston. That is right. You are operating under a license 
which we gave you, and [ grant that. We set up the revolving fund 
and appropriated the money for it, but you are the only agency to 
come before this committee which does not have to justify specifically 
what you want the money for. You are the only one. No other 
agency which comes before this committee is permitted to do that. 

Mr. Yarrs. Do we have any other revolving funds? 

Mr. Preston. None of the other agencies has the complete latitude 
that you have. 

Mr. Astin. There are many revolving funds of this type in research 
laboratories of the Department of Defense. However, they call them 
industrial funds. 

Mr. Preston. I am talking about this subcommittee. 

Dr. Astrx. No; to my knowledge we are unique in the type of fiscal 
operation of the agencies appearing before you. 

Mr. Preston. This is purely a fi vith proposition that we are dealing 
with here; is it not? 

Dr. Astrn. Yes, sir. Well, not purely, but it depends a great deal 
on faith, and this is why we are so eager to do the things that you 
wish and to furnish you information that you want. 

Mr. Preston. Doctor, we have faith in you. We think you have 
been, and are, a good Director. None of these comments are aimed 
at you personally, or at your integrity as an administrator at all. But 
it is contrary to the general way of ‘doing business in Congress to do 
this sort of thing. 

For instance, all of these figures, or most of them, do not mean a 
thing as far as we are concerned. They mean something to you as 
head of the Bureau. But to us they mean very little, because a great 
percentage of this would be reimbursables. 

Mr. Curisteiver. This is the portion of the program that is borne 
by the expenses appropriation. The figures on page 1179 of the jus- 
tifieations are the costs that are borne by the expenses appropriation 
itself. Therefore, none of this is reimbursable. 
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Mr. Presron. Yes; that is right. This would all go into the revolv- 
ing fund; would it not? 

‘Mr. Curisrenter. This goes as a reimbursement for the costs which 
are initially incurred in the revolving fund. 

Mr. Preston. Some of it is for reimbursements for funds already 
withdrawn / 

Mr. Curistetter. That is right, sir. 

Mr. Preston. Most of it is, in fact, is it not ? 

Mr. CurisrELter. The way it operates, it all is a reimbursement to 
the revolving fund. All salaries are paid out of the revolving fund, 
and this appropriation is charged for the salaries related to the 
projects under this appropriation. 

Mr. Preston. Under the item of “Equipment,” for instance, that 
has already been purchased out of the revolving fund, it goes in as a 
depreciation item which you will set up ¢ 

Mr. CurisTetier. Yes, sir; that is right. 

Mr. Preston. Who establishes the rate of depreciation for the 
equipment ¢ 

Dr. Astin. We do in consultation with the Department of Com- 
merce, and the General Accounting Office. They participate in set- 
ting up the depreciation schedule. 

Mr. Preston. Who in the Department of Commerce is qualified to 
establish a depreciation rate on a given machine? Would that be 
Mr. Nielson / 

Mr, CuristeLter. The rates are established on a class of equipment, 

rather than on individual pieces of equipment, and the Department 
of Commerce and the General Accounting Office review this from the 
standpoint of whether we are using good | accounting classifications in 
establishing this. 

Mr. Preston. All right; let us see: You depreciate this equipment 
over, let us say, for the sake of discussion here today, 10 years? 

Mr. CurisTELuer. Yes, sir. 

Mr. Presron. At the end of 10 years, you have fully paid for it, 
and you have the money back into the revolving fund / 

Mr. Curistevier. Yes, sir. 

Mr. Preston. The equipment is still operating satisfactorily. So, 
you decide not to replace it. 

Mr. Curistevuer. Yes, sir. 

Mr. Preston. This money then is subject to use out of the revolving 
fund for some other purpose ; is it not? 

Mr. Curisretter. Only on a reimbursable basis, sir. 

Mr. Presvon. Yes, but you can broaden your operation. You ean 
go off in another direction and later on decide to replace it and borrow 
again out of the fund some of the money. 

Mr. Curisrencer. Yes, sir, but the only way we can go off in the 
other direction is if we have appropriated funds—either ‘through the 
direct appropriation or the transfers—to reimburse the revolving 
fund for the programs that we go into. 

Dr. Astin. I might make the general comment on this, Mr. Chair- 
man, that this type of method of handling equipment procurement 
depreciation is the type which is done in most industrial laboratories 
and organizations, and it is my recollection in going over the record 
when our capital fund was set up it was with the intent of putting the 
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National Bureau of Standards on a business-type operation, and this 
is exactly the technique which industrial or ganizations use. 

Mr. Preston. That is right. But there is a big difference between 
the objective of an industrial organization and the objective of the 
National Bureau of Standards. The objective of an industrial organi- 

zation is to pay dividends to the stockholders. In the Bureau of 
Standards you do not worry about any dividends, you worry about 
increasing the Bureau. Consequently you have these funds with more 
elasticity to do these things, all of w hich call for a greater appropria- 
tion to support this activity. Our stockholders, the taxpayers, think 
we in Congress are not doing so well. That is what they are talking 
about on the floor of the House right now. 

Dr. Astrn. The objective of the National Bureau of Standards is to 
give the maximum service to the advancement of science and tech- 
nology that we can with the resources made available to us, and it is 
my feeling that this service which we provide is of inestimable value 
to the well being and strength of the Nation. Our objective is to use 
this money as effic iently as we possibly can in furthering our mission, 
and I think we pay a very substantial dividend to the Nation through 
our operations. 

Mr. Preston. We do not question the value of your operations. I 
would be the first to proclaim it. Our business on this side of the table 
is to look after the fiscal affairs of the Government, and to the best of 
our ability we attempt to protect the interests of the taxpayer. We 
are not reflecting on the Bureau of Standards. I think the fact we 
gave approval to ) the new building certainly put our stamp of approval 
on what you are doing, and we did that at a time when our expendi- 
tures were very high. 

Many scientists have no appreciation of what a dollar means. 
Doctor, you are a rare person to have the degree of practicality you 
have. Most scientists are concerned only with producing scientific 
results. 

Well, we cannot solve this this afternoon. I have two more ques- 
tions. 

AUTHORIZED AND ACTUAL EMPLOYMENT 


What is your present employment against your authorized strength ? 

Mr. Curisreuier. The total number of people on the staff is ap- 
proximately 3,000. I can give you the exact figure. Three thousand 
and twenty-four is the number of people on the staff as of the end of 
January. 

Mr. Preston. What is your authorized strength? 

Mr. Curistetter. There is no specific authorized strength for the 
appropriation. 

Mr. Preston. Let us see about that. In your request each year you 
set out a certain number of people. Why would not that be your 
authorized strength, exclusive of transferred funds? 

Dr. Astin. That could be. I think we are below our estimated 
staffing over what we estimated a year ago. 

Mr. Preston. Will you put in the record a statement showing the 
number of positions you are authorized under the appropriation and 
how many of those positions are filled. 
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(The information requested was furnished as follows :) 


STAFFING LEVELS, 1957 


It is not possible to relate positions directly to appropriations, because most 
technical positions are charged partially to expenses projects and partially to 
other agency projects. Accordingly, the justifications and estimates presented 
to the committee for each appropriation refer to man-years of technical effort 
(average number of positions). In addition, the total number of positions for 
the Bureau is set forth in the estimates of accrued expenditures for the working 
capital fund, page 130 of the committee print. 

The man-year estimates for the expenses appropriation are for personnel in 
technical programs only. The total level of effort can be obtained by a statistical 
distribution of the man-year estimates for the administrative program. 

Based on the ratio of man-years in the expenses program to total man-years for 
the Bureau, a statistical number of positions relatable to the expenses appropri- 
ation can be determined. 

The following table presents the pertinent data: 


} 
Estimated | Current 
1957 sub- status 
mission | 
Total National Bureau of Standards: | 
Permanent positions-__- Siddha theads 3, 460 sion 
Average number of all employees (man-years) - - dial 2, 881 2, 946 
Filled positions as of Jan. 31, 1957_- i : | 3, 024 





Expenses program, man-yeats: | 
Technical man-years L Ash 0% J Did J Sitid 934 | 864 
Pro rata share of administrative man-years- - 


| 

Total man-years attributable to expenses program -__._..._- 

Statistically determined staffing levels: | 
Pro rata portion of permanent positions attributable to expenses program_| 1, 497 | 1, 353 
Pro rata portion of filled positions attributable to expenses program _- }_. morery , 182 

| 

| 


OBLIGATIONS 


Mr. Preston. What are your 1957 obligations to date? Furnish 
that for the record as soon as you establish it. 

Mr. CurisTeL er. Yes, sir. 

(The information requested was furnished as follows:) 

Obligations for the appropriation expenses through February 9, 1957 (the 
latest accounting period available), are $4,622,946.32. 


JET NOISE CONTROL 


Mr. Fioop. Mr. Chairman, I do not know if I can be here tomorrow 
morning. 

Mr. Preston. Go ahead. 

Mr. Fioop. It is a very serious and a very overwhelming problem, 
and it is ever present. Ten years ago, when we first started talking in 
this Bureau about setting up these sections, which we did, and before 
we started going into jet aircraft, all you people in the Bureau spoke 
about was noise, noise, noise. You were going to take care of the 
noise in reciprocating engines. Before we got hot in the jet field 
everybody talked about noise. Now it is right where it was years ago. 
You were going to take care of it and reduce it to nothing. But to the 
man in the street or to anybody else there is no indication that you 
are successful or even serious in your efforts to materially control one 
of the most pressing public problems. Why is that? 
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Dr. Astin. We have no assigned responsibility to reduce the noise 
level for the public. Our work in this general area consists of stand- 
ards and techniques for noises. 

Mr. Fioop. I know it is primarily CAA’s function. 

Dr. Astry. This is not our problem, although our staff has been 
consulted on these problems by the agencies concerned. 

Mr. Fioop. I recognize it is not the basic responsibility of the Bu- 
reau of Standards, but you do not seem to be any more excited about 
it than anybody else. 

Mr. Yares. I thought there was no limit to your responsibility. 

Dr. Astin. I have been concerned with this problem in another 
capacity, as a member of the Naval Research Advisory Committee. 
We have considered this problem and are looking into it. 

Mr. Fioop. What are you doing in the way of radiation shields for 
nuclear powered aircraft ? 

Dr. Astin. We are doing a great deal of work on this, particularly 
on the penetrating and scattering characteristics of radiation through 
various types of articles. 

Mr. Fioop. With reference to weight particularly ? 

Dr. Astin. Weight, shape, all factors that affect this shielding 
problem. 

Here is a report we prepared jointly with the Atomic Energy Com- 
mission and one of their contractors tabulating data on gamma rays. 
That is one of the things you have to shield against. Again, here our 
job is to get basic information which helps other people solve these 
basic problems. 

Mr. Preston. We will adjourn until 10 o’clock tomorrow morning. 


WepnNeEsDAy. Marcu 13, 1957. 
Workinc Caprra, Funp 


Mr. Preston. The committee will come to order. 

The first thing this morning we would like to discuss briefly is the 
general fiscal condition of the working capital fund. 

Could you furnish the committee with a statement as to what the 
original Government investment was and how much the fund is now? 

Dr. Astrx. We will prepare a summary report on its origin, use, and 
status. 

Mr. Preston. Do you have that at this time? 

Dr. Astin. We have a summary statement of the financial condition 
which is the regular part of our operation of the working capital fund. 
It does not give the background or the history that I understand you 
wish. 

Mr. Preston. I do not want too much history. It is rather recent 
history. We remember a good deal about it. 

Dr. Astin. This [indicating] is the type of document that comes 
out regularly. It is a very detailed statement. 

Mr. Preston. What is the original amount we appropriated for the 
working capital fund ? 

Dr. Astin. $5 million. 
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Mr. Preston. From the 1957 fiscal year appropriation ? 

Dr. Astryn. Or from other agencies. A great deal of the work we 
do for other agencies is on a reimbursable basis. We perform the work 
and bill them for that. 

Mr. Preston. We understand that. The working capital fund is 
less than it was when it was first established ? 

Mr. Curisre.ier. No, sir. At any given time the cash balance will 
be less because we have reimbursements to us from the other agencies 
that have not yet been collected. 

The total amount of current assets including accounts receivable 
is $10,913,000, This total includes our inventories in our storeroom 
which were donated at the time of the original appropriation of the 
working capital fund. The storeroom inventories were added to it as 
a part of the current assets of the fund. 

Mr. Preston. How much was that figure and how much is it now? 

Mr. Crretstreirer. I am sorry that I do not have the figure as it was 
at that time. The figure today in the inventory is $1,600,000. The 
figure on accounts receivable from other agencies is $5,200,000 as of 
February 9, which is the latest statement that I have. Perhaps I 
should carry this a step further and point out we have at the same 
time accounts payable such as bills we will have to pay vendors totaling 
$4 million and the net position of the working capital fund in terms of 
current assets and current liabilities is $6,758,000. I can supply a 
statement which will set forth for you the items such as inventories 
which were added to the $5 million to compare with this $6,758,000. 

Mr. Nierson. Mr. Chairman, with your permission I would like 
to have inserted in the record page 128 of the committee print on 
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Mr. Preston. As of February 9, 1957, the working capital fund 
had a total of $39,669,368.63. 

Dr. Astin. That includes our total assets such as estimated value of 
our equipment. The cash balance as of February 9 was $3,999,000, 
and there was a total of current assets of $10,913,000. 

Mr. Preston. What do you mean by assets—dollars? 

: Dr. Astin. The assets are items for which we can collect cash. 


p which appears the statement of sources and application of the funds 
of the working capital fund, together with page 129 and page 130, 
a which give the 1956 actual, the 1957 estimate, and the 1958 estimate 
? of the revolving fund at the Bureau of Standards. This shows, I 
1 believe, all of the figures which you are referring to and are contained 
in the President’s budget. I would also like to say in connection with 
this working capital fund which you mentioned earlier that it was 
n agreed to by the Congress, that we have the General Accounting 
L. Office constantly working with us with respect to this revolving fund, 
i and that the status of the fund is always available to the General 
Accounting Office and such reports are made direct to the Congress, 
t and I am sure to this committee, on financial conditions and what is 
actually taking place with respect to this fund. 
S Mr. Preston. We have no objection to including in the record the 
figures on the pages mentioned. 
e 
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(The pages referred to are as follows :) 


Worxkine Carita, Funp, Nationat Bureau or Sranparps 
PROGRAM AND PERFORMANCE 


This fund finances, on a reimbursable basis, operations of the National Bureau 
of Standards, including the furnishing of facilities and services to other Govern- 
ment agencies (64 Stat. 279). As of June 30, 1956, the principal of the fund 
consisted of $5 million in appropriations and net donated assets of $33.4 million. 


A. Statement of sources and application of funds 


| 

















1956 actual | 1957 estimate | 1958 estimate 
-— ail Redes lade ‘ sil 
FUNDS APPLIED 
To operations: 
Acquisition of assets: | 
Depreciable equipment. ---__- pe $1, 282, 728 $2, 000, 000 $1, 300, 000 
Standard samples.__- aT. ance obeafbeep hb epa—agey 24, 337 40, 000 
I thi inndicgi sani enemies eckeraetesstboscmmead Be, Bvaieateinéatiacknwheogadt thse 
Expense: 
hie. I I ame ae ee 15, 483, 264 16, 045, 800 16, 920, 800 
Purchase of supplies and materials.__--_____- Ash 1, 607, 828 | 1, 800, 000 1, 800, 000 
i El tel diet the Leh bene 3, 536, 910 3, 678, 863 5, 054, 200 
Increase in selected working capital.__________- nccaauece G5, C00 Iecerse~ece Se Me 
Total applied to operations. - ._- 5 sean taal ill sabia A 22, 543, 143 23, 549, 000 25, 115, 000 
To financing: 
Peas of ame 06 Tree Gin ons se oh 0 4a5 oh dn ap pig bumpin sb beee<dud OB, 019 ait cc hi. 
Total fands applied.__.-.......-2....--...-1--L.---2-2-. _ 22, 543, 143 | 1am 611, 819 25, 118, 00 
FUNDS PROVIDED 
By operations: 
Realization of assets: Proceeds from sale of assets_._--..._- 4, 682 5, 000 5, 000 
Income: 
I a eres Sunol 21, 613, 936 22, 497, 413 24, 990, 000 
Other income Lsnch SiN So eblhihdinn Sabb 18, 219 900 500 
Decrease in selected working capital_. 2+ <------------------| eine a 14, 557 46, 815 
Total provided by operations._.....-.......-...-----. 21, 636, 837 22, 517,870 25, 042, 315 
By financing: 
Decrease in Treasury cash..-...-..- La ses ILL E 906, 306 1, 093, 949 72, 685 
pe dB |. Rie BR RES Fer Lt ee te ee ee r 22, 543, : 143 @|_ 23, 611, 819 | ‘| 25, 115, 000 
BUDGET EXPENDITURES | ie ; 
Funds applied to operations. ........-..-- es 22, 543,143-| 28, 549, 000 25, 115, 000 
Funds provided by operations. .................-----.-- 21, 636,837 | 22, 517, 870 | 25, 042, 315 











iii deatcaieitiens : ileal 
Net budget expenditures................-----.------ oe 906, 306 | 1, 031, 13¢ 130 L_ 72, 685 
The above are charged to net receipts of the fund.........---. 


906, : 206 | “1,031, 130 | | 72, 685 














ae 


171 i 


B. Statement of income and expenses 








i 
1956 actual | 1957 estimate | 1958 estimate 


| 








Me ates aes ie ae. . 

Income: ; ' 
CN I 6 iii ES cid warn nweeseuedns thine $7, 561, 853 $9, 712, 919 $12, 581, 175 j 
RUD SRNR Tipe eibaw nck bones dp ene cwenenenaesecconnnaa, JA ORG 12, 784, 404 | 12, 408, 825 { 

ice tale Maps sbi daheginiidanoes } 


Total income....---.-.-.---------- Sa aed oS | 21,613,936 | 22,497,413 | 24, 999, 000 





| 999, 
Expense: ! 5 
Cost of supplies and materials: i i 
PUREE nicisinithatineinvtantinscea« vient cewsnaeea 1, 607, 828 1, 800, 000 | 1, 800, 000 q 
Donation of inventory -- --- ‘eaten eee —26, 518 —30, 000 — 10, 000 } 
Decrease in inventory--....-.---- aieintitisl 1, 279 BT TOG bese Siatiinder ins 
Supplies and materials used_.................-...-- 1, 582, 589 | 1, 797, 750 | 1, 790, 000 
Personal services... .-.......-..-..-- ee 15, 483, 264 16, 045, 800 16, 920, 800 


Rn ios Sd L Ee Cdecnmeewn nnn essences 1, 016, 418 975, 000 | 1, 225, 000 1 
Other expense. ......-.-.-...-.---.-. senda aedin cen iets 3, 536, 910 | 3, 678, 863 | 5, 054, 200 i 





Total expem@ess<~--.....222-<- jncincnhde ain este iaiaipeishaiadabaaall 21, 619, 181 





22,497,413 | 24, 990, 000 
Net operating loss (—)_......-.-.- a eee Saas eee 


Nonoperating income or loss (—): ine a 
Proceeds from sale of assets. .-......--- zectiekaiece 4, 682 5, 000 | 5, 000 4 
Net book value of assets sold__..___.-_- 

ee Ee oe a a TT ne i hoes 

a ctidiion decbee gums 18, 219 900 500 


Net nonoperating income-.--.........--- sietinn aide’ 18, 117 
66 INCOMNG AOR ORG YOR. she. 586.6 5s... 5522.22. | 12, 872 900 | 500 
ANALYSIS OF RETAINED EARNINGS 


Retained earnings, beginning of year 49, 947 62, 819 | 900 


Payment of earnings to Treasury (—) 7 smnnanane seta 5 —62, $19 








Retained earnings, end of year_.................-.....-. 62, 819 900 } 1, 400 
| 


| 
| 
| | $10 _500 
| 
| 
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Statement of financial condition 


1956 actual | 1957 estimate | 1958 estimate 
| 














ASSETS } 

Current assets: i 
Cash with Treasury | $5,906,774 | $4,812, 825 | $4, 740, 140 t 
Accounts receivable........_............ 3, 107, 198 3, 237, 838 | 3, 500, 000 ' 
Inventories: i 

Supplies and materials Y 647, 750 | 620, 000 | 620, 000 t 
Standard samples- 1, 035, 663 1, 060, 000 | 1, 100, 000 ; 
Total current assets _- 10, 697, 385 ! 9%, , 730, 663 | ' 9, 960, 140 ; 
= = shebeees fens ' 

Fixed assets: | 
Land and buildings.__ 21, 2R2, 142 | 22, 196, 22, 300, 000 
Equipment..__. 22, 124, 436 | 23,924,436 | 25,019,498 
Less portion charged off as de preciation | 11, 968, 190 12, 943, 190 | 1 168, 190 

Net equipment __ ie 10, 156, 246 | 10, 981, 246 | 1, 861, 246 
Lensehold facilities _. ~ 19%,351 | 198,35F} SC as 
Less allowance for leasehold facilities 128, 351 128, 351 | 128, 351 f 

serstiientitiaieminads Eile bed et ts | Q 

Net leasehold facilities. 

Total fixed assets_ | 31, 488, 388 | 33, 176,246 | 38, 151, 246 

Other assets: Investments. . } 3, 300 { 2 » 300° ' 2, 300 

Total assets. ' "42, 138, 073 42, 909, ‘209 8, 113, 686 

LIABILITIES “Ee ae | in t 

Current liabilities: | 
Accounts payable -- : 679, 806 | 716, 950 | 775, 000 
Accrued expense i | 2, 916, 615 | 3, 009, 073 | 3, 350, 000 ' 
Deferred credits | 74, 405 } | i 

Total liabilities - | 3,670, 826 5, 816, 023 4, 125, 000 





INVESTMENT OF I 8S. GOVERNMENT 


Principal of fund: | 
Appropriations- 5, 000, 000 | 5, 000, 000 | 5, 000, 000 


Donated assets, net 33,404,428 | 34, 092, 236 | 33, 987, 286 
Total principal 38, 404, 428 39, 092, 286 38, 987, 286 
Retained earnings ‘ ‘ | 62, 819 900 | 1, 400 


Total investment of U. 8. Government. . "38, 467, 247 39, 093, 186 





Total liabilities and investment of U. 8. Government 42, 138, 07 3 42, 909, 209 43, 113, 686 


Status of certain fund balances 





1955 actual | 1956 actual | 1957 estimate | 1958 estimate 

Unexpended balance: Cash with Treasury. | $6, 813, 080 $5, 906, 774 $4, 812, $25 | $4, 740, 140 
Net obligations outstanding: | 

Current liabilities 4, 331,330 | 3, 670, 826 3, $16, 023 4, 125, 000 

Unfilled purchase orders - - - ‘ 2, 299, 304 | 2, 496, 034 2, 587, 168 | 2, 873, 850 

Accounts receivable (net) (—)_- —3, 136, 606 —%3, 107. 198 — 3, 237, 838 | —3, 500, 000 

Net obligations outstanding-- | 3, 494, 028 3, 059, 662 3, 165, 353 | 3, 498, 850 


Unobligated portion of certain fund bal- 
wees nailed ‘s i 3, 319, 052 2, 847, 112 1, 647, 472 1, 244, 290 
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Accrued expenditures by objects 








! 


1956 actual 


1957 estimate 


1958 estimate 








Total number of permanent positions..........._....--.-.--- } 3, 172 3, 255 3,451 
Full-time equivalent of all other positions 87 89 92 
Average number of all employees. - 2, 757 2,813 2, 951 
Number of employees at end of year. 3, 005 | 3, 092 3, 278 
———— = ——<—<— | = a 
Average salaries and grades: 
General schedule grades: i | 
Average salary... -. , a age $5, 658 | $5, 802 $5, 835 
Average grade. - 1: make ltwaacncul GS-78 | GS-78 | GS-79 
Ungraded positions: “Average salary. We fs Ty } $3, 909 | _% 150 | $4, 192 
01 Personal services; [ 
Permanent potions . $14, 758, 391 | $15,375,200 | $16, 176, 900 
Positions other than permanent. ; ' 405, 014 414, 000 | 420, 000 
Regular ao 52-week hase | 61, 301 | =e 62, 300 
Payment above basic rates 255, 660 | 256, 600 | 261, 600 
Excess of annual leave earned over leave taken__ | 2,808 |. |: Sere Pin ad 
Total personal services_- 15, 483, 264 | 16, 045, 800. 16, 920, 800 
02 -Travel_. meraeitwes bake bebeeee | 441, 711 470, 000 | 480, 000 
03 Transportation of things. - 97, 665° | 100, 000 | 100, 000 
4 Communication services 3 | 194, 442 | 200, 000 205, 000 
05 Rents and utility services_.......... nea | 463, 400 | 500, 000 525, 000 
06 Printing and reproduction......... ___------ ; | 161, 465 175, 000 185, 000 
07 Other contractual services. - 33 | 1, 700, 905 | 1, 950, 000 1, 990, 000 
Services performed by other agencies____- 56, 528 60, 000 "| 65, 000 
08 Supplies and materials_. | 1,607,829 | ~—- 1, 800, 000 | 1, 800, 000 
09 em: | } | 
apitalized - | 986, 635 | 1, 400, 000 | 1, 000, 000 
Noncapitalized ______. | 510, 702 | 650, 000 600, 000 
10 Lands and structures. ae | 162, 944 | 181, 000 188, 000 
i1 Grants, subsidies, and ‘contributions: Contribution to | 
retirement fund... ' shat alias |. 1, 038, 000 
18 Refunds, awards, and indemnities. } 27, 983 
15 Taxes and assessments_. 16, 257 | 17, 200 18, 200 
16 Investments and loans.- $n 1, 407 | 
Total accrued expenditures_ - 21, 912, 137 23, 549, 000 25, 115, 000 


SOURCES OF INCOME 


Mr. Preston. In looking at these figures on page 128 it is noted on 
the second portion of the statement that you expect the sale of services 
to amount to $24,990,000 in 1958. Now, Doctor, is that consistent 
with your statement that you plan to give greater attention to the 
basic functions of your Bureau rather than for contractual work for 
other agencies? 

Dr. Astin. Yes. That includes our basic appropriation. We in- 
cur expenses for our basic program in the working capital fund and 
then reimburse the working capital fund from our basic appropria- 
tion, so this $24,990,000 is an estimate of the total program. 

Mr. Preston. Do you have a breakdown of that figure by agencies 
from which funds will be transferred, as well as the direct appropria- 
tion by the Congress. 

Mr. Curisteccer. I can supply that for the record. 

(The information is as follows:) 


DEPARTMENT OF COMMERCE, NATIONAL BUREAU OF STANDARDS 
SOURCES OF WORKING CAPITAL FUND INCOME 


The item referred to was “Sale of services’ as reported in the statement of 
sources and application of funds. This represents the income of the working 
capital fund resulting from reimbursements from appropriations and other 
sources, Reimbursement is based on accrued expenditures in technical projects, 


construction projects, and projects for provision of administrative services 
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to other agencies located near Bureau facilities. The sources of such reimburse- 
ment are estimated as follows: 





| 1956 1957 19058 








Current Bureau programs: 
Expenses. __ ssi 6 cmtue 3 $7, 351, 934 $8, 485, 500 $11, 441, 000 
Plant and equipment. 209, 919 1, 227, 419 869, 175 
Prior appropriations bares: 149, 424 40, 000 j|..-... 
Gifts from private sources . . 135, 000 143, 000 135, 000 
Fees from private sources for calibration services. .............}-..--...-.-. 1 358, 200 430, 009 
Other agencies. 
EE inn disk Sah eth ond sid. inigngieee . 3, 082, 900 2, 683, 200 2, 676, 500 
til histatins astm i 3, 911, 800 3, 404, 700 2, 396, 000 
Air Force__- : 3, 353, 500 2, 918, 800 2, 908, 000 
Other Det yartment of Defense.___ . 546, 500 589, 300 603, 700 
Atomic Energy Commission_..--.. . 3 1, 169, 000 1,017, 400 1, 016, 300 
Other agencies................- ah aie oe " 1, 683, 959 1, 629, 894 1, 514, 325 
Re kcdebnetdbededdh cdngtththenanccnden- a aeielainad 21, 613, 936 22, 497, 414 24, 990, 000 


i Public Law 940, 84th Ds approved Aug. 3, 1956, authorized retention of such fees as ‘iherts ment 
for. the cost of services provided, 


FUNDS TRANSFERRED FROM OTHER AGENCIES 


Mr. Preston. When you made up your budget, how much did you 
estimate you would have transferred from other agencies in fiscal year 
1958? 

Dr. Astin. It is approximately $14 million. That is our current 
estimate. That is a more recent estimate than the one which appears 
in the President’s budget. 

Mr. Preston. That is transferred funds? 

Dr. Astrn. Yes. 

Mr. Preston. The budget request is what ? 

Dr. Asttn. $11,500,000. 

Mr. Preston. It is still running at about the same ratio of 60 per- 
cent; is it not? 

Dr. Astin. In this analysis which was inserted in the record yes- 
terday there are 3 temporary programs, the 2 new ones we advised 
you of and the third, the International Geophysical Year, which we 
expect will total about $2,500,000 in obligations for 1958. If we 
deduct these on the basis they are temporary programs, then our 
total estimated amount for the transferred fund is $11.5 million, which 
is exactly what our appropriation request is. So we feel if it had 
not been for these 3 urgent programs we would be approaching the 
level we planned a year ago, but these 3 important programs have 
tended to raise the total level of transferred-fund operations beyond 
what we expected. 


RECEIPTS FROM PRIVATE SOURCES 


Mr. Preston. Are you allowed to accept contributions from pri- 
vate businesses toward projects you conduct in the Bureau? 

Dr. Astin. Yes, 

Mr. Preston. How much will that run? 

Dr. Asttn. It is approximately $100,000 a year. 

Mr. Crrtsterirr. It is running a little higher than that. 

Dr, Astrx. We have currently available in gifts at the present time 
$256,000, but it is anticipated that, of that, £163,000 will be spent this 
year. There is, in addition, funds that we receive from the public 
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from our fee program. This is for the sale of standard samples and 
calibration of instruments. This amounts to $358,000 for this year. 
It is a part of the revolving-fund activity. 

Mr. Preston. Who is paying that principally ? 

Dr. Astin. The public. 


PROCEDURE FOR ALLOCATING COSTS TO A PARTICULAR PROJECT 


Mr. Preston. Let us go to one other aspect of this matter. Who 
makes the determination within the Bureau as to how much cost shall 
be aHocated to any particular project to be paid for out of the working 
capital fund? 

Dr. Astin. Well, first of all, we authorize the project. 

Mr. Preston. Who does that? 

Dr. Astin. This is under the Director or someone that I designate— 
one of my associates. Some of them have to have my approval; some 
have been delegated to Associate Directors. This fixes a maximum for 
obligation purposes. Then the determination of the costs which are 
charged to this project is done in the first instance by the project leader 
and then this is reviewed by his superiors and finally reviewed by our 
accounting and budget people. That is to make sure the charges are 
just and proper. 


DEPENDENCE ON OTHER AGENCIES FOR SUPPORT 


Mr. Preston. What is the weakness of this system ? 

Dr. Astrn. Of the total system ? 

Mr. Preston. Yes; this cost-accounting system. 

Dr. Astry. The primary weakness of our present operation, I think, 
is the extensive dependence on other agencies for sources of support. 
I think this is its primary weakness at the present. time. It has been 
one of our major objectives to bring a larger share of our activities 
under direct appropriations. I think that we have made progress 
in that direction this year. The analysis which was inserted in the 
record yesterday shows progress in that direction, and we have a 
detailed plan for additional conversion next year. I pointed to some 
of these projects in my review yesterday. 


PROJECTS REQUESTED OF THE BUREAU AS AGAINST PROJECTS INITIATED 
BY THE BUREAU 


Mr. Preston. Do you become a salesman and send out people to the 
Navy, the Air Force, and the Army, the Atomic Energy Commission 
to drum up a little business for the Bureau? 

Dr. Astin. In most instances they come to us. 

Mr. Preston. What about the instances where they do not come? 

Dr. Astrn. There are other instances when a project is terminated 
and we are confronted with the necessity of supporting technical 
staff. In some of these instances then our people take the initiative, 
making proposals to other agencies. 

We make a proposal for all projects. In most instances the proposal 
is requested by the other agencies, but in some instances the initiative 
is on the part of our staff. 
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Mr. Preston. What percentage of the work is done on that basis, 
would you say ? 

Dr. Astin. I do not have a breakdown of the ratio of that which 
we initiate in terms of that where the initiative is on the other side. 

Mr. Preston. Will you give us an educated guess? 

Dr. Astrn. I would guess that perhaps a third of it is initiated 
by us and two-thirds comes to us, but that is a very, very crude guess. 
I might be quite wrong. However, I should point out in connection 
with that that this $2,500,000 of new, or greatly expanded, activities 
which has thrown us off for next year is all from requests brought 
to us—the International Geophysical Year, the free-radical program, 
and this program for the Air Force, the communications advisory 
service, were brought to us. 

Mr. Preston. Who is you best customer, the Atomic Energy Com- 
mission ? 

Dr. Astin. We get most of our transferred funds from the Depart- 
ment of Defense, and the Atomic Energy Commission is the next 
largest source of funds. However, many of the projects have been 
initiated by them in areay of our responsibility. For example, a great 
deal of our work in providing standards for radioactive materials for 
elementary particles is in response to the needs generated by the 
Atomic Energy Commission. We have not been able to support this 
from our basic program, and the Atomic Energy Commisison has 
provided transfer to this work which is our responsibility. 


OPERATING PROFIT 


Mr. Preston. Doctor, under the law, you are required to return any 
earnings from the revolving fund into the Treasury. 

Dr. Asrin. That is correct. 

Mr. Preston. How much has been returned ? 

Dr. Astrn. Our operations showed a profit as of last year of about 
$62,800, which was returned to the Treasury. Of course, our objective 
is to carry on our total operations at cost, that is, no profit, but strik- 
ing an exact balance in an operation of this magnitude is of course im- 
possible without very efficient controls. In our total operation of 
somewhere around $24 million we came within $62,000 of hitting it 
even. This $62,000, which was considered a profit, was paid into the 
Treasury. 

Mr. Preston. So you made about 1.2 percent interest on the money 
that you borrowed. 

Dr. Astrx. There is no profit or loss in these operations which are 
done on a reimbursable basis. They are billed according to cost. The 
possibility of a profit or loss comes in on fixed-price operations of 
which we had quite a few. 


GAGE BLOCK RESEARCH 


Mr. Preston. Yesterday you spoke of wanting to show the com- 
mittee some exhibits. 

Dr. Astin. The exhibits that I have are in connection with the next 
two appropriations. 

Mr. Preston. How about the gage blocks / 
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Dr. Astin. I have a report on our progress on the gage block pro- 


gram which I propose to submit to you, either for your own use, or 
insertion into the record, if you wish. 

Mr. Preston. I prefer to insert it in the record since the committee 
requested you to engage m that. 

(The report referred to is as follows:) 


Repowse oN INDUSTRY-GOVERN MENT COOPERATIVE PROJECT FOR GAGE Bock 
PRECISION TO ONE TEN-MILLIONTH OF AN INCH 


(By Irvine G. Gardner, Chief, Optics and Metrology Division, National Bureau 
of Standards) 


Some time ago the National Bureau of Standards was requested, by a group 
of manufacturers, to undertake a project which should have for its purpose the 
calibration of end gages to the nearest ten-millionth of an inch. This is a full 
order of accuracy beyond that which has been conventionally provided in the 
past. I should like to emphasize that this is not an instance in which a group 
of dreamers dreamed up a. problem in order to create difficulties that might 
call for interesting work and possibly result in an elegant but not necessarily 
very useful solution, Instead, the proposal arose from a need which had made 
itself apparent as a result of the precision of modern machining operations. I 
should also wish to remind you that a requirement for gages good to one ten- 
millionth of an inch does not indicate that industry is now in a position to make 
parts for production purposes accurate to one ten-millionth of an inch. With 
work tolerances expressed in ten-thousandths of an inch it has been necessary 
to have master gages good to a millionth. In some instances modern production 
methods, notably precision grinding operations, can work to tolerances closer 
than one ten-thousandth, let us say, to a few hundred-thousandths, and immedi- 
ately satisfactory control requires that our best master gages be known to one 
ten-millionth of an inch. That such increased accuracy can be usefully em- 
ployed is a tribute to American manufacturers, to American production methods, 
and to the American machine tool industry. 

Approximately 2 years ago, before this same committee, I presented some of 
the difficulties one may expect in proposing to measure to a ten-millionth of an 
inch, and today I propose to give a very brief account of the progress that has 
been made and of what remains to be accomplished. The difficulties which arise 
when one seeks this increased accuracy are concerned with the following: 

The attainment of the necessary precision of measurement ; 

Variation of the wringing interval ; 

The phase change when one has reflection at a metallic surface; 

The production of gages sufficiently precise as regards planeness and 
parallelism of the end surfaces ; 

Temperature control of the gage during measurement; and 

The stabilization of the gage material. 

Precision of measurement.—Within the visible spectrum one ten-millionth of 
an inch corresponds approximately to one one-hundredth of a fringe width in an 
interferometer. Good progress has been made in producing an interferometric 
system which, by averaging a few observations, gives this precision. An achro- 
matic prism system originally invented by Késters and Lampe of the Deutsche 
Physikalisch-Technische Reichsanstalt has been built into an interferometric 
comparator which, with white light, permits differences of length not exceeding 
two ten-thousands of an inch to be determined with a probable error of one 
ten-millionth of an inch. The present instrument is not in final form and has 
inadequate thermal shielding. Consequently, measurements have only been 
made on short blocks for which temperature control is relatively less important. 
A more complete instrument is now being designed. It will have adequate ther- 
mal control and a monochromator will be incorporated in the instrument in 
order to permit gages to be measured in terms of wavelengths. The contem- 
plated instrument, therefore, will permit the comparison of gages or absolute 
measurements of length. It will receive gages 100 millimeters long or less. 

Wringing interval—When two gages are wrung together the cohesive force 
is the molecular attraction acting across the surface separating the two gages. 
Experimental work tends to indicate that when two surfaces are wrung together 
they are separate by approximately three ten-millionths of an inch. I refer to 
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this separation as the wringing interval. The length of an end gage is defined as 
the geometrical length plus one wringing interval and, accordingly, many calibra- 
tion procedures are designed to automatically measure this defined length. So 
long as one is interested only in errors as greath as a millionth of an inch pos- 
sible variations in the wringing interval are not of great importance, but more 
information concerning the magnitude of the wringing interval and its con- 
staney is necessary for the higher accuracy now desired. Frequently when a 
gage is measured, first with one end wrung down and then with the other end 
wrung down, small but significantly different values of the length are found. 
This difference in length presumably arises from a difference in the wringing 
interval resulting from a difference in the planeness of the two surfaces. The 
wringing interval will probably be different for gages of different materials and 
may depend upon the amount of fluid allowed to remain on the surfaces that are 
wrung together. For satisfactory measurement to the nearest ten-millionth of 
an inch it will be necessary to make a careful study of the influence on the wring- 
ing interval of the different factors that have been mentioned. This investigation 
has been planned and the solution appears to be relatively straightforward but 
no data have been taken. 

Phase change.—There is an abrupt change of phase when light is reflected 
from a metallic surface or from the surface of any absorbent material. This 
phase change may be interpreted as a penetration of the light into the surface. 
In many respects the error arising from this phase change is analogous to 
the penetration of the sensing element of a mechanical gage into the object 
being measured. It is evident that the precise measurements now planned 
require a more precise knowledge of the magnitude of this phase change than 
has previously been necessary. An interferometer has been designed and built 
to measure phase change. In reality it measures phase change and difference 
in wringing interval at the same time. Consequently an independent measure- 
ment of wringing interval will have to be made in order to determine the 
effect of phase change. The amount of the phase change is dependent upon the 
material of which the gage is made and upon the character of the surface. 
There is less change of phase at a highly polished surface than at a surface that 
contains pits or residual scratches. The Deutsche Physikalisch-Technische 
Bundesanstalt has used a photometric instrument to measure the amount of 
light seattered by a surface not perfectly polished and this has been used 
to give the phase change resulting from the quality of polish. One of these 
instruments has been ordered with delivery promised in 6 months. Upon 
its arrival this instrument will be studied to determine whether or not it gives 
results satisfactory for the greater precision of the present project. 

Pecision of the gage.—The limiting precision with which a gage can be meas- 
ured is determined not only by the precision of the measuring method but also 
by the precision with which the gage defines a length. If the ends of a gage 
are not optically flat there is a limiting precision beyond which one cannot 
usefully proceed because the increased precision cannot be used in the appli- 
cations of the gage. According to present specifications a variation of 8 mii- 
linoths of an inch in parallelism and flatness is allowed in a gage 1 inch long. 
It is evident that much better surfaces and parallelism will be required if the 
length of a gage is to be usefully measured to the nearest ten-millionth of an 
inch. A special interferometer has been built for testing the parailelism of 
the ends of gages because this too is a requirement for the more_ precise 
work. This new interferometer can be built to test the parallelism of a gage too 
long to be tested by the usual interferometric methods. The present instru- 
ment will test gages up to 20 inches in length and with a longer bed for the 
instruments this length can be increased. With our improved testing meth- 
ods we are confident that we can make individual gages by hand working that 
will be sufficiently precise for the new measuring methods. No attempt is be- 
ing made at present to produce these gages on a production basis. If the Na- 
tional Bureau of Standards demonstrates that gages of this increased pre- 
cision are useful and develops tests for the different characteristics of a gage 
we believe that industry, with its present proficiency in the production of gages, 
will be in an excellent position to develop production methods of making the 
more precise gages. 

Temperature control of gage.—When a gage is to be ealibrated to 1 part in 10 
million it is desirable to know its temperature to better than one hundredth of a 
degree centigrade. To attain this degree of temperature control requires care 
but presents no new problems. Mention has been made of a new interferometer 
for measuring gages that is planned. It has already been noted that our new 
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interferometer is being designed with special care to establish known equilibrium 
temperature conditions for the gages being measured. 

Stabilization of gage material.—For gages to be useful at this new higher pre- 
cision it is necessary that the metal be stabilized to eliminate secular change of 
dimension as much as possible. Measurements of the length of individual gages 
over a period of years indicate that gages differ greatly in the degree of stabiliza- 
tion, even for the individual gages of a single set. Some of our gages have 
shown remarkable stability over a period of 25 years. Our measurements defi- 
nitely show that gages can be satisfactorily stabilized. However, this is a 
metallurgical problem and the plans for this work will be reported by the 
Metallurgy Division of the Bureau. 


METALLURGICAL STUDIES OF STABILIZATION OF GAGE MATERIALS 


Six steels have been procured for use in this investigation and work is in 
progress to establish the optimum conditions for heat treating and stabilizing 
and to investigate the feasibility of nitriding, carburizing, and plating as means 
of producing block with the desired properties. Heat treating baths, nitriding 
and refrigerating equipment have been installed. 

The amount of retained austenite has been determined in several commercial 
blocks that have been under observation at KBS for a period of about 25 years 
for dimensional stability and the results correlated with the degrees of stability. 

Twenty-nine blocks have been nitrided and 6 of these blocks have been sub- 
mitted to a commercial firm for lapping and finishing to size. Samples have also 
been prepared for chromium plating by KBS and other samples have been 
submitted to a commercial firm for chromizing; other blocks have been submitted 
to another firm for flame plating with aluminum oxide and tungsten carbide. 

Numerous heat treatments have been carried out on specimens to evaluate the 
effects of quenching temperature, tempering temperatures and refrigeration on 
the resulting hardness and amounts of retained austenite. 

Dr. Asttn. I would like to say a few words generally on this pro- 
gram. This program has six aspects, one concerning the precise 
length measurements, one concerning what is called the wringing 
interval, that i is, the change in overall length of 2 gage blocks when 
they are brought into intimate contact through the process of wring- 
ing; a third aspect is the penetration of light waves used in the meas- 
urement in the surface of the gage blocks; the fourth element of the 
problem is the parallelism and flatness of the gage block; the fifth 
element is the one concerning precise temperature control necessary 
for the precision and the sixth element of the program is the stability 
of the gage block surface and length in terms of its metallurgical 
properties. We have made substantial progress on three of these. We 
have completed the first, that is, the one on the necessary precision 
for the measurement. We have done a fair amount of work on the 
final one, the metallurgical one. There remains, however, considerable 
work on these other things. This whole business is summarized in 
the report that you have made a part of the record. 

Mr. Preston. My recollection is that the overall objective was to 
try to produce a machine that would measure tolerances down to 
one ten-millionth of an inch. 

Dr. Astrx. That was the desired precision of measurement. The 
objective was to make available to industry gage blocks which could 
be certified to an accuracy of one ten-millionth of an inch. 

Mr. Preston, And they would be used in the machines of industry 
to determine tolerances ? 

Dr. Astin. That is right. 

Mr. Presron. To operate & measurement machine it is necessary 
to have a gage block? 
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Dr. Astin. Yes. The gage block provides the control mechanism 
by which dimensional control and interchangeability of parts is 
assured in production. 

Mr. Preston. Are there any additional questions of Dr. Astin 
before we move into the next phase ? 


PROGRAM ACCOMPLISHMENTS 


Dr. Astry. I have a brief one-line statenient summarizing major 
achievements in our program that I would like to insert into the record. 
I will not take the time to read them. I mentioned yesterday only 
2 or 3 of Our major achievements. If it is possible, I would like to 
have these inserted in the record, as we did last year. 

Mr. Preston. Without objection they will be inserted in the record 
at this point. 

(The statement of accomplishments referred to is as follows:) 


EXAMPLES OF ACCOMPLISHMENTS DURING FISCAL YEAR 1956 IN PROGRAMS 
SUPPORTED BY THE EXPENSES APPROPRIATION 


ELECTRICITY AND ELECTRONICS 


1. Completion of experimental work, using Pellat balance, on the absolute 
measurement of current 

2. Expansion of the tube information service 

3. Completion of studies of surge voltage discharges from a small sphere 

4, Completion of design and construction of a new shielded resistor 

5. Calibration and testing of over 9,000 electrical instruments, standard cells, 
and resistance-reactance devices 

6. Collection of data on transistor reliability 

7. Determination of rapid temperature change effect on unsaturated cells 

8. Research leading to an improved standard of electromotive force 

9, Studies of the stability and reproducibility of silver-silver oxide electrodes 

10. Research leading to more accurate determination of electrochemical con- 
stants 

OPTICE AND METROLOGY 


1. Progress in determining the colorometric properties of the Lovibond color 
system 

2. Preparation of three sets of limit glasses for signal colors 

3. Near completion of a new series of seven chromatic reflectance standards 

Development of further specifications for miniature incandescent lamps 

Measurement of several new refractive indices 

Development of a camera calibrator 

Modernization of several ASA photographie standards 

Completion of interim specifications for photographic papers 

Investigations of thermal expansion 

. Recalibration of a series of length bars 

. Progress on development of interferometric methods for calibrating length 
standards 

12. Substantial improvement of gage measuring methods 

13. Completion of a manuscript on screw thread standards 

14. Improvement in methods of calibrating end standards 
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HEAT AND POWER 


Construction of two new high temperature thermometers 

Design of a new cryostat for calibrating resistance thermometers 

Completion of a basic study on high temperature measurement 

Development of a precision adiabatic calorimeter 

Construction of a new microwave spectrograph 

Completion of experiments on three radioactive nuclei 

Extension of data leading to new viscosity standards 

Completion of studies of compressor flow capacity 

Completion of studies of the autoignition characteristics of propane and 
butane 


CPAR URW 





' 
k 
t 
: 


OTE REET 


ae 


opr re meen 


12. 


138. 
14. 


12. 
13. 
14. 
15. 
16. 


181 


ATOMIC AND RADIATION PHYSICS 


. Publication of two new radiation protection handbooks 


Determination of molecular constants by analysis of infrared spectra 

Measurement and publication of mass spectra of a number of new compounds 

Synthesis of a large number of nearly pure, specially oriented crystals 

Studies of the basic properties of the electron 

Development of a prototype electron velocity analyzer 

Improvement in the photodetachment technique of measuring atomic 
properties 

Completion of large report on density matrix methods for studying atomic 
phenomena 

Correction and expansion of data on nuclear decay 

Development of new standards of radioactivity for several materials 


. Calibration of neutron sources 


Measurement and publication of absolute production probabilities of high 
energy X-rays 


Development of new special circuits and instruments for nucleonie studies 
Completion of memory circuits for nuclear pulse analyzer 


CHEMISTRY 


. Completion of specifications for certain lacquers and paints 


Measurement of viscosity of several detergents 
Publication of a bibliography of solid adsorbents 


. Measurement of the adsorption of several sugars 


Determination of refractive indices of commercial liquid sugars 


. Preparation of three new standard samples of certified composition 
. Studies on the purification of rare earths 

. Publication of the revised edition of Reagent Chemicals 

. Study of simplified smog-type reactions 

. Experimental determination of water departure from ideal gas law 
. Expansion of infrared spectral data 


Study of acidity in organic solvents 

Determination of dielectric constant of pure heavy water 
Studies of dyes in organic compounds 

Measurement of the heats of combustion of various chemicals 
Studies of various substances as thermometric standards 


MECHANICS 


1. Near completion of a new anechoic chamber 
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. Studies of architectural acoustic materials 


Improvements in vibrational pickups 

Major overhaul of the three-meter mercurial barometer 

Completion of tests on various telemetring devices 

Completion of tests on strain characteristics on a large number of experi- 
mental films 


. Completion of a study of windstorm effect on the surface of a reservoir 


Study of dyvnamometers 

Impact tests on three new steels 

Calibration of standards for State and municipal agencies 
Improvements in mass calibration 


ORGANIC AND FIBROUS MATERIALS 


Study of rubber degradation 
Enlargement of data filed on infrared reference spectra of textile fibers 


. Comparison of accelerated and naturally aged papers 


Studies of the physical structure of leathers 
Publication of a report on leather testing methods 
Establishment of two new standard samples 
Analyses of various plasticizers and polymers 


. Preparation of several fluorine-containing aromatic compounds 
9. 
10. 


Method developed for testing aging of sun lamps 
Basie studies of the properties of plastics 
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METALLURGY 


. Completion of tensile tests on selected metals 
. Expansion of research on materials for gage blocks 


Studies of the fundamental structure of metal systems 
Statistical study of metal fatigue 


. Publication of results of study on brass corrosion 


MINERAL PRODUCTS 


Studies of portland cement at high temperatures 


. Measurements of the chemical durability of various glass systems 


Determination of temperature effect on castables 
Construction of gas train and reaction chamber 


. Resistivity data obtained for various ceramics 


Studies of concreting materials 
Publication of a number of papers on crystalline solids 
Report of X-ray diffraction patterns for 60 new compounds 


BUILDING TECHNOLOGY 


Investigation of tensile strength of reinforced concrete 


. Development of new type of bond test specimens 

. Completion of fire resistance studies on various materials 

. Development of standards for certain warm air furnaces 

. Measurements of the conductivity of various insulating materials 
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Completion of chemical analyses of asphalts 
Study of standards for various safety codes 


APPLIED MATHEMATICS 


Computational experiments of tests for random numbers 

Solution of problem on optical glass and ray tracing 

Crystal structure computations 

Substantial expansion in the production of mathematical tables 
Development of several new codes for use in automatic electronic devices 
Statistical design of experiments for use in block designs 

Mathematical investigation of shock in gases 


DATA PROCESSING SYSTEMS 


Improvements in the development of an electrostatic memory 
Studies of data processing control operations 

Logical design worked out for primary arithmetic units 
Basic principles of a function generator worked out 


. Completion of specifications for electronic multipliers 


Preliminary analyses of payroll accounting procedures for data processing 
CRYOGENIC ENGINEERING 


Basic study of the flow of liquefied gases through insulated pipes 
Study of bearing seals in liquefied gas flow 
Data obtained for the design of large low-loss cryogenic vessels 
Cryogenic design of bubble chambers 
Extended study of low temperature materials 
Study of the thermal conductivity of specimens of high purity copper 
Determination of heat transfer through insulating powders under vacuum 
Development of a method for obtaining high-speed photographs of liquid gas 
flow 
RADIO PROPAGATION PHYSICS 


. Mechanization of data handling for radio predictions 


Demonstration that regular communication by ionospheric scattering is 
feasible 
Studies of solar disturbances and flares 
Publication of data on Sporadic-N. 
Observation of a new type of signal from planet Jupiter 
Studies of the refraction of radio signals by the upper atmosphere 


7. Theoretical calculations of very low frequency reflections by the ionosphere 
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RADIO PROPAGATION ENGINEERING 


1. Development of dependable theories of atmospheric disturbances 

2. Extension of studies of atmospheric noise 

8. Study of characteristics of the electromagnetic pulse over the earth’s surface 
4. Studies of the terrain effects on propagation 

5. Completion of various phases of the study of tropospheric propagation 


RADIO STANDARDS 


Demonstration of improved stability of quartz resonators at low temperatures 

Major improvements in the primary standards of microwave power obtained 

Development of a new type of radio frequency yoltmeter 

Studies leading to the development of magnetic measurement instruments 

Research leading to improvement of standards of impedance, high frequency 
power, high frequency attenuation, high frequency voltage, microwave fre- 
quecy, and microwave power. 

6. Increase in the accuracy of WWV and WWVX broadcasts of standard signals 


OUR eh 


EMPLOYMENT LEVEL UNDER REVOLVING FUND 


Mr. Tuomas. What is your total employment under the revolving 
fund ? 

Dr. Astin. All of our employees are paid out of the revolving fund 
and our direct appropriation as well as the transfers from other 
agencies to reimburse the revolving fund. 

Mr. Tuomas. You have appropriated funds for less than 1,000 
people here. You had 909. bo you mean to say that the 2,000 are 
paid by reimbursements ? 

Dr. Astin. The 1,000 people 

Mr. Tuomas. 909, to be exact. 

Dr. Astin. a are technical people. We add to those the ad- 
ministrative peop 

Mr. Tuomas. How many employees did your appropriated funds 
take care of last year? 909, is that correct ? 

Dr. Astin. The 909 is technical man-years. 

Mr. Nreztson. The 909 which you refer to is for 1957. The 1958 
estimate is 1,108, but the total permanent positions that come out of 
the revolving fund is shown on page 130 of the committee print, and 
in the 1958 estimate is 3,451. 

Mr. Tuomas. My question is: Your appropriated funds take care 
of less than 1,000 of your employees and your reimbursements take 
care of the remainder, which is 2,000; is that right ? 

Dr. Astin. No, sir. It is not correct because this lower figure 
you are talking about refers to our people in the technical program. 
To that we had to add 

Mr. THomas. Where is that set out in the justifications? You show 
893 for 1957. Where are the rest of them ? 

Mr. CurisTEvter. They are shown later, sir, as a part of the admin- 

istrative program. 

Mr. THomas, What page is that on? 

Mr. Curisrenier. That is on page 1175. Weshow the total posi- 
tions—— 

Mr. Tuomas. That is 704. 

Mr. Curiste.ter. For 1956; ves. 

Mr. THomas. That is the total of what? 
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Mr. Curtsrevier. That is the total in the administrative and cus- 
todial group supporting the total technical programs of the Bureau. 
On the next page, 1176, we show how that cost, related to the 736 
man-years, is distributed to all the programs of the Bureau. 

Mr. Tuomas. That gives you a total now of how many people out of 
the appropriated funds—1,600 ? 

Mr. CurisTetter. No, sir. Only a portion of this relates to the 
appropriated funds. The employ ment is not directly related to ap- 
propriations. About 40 percent of this 736 figure, as a rough estimate 
for you here, which would approximate 300, would be relatable to the 
Expenses appropriation in those terms. So if you add to the figure 
shown earlier 

Mr. Tuomas. Where is that breakdown set out ? 

Mr. CurisTecier. It is not set out as such, sir. It is set out only 
in terms of showing here the estimated labor base—on page 1176 
against which the total administrative program is prorated, and the 
$5,296,000 is direct labor cost in the Expenses appropriation—— 





FUNDS TRANSFERRED FROM OTHER AGENCIES 


Mr. Tuomas. Do you have a table here showing all of your trans- 
fers and contributions from other agencies so that we can get a bird’s- 
eye view of exactly what you have done? 

Mr. CxurtsTecter. We can submit for the record a listing of the 
source of the transfers from other agencies. 

Mr. Tuomas. Is this table in the record now ? 

Mr. CurtsTeLiter. We can submit it, if you like. 

(The table referred to is as follows: _ 


Summary of technical program by source of support 


| Fiscal year Fiscal vear Fiseal year 
1956 1957 1958 

Expenses... : 7 ; t ; $7, 334, 931 $8, 491, 500 $11, 500, 600 

Other agency: | a 
Army...-.. ‘ . 2, 382, 000 3, 294, 000 3, 200, 000 
. , aeveall 3,839,400 | —-2, 980, 000 2, 000, 000 
Air Force. | 3, 301, 000 3, 604, 000 4, 150, 000 
Other Department of Defense... 557, 600 | 657, 000 600, 000 
Atomic Energy Commission 1, 150, 700 | 1, 227, 000 1, 000, 000 
Other sane. 1, 654, 100 2, 430, 000 2, 000, 000 
ae 143, 800 168, 000 150, 000 
BRIO oo Leen ecgccius 13, 028, 600 14, 450, 000 14, 000, 000 
Total program ; 20, 363, 531 22, 941, 500 25, 500, 000 


Mr. THomas. Practically every agency of the Government makes 
some contribution to you; does it not ? 2 

Mr. Curistecier. That is right. 

Mr. THomas. From your justications we cannot tell what you are 
doing and how you are doing it. From reading your own figures you 

cannot either. You certainly had better come in with a justific ation 
shows your total number of employees and from what source they 
are paid, and put it on one sheet and lay it out in the open where we 
ean see it. We cannot tell anything about what you are doing here. 
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The National Advisory Committe gives you about $200,000 every 
year. ; 

Dr. Astin. That is correct. 

Mr. Tuomas. The National Science Foundation comes in here, and 
others. 

Dr. Astry. Mr. Thomas, our reason for presenting it in this form 
was to give you the fullest picture. It shows the total administrative 
program. Our emphasis is on the total people in the administrative 
program, and then we point out in there the cost of a portion of these 
chargeable to our direct appropriations. In our detailed justifications 
for requests in each of the activities or program classes, we give the 
direct costs, that is, people working in the technical divisions, and to 

each of those indtviduaity is applied their share of the administrative 
program. 

Mr. THomas. You want about $11 million for personnel costs and 
other objects, and another $2,500, 000 or $3 million for plant equipment. 
In truth and in fact your expenditure i is nearer $28 million or $29 
million a year, is it not, instead of $14 million? After all, it is the 

taxpayers money regardless of where the money comes from. It is 
eventually coming out of the same pockets. 

Dr. Astin. These totals are submitted in the President’s budget, 
so there is, I think reasonably full information about what the total 
activity amounts to. 

Mr. THomas, No further questions. 


PLANT AND EqQuirMENT 


Program and financing 


} 


| 1956 actual | 1957 estimate | 1958 estimate 
| 








} 


Program by activities: | } | 








1. Facilities... $141, 634 | $195, 566 | $114, 300 

2. Special equipment - - - - | 22, 233 | 2 566 | 635, 700 

3. Construction. - | 1, 326 | 5, 000 | 93, 675 

Total obligations. ._. | 165, 193 1, 236, 132 843, 675 
Financing: | | 

Unobligated balance brought forward_ y —829, 807 | —43, 675 
Unobligated balance carried forward | 829, 807 | 43. 675 | 

Appropriation __.. 995, 000 450, 000 | "$00, 000 
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Obligations by er 























1956 actual hos7 es estim: ste | 1958 estimate 
NATIONAL BUREAU OF STANDARDS .| 
07 Other contractual services_.......-..........-.-...-.-2-- $165, 193 | $46, 132 | $818, 175 
SS —————SSaSAQ4S 
ALLOCATION TO PUBLIC BUILDINGS SERVICE, GENERAL 
SERVICES ADMINISTRATION ; 
Gries. sas iad Lise wtz Ad. 300 | 200 q 
06 Printing and reproduction... ...... spheccucthtatess uncencebels sede , 500 |...... f 
7 Other contractual services. -........-....--- eee 700 +, 800 f 
10 Lands and structures.............-- iit. feet is , d 665, 500 | 20, 000 j 
— - —— . — - ' 
. . ‘ } - ; - ' 
Total, General Services Administration _._._..- i | 700, 000 | 000 ' 
| = | = ' 
ALLOCATION TO CORPS OF ENGINEERS, DEPARTMENT OF | 
THE ARMY | ; 
' 
01 Personal services, permanent. -.-..-_- ,iikt d . i 5,000 |_. ; 
07 Other contractual services. ...... OT eee te 45,000 |.. ‘ ' 
Total, Department of the Army..-.-_-.........---.--...-- |. | 50, 000 ; ' 
Petal obipations, i 2... isi ba 5X 165, 193 | 1, 236, 132 | 845, 675 
o>) oe oe pede d baby ' 
' 
Budget authorizations, expenditures and balances j 
peat a eaentls ' 
| a 
1956 actual uat | 0576 1957 estimate | 1958 estimate 
| 
BUDGET AUTHORIZATIONS AVAILABLE | | 
Appropriation --. a Nila cai Rel Perccond $995, 000 | $450, 000 | $800, 000 
Balance brought forward: } 
TET ce = + Se cherie lilcieds aialieatbidaie } 829, 807 | 43, 675 
Slee a la eee ania dias ea = 65, 781 275, 532 
} 
ROL eee: ao ae ae Sy 3 | (4119. 207 
Total budget authorizations available..............-.... 995, 000 4 1, 345, 58 1, 119, 207 
EXPENDITURES AND BALANCES | 
Expenditures— ! 
Out of current authorizations... -- sat a iota 99, 412 354, 500 | 695, 000 
Our of prior authorizations........-.-- i 671, 881 319, 175 
no lc cnanaceucncenl 99, 412 | 1, 026, 381 1,014, 175 
Balance carried forward: 
SIs Rehdnnnnt di belibbescocchnncseesacscesasese} 829, 807 | 43, 675 |.....- 
a ce edad waniammnt 65, 781 | 275, 532 105, 082 
Total expenditures and balances. ...............-. ----| 995, 000 1, 345, 588 | 1, 119, 207 


Mr. Preston. The next item is plant and equipment found on page 
124 of the committee print and page 1181 of the justifications. 
We will insert pages 1181 through 1183 in the record at this point. 
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(The pages referred to are as follows:) 


PLANT AND EQUIPMENT, BupGet YrEaArR 1958 


Summary of requirements 











Appropriation, 1957 (regular bill) - ._..--- $450, 000 
Deduct: Field station buildings__.___.. ee st 80, 000 
Base for 1958 _..-- ie Oe Cee es ees 370, 000 
Net difference—i958 over 1957 
ee pregame 
Requirements | Difference, 
eee Se ial 
| (+) or de- 
1957 1958 crease (—) 
adjusted estimate 
Facilities __ roles Siderce diane ae ss cnnslecanaedia $172, 200 $114, 300 — $57, 900 
Special equipment adept Ue ttitaKeiadan ocnaninstnaleces 197, 800 635, 700 437, 000 
ROUT UND Se Sas cela 8 da kedccic wehbe eecesetbeeebeaonee 50, 000 50, 000 
GPUS TIOMBGED on cc cccecdi cnc cu ccesecees 370, 000 800, 000 430, 000 430, 000 
Tota? estimate of appropriation, 1958_.........-...........--.--.---- ahs Mie cans ae 800, 000 


EXPLANATION OF LANGUAGE CHANGES 


Deletion: “field station buildings at Anchorage, Alaska and at Maui, Territory 
of Hawaii”. 

This authorization pertains to a nonrecurring 1957 construction item and, 
accordingly, has been deleted from the proposed language for fiscal year 1958. 

Deletion : “six” passenger motor vehicles. 

Addition : “three” passenger motor vehicles. 

In fiscal year 1957 the National Bureau of Standards has authority to pur- 
chase six motor vehicles. This authority is reduced to a request for three such 
vehicles in fiscal year 1958. By fiscal year 1958 the vehicles to be replaced will 
have exceeded either the age or mileage standards for replacement. 

Addition: “design and acquisition of railway scale test equipment ;”. 

This is to authorize the design and procurement of equipment to replace 
present equipment. 

Addition: “the installation of fire protection systems in field laboratories”. 

Section 2 of the act of July 21, 1950 (15 U. S. C. 286) provides that “no 
improvement shall be made nor shall any building be constructed under this 
authority at a cost in excess of $25,000, unless specific provision is made there- 
for in the appropriation concerned”, This language will authorize the provision 
of fire protection systems estimated to cost $50,000 at various field installations 
or NBS. 


Summary of estimated obligations by activity 





























| 
Actual 1956 adjusted Estimated 1957 ad- Estimate 1958 
| j 
usted 
| 
mae | = pare 
| Average | Average Average 
number of! Dollar cost |jnumber of| Dollar cost |number of| Dollar cost 
| positions | | positions | | positions | 
i 
ontiilnd ime ‘ aa a | ew 
1. Facilities: | 
improvements and construc- | | 
tion . ag! 5 $93, 132 4 $127, 200 | 4 $71, 800 
Meghanical facilities. 3 48, 502 | 2 | 45, 000 | 2 | 42, 500 
Webed til Le. kes: ..| $| 141,634 | 6 172, 200 | 6| 194,300 
2. Special equipment: py RMCEREETEY Frese thre eo —* 
Data processing device____._-| 3 | 22, 233 | 10 | 190,000 | 6 | 560, 500 
Replacement of motor ve- | } | 
hieles . Lashldiay one pagetuscad 7,800 |... 4, 800 
Railway scale test equipment. -- . |-2--nnnnda--|orr-eaz rec lesesre o-oo 1 | 70, 400 
i et dete ed | 3 | 22, 233 10 197, 800 7 | 635, 700 
3. vee Ten Fire a eae sys- | i 
$1 Si putas poiias- dvds, | poctiflascrect gee). Lf 22. 50, 000 


Total obligations...../....... 11} 163, 867 | “16 | 370,000 f wary 800, 000 
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GENERAL STATEMENT 


Mr. Preston. Will you explain the rise in this appropriation 
request ? 
NONRECURRING ITEMS 


Dr. Astrxn. Yes. Many nonrecurring items are handled in this par- 
ticular request. I might mention progress on two in previous years. 

Two years ago you gave us $750,000 for the construction of a calibra- 
tion center at our Boulder, Colo., laboratory. It is expected that that 
center will be completed some time in the summer and in operation 
serving the needs of the Defense Department and the public during 
the next fiscal year. 

A year ago you authorized us not to exceed $15,000 from this appro- 
priation for the purchase of a field site at Maui in the Hawaiian 
Islands. At that time you expressed concern over the amount of the 
purchase and urged that we try to get it for less money, if possible. 
The $15,000 was the owner's asking price. Tam pleased to report that 
this was settled for a price of $8,500, which is substantially under what 
the owner had initially asked. 

Mr. Preston. We are glad to hear that. 

Dr. Astin. We can thank the General Services Administration for 
assistance on that. 

Under this appropriation, “Plant and equipment,” for which we are 
asking $800,000, which is an increase of $430,000 over what it was a 
year ago, the requests are under three headings. 


FACILITIES 


The first is called “Facilities,” which is $114,300, a decrease of 

$57,000 over last year’s estimate. This decrease is primarily due to 

the ‘fact that some things that we might do on our present site we would 
not now do in view of the planning for a new facility. 

On the other hand, there remains the urgent requirement to con- 
tinue to be able to make minor improvements and repairs at our present 
site, including a continuation of some of our mechanical rehabilitation, 
in order that our work may be carried on effectively and in order also 
that our buildings do not degenerate because I understand that if and 
when we vacate the present site most of the permanent buildings will 
probably be assigned for other use. 


DATA PROCESSING DEVICE 


In the item “Special equipment,” there are 2 major things: The 
biggest item is the request for $560,500 for a continuation of the con- 
struction of our data processing device. This was started 2 years 
ago. We have available this year $190,000 for that. The planning 
for it has reached a stage where a number of contracts can be let and 
these will require a total of $560,500. 

The purpose of this device is to provide for technical assistance to 
other Government agencies on data processing problems. This will 
be a pilot plant where trial runs ean be made on techniques for mecha- 
nizing their business and office procedures. More and more, the tre- 
mendous savings in office management operations are becoming appar- 
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ent through the utilization of these techniques. We have many 
requests for assistance from other agencies for help on such problems 
and the continuation of the construction of this facility will put us in 
a much stronger position to do this job. 

Mr. Preston. Before you leave that item, Doctor, I would like to 
ask this question: Thus far, all the money available to you has been 
spent in planning and experimentation ? 

Dr. Astrn. No, sir; this is a design problem, and some construction 
has been carried out. It has not been a development problem; it has 
been a design problem. 

Mr. Presron. In other words, you do not propose to produce the 
machine itself ? 

Dr. Astin. Yes, sir. Some construction has been undertaken. 
Major construction will be undertaken next year with the funds here 
requested. We will assemble the machine itself. Most of the parts 
will be made by outside contractors and a large part of this $560,500 
will be used on contractual operations. Then we will assemble the 


machine. 
ESTIMATED TOTAL COST 


Mr. Preston. Well, in order that we might be refreshed on this 
matter, this has been running for 2 years / 

Dr. Astin. Yes, sir. 

Mr. Preston. What is the estimated total cost of that ? 

Dr. Astin. $953,500 is the total estimated cost. We had $50,000 in 
1956, $190,000 this year, and we are requesting $560,500 for next year. 

We estimate that an additional $153,000 will be needed in the follow- 
ing year for completion. The estimated completion time will be 1959. 

Mr. Preston. Are you financing any experimental work on this 
machine at Yale University ? 

Dr. Astin. Not that I know of, sir. 

Mr. Preston. Was this data-processing device attempted by some 
other agency of the Government before you undertook it on a contract 
basis by some university / 


PURPOSE OF DEVICE 


Dr. Astin. Not this particular device. However, there are many 
types of data processing devices, large and small. The particular one 
with which we are concerned is one not to do production work, but to 
make trial runs on problems presented by other agencies in order to 
help them develop a system and specifications for procuring equipment 
so that their operations can be mechanized. 

There is no other device that I know of that has the same objective 
as this particular device; that. is, it is one in which we are seeking to 
simulate the business office operations of other Government agen- 
cies—simulate the performance of commercial equipment which may 
be available. These requirements demand considerable flexibility in 
the design of the machine and because of these specialized require- 
ments for flexibility, I am not familiar with anything that approaches 
it bv anyone else. . 

Mr. Tuomas. Will the gentleman yield ? 

Mr. Preston. Surely. 
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Mr. Tuomas. Specifically, what are you doing? Every agency is 
interested in this problem, and the problems of every agency are dif- 
ferent from the problems of others. Over in the Veterans’ Adminis- 
tration in their insurance division, they have been trying for years to 
get some machines. Now they have some where they take the cards of 
all these boys drawing a pension and no human hand will touch them. 

When they get Hach, there will be a check written and signed, 
and the envelope sealed, and no human hands will touch it until it 
goes to the Post Office Department. 

However, that particular machine is considerably different from 
the one which the National Advisory Committee for Aeronautics 
wants. That organization is making a lot of computations which are 
purely mathematical, where there are different phases of develop- 
ments in a thousand and one items. 

What are you doing here with this $1 million? Certainly, no ma- 
chine you are going to design is going to fill their needs. 

Dr. Astry. No. Our machine is aimed primarily at assisting 
other Government agencies in determining specifications and procur- 
ing machines for their own needs in the field of data processing. 
This is more in the office management type of operation such as the 

Jeterans’ Administration would have, the Bureau of Old-Age and 
Survivors Insurance, and others. 

Mr. Tuomas. It looks as if you are doing some basic research for 
IBM and 2 or 3 of these other manufacturers. 

Dr. Astin. No, sir. 

Mr. Tuomas. Have they contributed anything to these projects? 

Dr. Astin. No, sir. 

Mr. Tuomas. They have authority under the law to do it, and you 
have the authority to receive their contribution, do you not? 

Dr. Astin. Many of the Government agencies who have procured 
machines have come to us for advice and assistance, as to what com- 
mercial facilities are best suited to their needs. We have given them 
the best judgment and information available to us, but a facility of 
this sort would aid immeasurably in helping us make the best recom- 
mendations to them. Frequently what is needed is a modification of 
some commercial machine, but it might be that we would recommend 
an IBM machine or a Remington Rand machine. 

Mr. Tuomas. Are your technical people consulting with IBM and 
Remington Rand and the rest of them ? 

In other words, here is one agency of Government, which has the 
average processing problem and it wants an office machine like the 
one you are attempting to describe. What does it do? 

Does it go over to the Bureau of Standards and swap ideas with 
you and, finally, wind up over here employing Remington Rand and 
IBM and the rest of the people in that field to supply the machine, 
and pay a tremendous fee to them to go out and build the machine. 

What are you doing for this $1 million which these other agencies, 
ae paying IBM and Remington Rand and these other people 
to do? 

Dr. Astrn. The other agencies will pay the commercial companies 
for the machines they procure, but we will enable the other Govern- 
ment agencies to develop more realistic specifications for machines 
which they will procure. 
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Mr. Tuomas. Is IBM and Remington Rand working with you on 
this problem ¢ 

Dr. Astin. We keep in very close touch with the developments 
in their respective companies, in order that we can give the best pos- 
sible advice. 

Mr. Tuomas. Do they make any contributions to your research 
efforts in this regard on this machine? 

Dr. Astin. No; they do not. 

Mr. Tuomas. Certainly, there would be nothing illegal, immoral, 
or wrong in their doing it, would there? 

Dr. Astin. No, sir. 

Mr. Tuomas. In other words, they are going to benefit from it as 
much as any Government agency. 

Dr. Asttn. I do not think there is any doubt but what the net result 
of this program is that more Government agencies will have modern- 
type machines and conduct their operations more effectively and effi- 
ciently, because of it. 

Mr. Tuomas. I still do not understand what kind of machine you 
are working on. 

Mr. Suetiey. Will the gentleman yield? 

Mr. Tuomas. Yes, sir. 

Mr. Suetiey. Let us assume for the moment that you have gone 
ahead and completed your design and have perfected your ideas on a 
machine that a particular governmental department desires. From 
whom does that governmental department procure the machine? 

Dr. Astin. We will probably procure ours from small electronics 
construction firms that are skilled in components. We plan to assem- 
ble this machine ourselves, but we will procure the components of the 
machine from in general, I think, small suppliers. 

Mr. Suetiry. Let us assume that the machine you assemble turns 
out to be a success and it is adaptable to a varied field of work, and has 
some elasticity in its operation for various types of work; subsequently, 
there is a demand for this particular machine from several govern- 
mental agencies—a half a dozen or a dozen of them—from whom will 
they procure the machines, and how will that be handled ? 

Dr. Astin. We would not be expected to handle ordinary operating 
problems of other Government agencies. Rather, we would make trial 
runs on their problems and help them develop a technique for adapting 
their operations to a modern machine and then assist them in procuring 
themachine. Then, they would buy a separate machine for their opera- 
tions, after they have worked out on ours all of the bugs in this sort of 
conversion. That is frequently one of the major bottlenecks in taking 
advantage of these modern computing machines; the revision of op- 
erating procedures within the organization so that they can be fully 
utilized. 

Mr. Suetiey. Well, I get this impression from what you say: 

What you do is the research and you will do the assembling of the 
original machine, and you will do the test-run operation on it and 
carry out such changes necessary to make it adaptable to the needs 
of a given agency. Further, if the machine works out and if that is 
the machine they want, they would then get the designs and specifica- 
tions from you and go out in the open market to contract for the 
machine being made; is that correct ? 
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Dr. Astin. That is correct. This is a development facility we have 
to serve all of the Government in this modern and important field. 


FIRE-PROTECTION SYSTEM 


Mr. Preston. Doctor, if we are going to build a new building for 
you, why should we spend any money on this present plant ? 

For instance, what about this fire-protection system where the 
request is in the amount of $50,000 ? 

Dr. Astin. This fire-protection system is in our field stations. They 
are operated mainly by our Boulder laboratories. These laboratories, 
in general, are isolated structures with expensive equipment in them, 
and over the past 2 years we have had a couple of expensive fires in 
them. We feel that, in order to preserve the continuity of our opera- 
tion and in order to preserve the equipment investment in these remote 
field sites, we should have automatic fire-protection systems in them, 
That is the reason for this request in the amount of $50,000. 


PLANT FACILITIES 


Mr. Preston. What about item No. 1, “Facilities,” in the amount 
of $114,300? That is on your present plant; is it not ? 

Dr. Astrn. Yes, sir; and some of that is also for Boulder. 

Mr. Preston. How much? 

Dr. Astrn. These estimates are our prediction of needs which 
develop during the course of the year and allocations that this past 
experience has shown that we have needed and the order of what 
we will spend this year for these purposes. 

We cannot predict in advance what the requirements would be. 
That depends upon operating problems that come up from day to 
day. This is one of the situations we have in a research and devel- 
opment program which reflects that frequently what we do next 
month is determined by what is discovered this month. It is difficult 
if not almost impossible to say in advance specifically what we will 
do, but we know on the basis of past experience that problems of 
this sort come up. 

The amount is reduced substantially over what it was this year, and 
this is primarily because some improvements which we might make 
if we were going to stay in our present location would not now 7 be made. 
On the other hand, we will have to continue working in our present 
site for several years, and certain improvements have to be made 
to keep the work going and certain improvements have to be made 
to prevent the breakdown of our mechanical facilities. For this 
reason some funds in this category are considered essential. 


NONRECURRING ITEMS 


Mr. Preston. During fiscal year 1957 you had a total of $370,000 
for plant and equipment. 

How much of that $370,000 represents nonrecurring items? 

Dr. Astin. Well, to the extent that the data processing device is 
nonrecurring—that will recur again next year—but that should be 
the last, and that would be one item. 
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Mr. Preston. That is not a nonrecurring item as far as 1958 is 
concerned. I am talking about as far as 1958 is concerned. 

Dr. Astin. Yes, sir. The nonrecurring item is over on page 1181. 
This is field stations of $80,000. This was construction of facilities 
at 2 field sites, 1 in Alaska and 1 in Hawaii. That was the nonrecur- 
ring item last year. All the others would be considered recurring 
items. 

Mr. Preston. Mr. Horan? 

Mr. Horan. Mr. Chairman, I have some general questions, but I do 
not believe this is the place for them. 

Mr. Preston. Well, we are moving through the budget, and this 
might be the place for your questions. However, Dr. Astin has not 
completed his presentation on all of the items under his jurisdiction. 

Mr. Horan. Very well; I shall wait until he is through. 


RAILWAY SCALE TEST EQUIPMENT 


Mr. Preston. We will now proceed to the next item, which is “Rail- 
road test equipment.” 

Dr. Astin. This request of $70,000 is to replace our railway scale 
test car, a model of which is on the corner of the table there. The 
present equipment was purchased in 1917. This is the equipment 
with which we calibrate the railway scales throughout the Nation, 
Their accuracy is assured by the calibration made possible by this de- 
vice. Our present car, or our present No. 1 car, has exceeded normal 
life. 

It has a rather rigorous structural requirement in that there is an 
overhead crane carried by the top of the car which carries 20,000- 
pound weights out and sets them on the railway scale under test. 
There has been considerable corrosion, necessitating frequent repairs 
in the supports to this overhead crane. We are afraid that unless it 
is replaced sometime we might have an accident and thereby ruin an 
expensive scale. 

Our use time of this particular car has exceeded that which is con- 
sidered standard by the railroad industry and it has a much more 
stringent requirement in that it has to carry these heavy loads on this 
overhead crane which is carried on a superstructure of the boxcar. 

Mr. Preston. Do you perform these tests for the railroads? 

Dr. Astin. Yes, sir; for the railroads, and some of the States. 

Mr. Preston. Is there any income as a result of your performing 
these tests ? 

Dr. Astin. No, sir; there is no income from this. This is an excep- 
tion to our general policy, and stems from the time the Congress first 
set this program up in about 1913 or 1914, as I recall. This is con- 
sidered a service which assures the reliability of measurements which 
are involved in interstate commerce. 

Not only do the railroads use it to assure the accuracy of their billing 
operations for freight charges, but the buyers and sellers of commodi- 
ties which are shipped by the railroads use the weights from these 
scales as a basis for making charges; that is, for their bills of lading. 


eens 








194 


So, the service is much more than just to the railroads. It underlies 
to a great extent the orderliness of all rail shipping. 

Mr. Preston. Where is this device located ? 

Dr. Astin. The central location for this device is a small field sta- 
tion at Clearing, Ill., which is on the southside of Chicago. It is 
located just about a mile from the Chicago airport, actually. 

Mr. Preston. In what way is it Opetabed ¢ Does rolling stock have 
to be carried to it? 

Dr. Astin. The railroads transport the car to the various scales 
throughout the country for us. They give us that service without 
charge in return for the advantage that they get. These master 
scales are located all over the country. 

Mr. Preston. Are they owned by the railroads? 

Dr. Astin. Some are owned by the railroads, and some are owned 
by the States. Also, some are owned by commercial scale companies. 

Mr. Preston. And they test their local scales as against what you 
have in Illinois? 

Dr. Astry. No. This car goes goes to the local master scales. It 
does not test all the scales in the country. It just tests master scales. 

Mr. Preston. The car is moved around, then? 

Dr. Astin. The car is moved around from place to place; yes, sir. 

Mr. Preston. How much cost do you have allocated to this opera- 
tion in your cost accounting system ? 

Dr. Astin. Can you answer that question, Mr. Christeller? 

Mr. Curistetier. I will have to check that, sir. 

Dr. Astin. It is not broken out for that service alone. It is under 
a project called “Large capacity scales,” which totals $54,000 this 
year, but that includes some other work on large capacity scales as 
well as these railroad scales. We can break the cost of this specific 
service out, if you would like to have it. 


CHARGES FOR SERVICE 


Mr. Preston. I am just wondering if we should not be charging 
the railroads for this service, or charging them enough to take care 
of the cost of operating it? 

Mr. Yates. Did Dr. Astin express an opinion on that as to whether 
we ought to charge a fee for its use? 

Mr. Preston. No, sir; what do you think about that, Doctor? 

Dr. Astrn. The railroads make a contribution which has been esti- 
mated close to $30,000 in terms of hauling the cars; that is, this is 
1 or 2 cars, actually, and their contribution has been estimated at 
$30,000 in hauling the cars around the Nation. That might be con- 
sidered as their contribution to the total cost, but the benefit from 
this extends far beyond the railroads, and it is for that reason that I 
would be somewhat reluctant to urge that we make the railroads 
pay for this. 

We are achieving on the Nation’s large scales an accuracy beyond 
that needed by the railroads, but not beyond that needed by buyers 
and sellers, because they rely on the accuracy to which we calibrate 
the scales, as I mentioned earlier, as a basis for their billings. Some 
of the modern, expensive chemicals that are shipped on the railroads 
and weighed by this device amount to $50 a pound, and when you are 
sending or shipping things of that sort, you want an accurate weight 
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on them. For that reason we have been striving for an accuracy on 
these calibrations in excess of that demanded by the railroads. 

Mr. Suetitey. Mr. Chairman, will you yield at that point? 

Mr. Presron. Surely. 

Mr. Suettey. Doctor, is this service which we render to the railroads 
comparable to what is rendered by the States and local municipalities 
through inspectors of weights and measurements? 

In other words, are we not doing this for the railroads more on 
the basis for the protection of the consumers or the shippers ? 

Dr. Astin. I think it could be construed that way ; yes, sir. 

Mr. Suetiey. Would you say if we charged the railroads for this 
operation that they have a perfect right to come in, then, and bill 
you for the hauling services# 

Dr. Astin. Yes, sir; they could do that, but of course the hauling 
would be part of the cost of the service. 

Mr. Preston. In other words, you think it would be reflected in 
rates? 

Mr. Sueriey. I am wondering if one is just an offset against the 
other. 

Mr. Preston. If the wind changes, there is a reflection of that in 
the rates. I am sure this would be, too. 

Mr. Tuomas. Well, the rates are not going down. 

Mr. Preston. Mr. Horan, I believe you had some general questions. 

Mr. Horan. Yes, sir. 


PROGRAM DISCONTINUED 


I notice in the separate statement which you gave us yesterday on 
the analysis of the program conversions that you list 41 programs 
that have been discontinued and major decreases in 48 others, as well 
as innumerable changes in quite a number of others, and indicated 
that insofar as the program was concerned, that you had discontinued 
something over $3 million worth of projects. 

Dr. Astin. Yes, sir; that is correct. 

Mr. Horan. I want to commend you for that, Dr. Astin, because 
that is one of the problems that we on appropriations have, that is 
when does research cease? 

I want to commend you for having stopped some. 

That brings up another question: 


DEVELOPMENT AND USE OF STANDARDS 


You do arrive at adequate standards in various fields that are 
usable and can be used in commerce, industry, and elsewhere? 

Dr. Astin. Yes, sir. 

Mr. Horan. What do you do then? What is the cost of maintain- 
ing and making those standards available? Does that result in a con- 
siderable reduction ? 

Dr. Astin. Well, the development of the standards, of course, is 
one of the important things we defray out of our basic appropriation. 

Mr. Horan. And, that is the expensive part of it. 

Dr. Asttn. That is the expensive part, but we use these standards 
for calibrating instruments and through this calibration of instru- 
ments we assure the accuracy of measurement throughout the United 
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States. This is fundamental to all of mass production, and this 
specific calibration is paid for by the users. The really difficult thing 
is the development of the standards so that the calibration can be 
extended into the new areas and keep ahead of advances in precision 
in industry. 

Mr. Horan. You indicated that you had sold this service to industry. 

Dr. Astin. We sell the calibration service to industry; yes, sir. 

Mr. Horan. I believe you stated that your income from that opera- 
tion was in excess of $300,000. 

Dr. Astrn. The income from calibrations and sales of standard 
samples is estimated at $358,000 for this fiscal year. 


USE OF DIRECT APPROPRIATION 


Mr. Horan. I have one more question, Mr. Chairman: 

I presume I ought to address this question to Mr. Nielson, but I 
would like to know if in the future we are to have more direct appro- 
priations to the Bureau of Standards and less transfer of funds—do 
we have a clearinghouse of any sort that would indicate to the Appro- 
priations Committee that what we do by direct appropriations might 
have some effect on the reduction of appropriations somewhere else in 
the overall Federal budget ? 

Dr. Astin. Our two main customers are the Department of Defense 
and the Atomic Energy Commission. We have discussed this matter 
with the Bureau of the Budget of attempting to make this show up 
as a savings, because we feel to the extent that we can make con- 
versions we will not be spending additional Federal money. Un- 
fortunately, the amount of this is lost in the round-off of those two 
agencies. So, it does not show up, specifically. 

Mr. Horan. It seems to me, Mr. Chairman, that we ought to have 
some control over that operation. 

Mr. Tuomas. It isa part of the budget and that part goes unnoticed. 

Mr. Netrson. Mr. Horan, I think we should point out that the 
Congress does through other committees of the Appropriations Com- 
mittee review the other agencies’ budgets and these funds that are 
transferred to the Bureau of Standards are reviewed by the commit- 
tee during the course of the appropriation process. 

Mr. Horan. Well, we had quite a bit of discussion about that on 
the floor as to who is responsible for some of these things. It seems 
to me that it would be very helpful to the committee if adminis- 
tratively we had these transfers reflected elsewhere. 


FUNDS TRANSFERRED FROM OTHER AGENCIES 


Mr. Tuomas. It might be helpful for the record at this point, Mr. 
Horan, to carry a table showing the amount of contributions by agen- 
cies for the last year, and what service they rendered. I imagine, as 
Dr. Astin pointed out, that some of these agencies make a contribution 
in order to have the service available if, as and when they need it. I 
imagine 50 percent of the agencies did not have a project for them 
to work on last year. 

That is my guess. 

Mr. Horan. I would be delighted to have that information put in 
the record at this point, but I do want to make this comment: 
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I think it would be better for the morale of the personnel in the 
Bureau of Standards if these appropriations were direct rather than 
based on transfers. I know you have had some of your better men 
whom I know personally down there, whose salaries have been paid 
by transfer funds for at least 20 years. 

Dr. Astin. This is true, and on this subject, this large book [indi- 
cating] contains a short description of each of our projects. This is 
the total technical program of our Washington laboratories. We 
have a separate one for Boulder. This lists each project of the Depart- 
ment of Defense or other agencies, and it tells what we are trying to 
do, why it is important, and what has been accomplished. We can 
leave these available to the committee for reference. This is, of 
course, far too large a book for record insertion purposes, but we 
would be pleased to leave as many copies of it as you wish so that you 
have full information on what we are doing, who we are doing it for, 
and why we are doing it. There is no fiscal data in this book, however. 

(The information following was subsequently supplied for the 
record :) 

SERVICE FOR OTHER AGENCIES 


The volumes referred to—Consolidated Report of Projects of NBS Washing- 
tion Divisions, and Second Annual Report of the Boulder Laboratories—indicate 
the services rendered to other agencies as well as the content of Bureau-sup- 
ported work. The table inserted in the record at page 174 shows by agency the 
reimbursements to the working capital fund. The table inserted in the record 
at page 184 shows by agency the current estimates of obligations. 

The Bureau does not accept funds from other agencies on a general retainer 
basis. Each transfer of funds or reimbursement order specifies the work to be 
performed. Ina very small portion of the program (probably less than $100,000) 
the order may call for services during a particular year upon request from the 
sponsor. However, in such cases the type of service is specified—such as, testing 
mechanical instruments or production of special optical glasses—and the funds 
are used only if specific requests are received. 





EMPLOYMENT AT BOULDER LABORATORIES 


Mr. Tuomas. What is the total employment at Boulder in 1957, and 
what is it expected to be in 1958 ? 

Dr. Astrx. The employment is approximately 700 at the Boulder 
laboratories, but I do not have the exact figures. 

Mr. Tuomas. Is that employment growing year by year? If so, 
what is the use of building a large building some place else if you are 
going to have two separate institutions? 

What is the employment figure for the last 5 or 6 years, year by 
year, at Boulder? 

Dr. Ast1n. Well, the Boulder laboratories were just dedicated about 
214 years ago. So, it is fairly new. 

Mr. Tuomas. Did you not have some activity there before this new 
building was built? 

Dr. Astin. Yes; we had some activity, 1 in an AEC facility, and 1 
in rented quarters. So, 1 would guess that we have had activity at 
Boulder since about 1951. However, we do not have the staffing fig- 
ures over that period here for the Boulder laboratories separately. 

I am trying to find this other information for you. From some 
tables we have here, it would appear that a year ago the total employ- 
ment at Boulder was 603, and at the end of January it was 744. The 
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main addition there is the International Geophysical Year program 
and this Air Force communications project which we have out there, 


Mr. Horan. One final question: 


When you discontinue a program, what do you do with the personnel 
there? Do you assign them to other projects for which they are quali- 


ued ? 
Dr. Astin. That is correct; yes, sir. 


Mr. Horan. That is all, Mr. Chairman. 


ConsTRUCTION OF FAcILITIES 


Program and financing 





Program by activities: 


1956 actual 


1957 estimate 








1958 estimate 








ey SE ONE CONE 6 6 iis) cate bibdh bab nis doh dei betessaereoUKd $180, 000 $2, 000, 000 
iT ln a eel ee aensn ns whalatiees sate sas FO GEO bn cen deghs a 
itn nen tien cdntenianpeenteennbnnhees dies en heal | 930, 000 2, 000, 000 
= == —_——_______}, = 

Financing: 
on ected inneatkb kinins onenaneeewe 930, 000 2, 000, 000 


Obligations by objects 





ALLOCATION TO PUBLIC BUILDINGS SERVICE, GENERAL 
SERVICES ADMINISTRATION 


1956 actual 


1957 estimate 


1958 estimate 














OR Rs CN a i ahold ide gitdic ic decent dbtes $35, 000 
5 Ce I I initia 5 bbs in'5 ii dws etd fo - svn cseeew $130, 000 1, 865, 000 
Services performed by other agencies._................|...-.-.-.---.- 50, 000 100, 000 
ee ec emienmeas ean ieeeninesl: anbrenennaans TE CUD Toonscnccyponniny 
EE CG nin cintncttecccdoscncedeekiaiegh cin bissabsehowts 930, 000 2, 000, 000 
Budget authorizations, expenditures and balances 
1956 actual '| 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 

Spprogemson owddncenheatpenenhohbudetnidn dh doves veeak schbtpldvtbbeksbeht $930, 000 $2, 000, 000 
Obligated balance brought forward_...........- ale Seated Ae Resins 425, 000 
Total budget authorizations available.................-- : 930, 000 2, 425, 000 
EXPENDITURES AND BALANCES 7 Led a7 u? Om 

Expenditures— 
a cai e nani easaehadbeantdaneaawand 505, 000 1, 100, 000 
a cline la enti Ragin woe bys Renee mentite 425, 000 
cern bagpmhaienbe | anlberoauant ie 505, 000 1, 525, 000 
Obligated balance carried forward_...................---.----- wstedede 425, 000 900, 000 
Total expenditures and balances._..........--...-.----- ; | 930, 000 2, 425, 000 





Mr. Preston. The next item we will take up is “Construction of fa- 


cilities.” 
make ? 
Dr. Astin. Yes. 


Dr. Astin, do you have a general statement you want to 


Mr. Preston. Before you do that we will insert page 1193 of the 


justifications in the record at this point. 
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(The matter referred to follows:) 


ConsTRucTION or Faciuities, Bupcer Year 1958 


Summary of requirements 


Apneopriation, ROUT Crear OO iit. ofits Loess Se Res ed cd dekc nll ae $930, 000 
educt: 
Preliminary planning and purchase of Jand_..............2..222--..2---2 2 ee —930, 000 
Nee eT eee ee ee oo Snahowncaraih naminmacemddiaoddatisinives miaen pane 


Net difference—1958 over 1957: 


Requirements 
Increase 

1957 

adjusted 


1858 
estimate 








Doster end enpinesrily baci ec | $2, 000, 000 | $2,000,000 2,000, 000 


Oth estimate of anumnrintion, 1066... <ccouvesacsiniindéiccdumspatiichaapishcdodoncesbaséd 2, 000, 000 
GENERAL STATEMENT 


Dr. Astin. Last year I discussed with you the great need for modern 
facilities for the Bureau, and at that time you expressed the belief that 
planning had not reached the stage which would justify an appropria- 
tion to cover the complete costs of planning and design. Accordingly, 
you appropriated $930,000 for the purchase of a new site and for 
the completion of initial planning preliminary to the design of the new 
laboratories. You in fact directed us to develop better plans and 
estimates. 

Today I want to discuss our progress. I want to present the details 
which have resulted from our initial planning, including estimates for 
the total construction program. I think it is most important that you 
have all these facts han reviewing the appropriation request of $2 
million for initiation and partial] completion of architectural designs. 

I feel strongly that the fulfillment of these plans will mark a major 
turning point in the history of the National Bureau of Standards. I 
believe the laboratories now contemplated, when completed, will 
help to raise the National Bureau of Standards to the stature which 
it had in world science before World War II. I also believe that the 
national investment in these scientific laboratories will bring major 
dividends in terms of the Nation’s technologcal superiority and in 
terms of increased national productivity. 

The present request is for $2 million. This will allow us to under- 
take the design and specifications for most of the construction pro- 
gram. The total cost of design and specifications for the entire con- 
struction phase of the project, including the costs of the Public Build- 
ings Service, is now estimated to total $2,845,000. The $2 million, how- 
ever, will permit us to cover costs during the next fiscal year. This 
estimate is based upon our present plans for the Bureau’s new buildings 
and their estimated costs. 

IT have with me today representatives of the Public Buildin 
Service and representatives of Voorhees, Walker, Smith & Smith, 
the firm of architects which was engaged by the Public Buildings 
Service to undertake the preliminary planning. These gentlemen will 
assist us in presenting the plan, but f would like first to account for 
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the $930,000 which the Congress has already appropriated and which 
was transferred to the General Services Administration. 

The Government has acquired the site which was proposed to the 
Congress last year. This property has been appraised at about 
$465,000, but final settlement has not been completed by the courts. 
There was set aside for this purpose $750,000. Of the other $180,000, 
the contract with the architects is for $80,000, and the balance covers 
site surveys, core borings, and other preliminary costs as well as 
planning and supervising the current phase of the project. 


ESTIMATED COST OF NEW FACILITIES 


When we first presented this program to you, we estimated that 
the cost of the Bureau’s new buildings, equipment, and occupancy 
would total $63,500,000. These were admittedly very rough estimates. 
As a matter of fact, these estimates were so rough that you were reluc- 
tant to give us the full amount of planning money we asked for— 
we asked for $3 million at that time—but you gave us sufficient funds 
to carry our preliminary planning to a stage where the cost estimates 
and the physical nature of the facility could be more closely defined. 

We have now reached the stage where we can present our plans to 
you in greater detail and with greater reliability. Our estimate for 
the total program is now $85,810,000. These estimates have been 
carefully reviewed. We are all, the National Bureau of Standards, 
the Public Buildings Service, and the architects, in substantial agree- 
ment on these estimates. However, these estimates are predicated on 
present costs. 

I will call upon the architects to give you a complete item and cost 
breakdown on our plans. First, I am going to ask the Public Build- 
ings Service to comment upon these plans and to review their partici- 
pation in the plans, but before I do this I would like to comment on our 
needs, our assumptions, and our participation in these plans. 

First, as toour needs. We are asking for modern laboratories which 
will provide for a modern research program, a program which I think 
should be consistent with advances in science and technology since 
World War II. We are now conducting our research in outmoded 
buildings, in laboratories which were built during America’s model T 
days. 

We are asking for laboratories which will allow our current pro- 
grams to be undertaken in an environment where our contributions to 
science and to the national economy can be most efficiently made. 

I would like to state that I believe this expenditure for new labora- 
tories will contribute to the national economy through the ways I 
pointed out yesterday and earlier today, in that research leads to in- 
creased productivity of the Nation and to increasing the scientific 
strength of the Nation. I think these new facilities will put us in a 
postion more efficiently to render these services. 

In connection with our assumptions, we requested that the buildings 
be planned so as to permit flexibility in the program of the National 
Bureau of Standards over the next half century. Our present plans 
reflect, however, only a modernization of space and facilities for our 
current programs. In other words, no new programs are provided 
for. We are providing only for relief of current crowding and for 
the minimal expansion expected over the period of construction and 
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perhaps a few years beyond. But we want to have a flexible arrange- 
ment which could cope with our expanding science and technology. 
I believe that the plans we now have will provide this. 

We need a modern laboratory with modern facilities comparable to 
the many industrial research laboratories established in recent years 
an whose needs we serve. Such modern laboratory facilities are 
necessary if we are to continue to be effective in serving science and 
industry. Further, I think such a laboratory facility should be 
most beneficial in helping us to attract creative and talented scientists. 
This I think is most important because, whatever the facility costs, 
the facility would be worthless if it were not effective in attracting 
the brains and imagination we need to do the important scientific 
program which we have. — i 

As to our participation in these plans, one of my Associate Directors 
at the Bureau, the Associate Director for Planning, Dr. Golovin, has 
spent almost full time on this — He and I have visited many 
of the major laboratories which were recently constructed, both pri- 
vate and Government. We have worked closely with the architects. 
We have given the architects every assistance in surveying our present 
site, our present program, and our present equipment. We have con- 
ducted during the past year a very careful review of all our pro- 
grams with the new laboratories in mind. In all, we have devoted a 
great deal of time and energy to this project because we all realize 
the opportunity this offers to the Bureau. 

Finally, when all the comments, the data, and the surveys were 
completed, we went over the plans and estimates, and the result of 
all this work is what you have before you now. 


TYPE OF STRUCTURE 


One of our basic considerations in this planning has been, as I 
mentioned, flexibility, and we are asking for this purpose several 
wing-type structures, four in all, which will house the major labora- 
tories and programs of the Bureau. One is for administration; one 
for chemistry; one for physics; and one for engineering. In our 
visits to several of the Nation’s largest physical sciences laboratories, 
and in discussion with their key personnel, we became convinced of 
the utility, efficiency, and economy of this type of structure. We 
have become convinced that in modern laboratory practice modular 
construction with removable partitions best serves our needs. This 
will provide us with great flexibility and it will ultimately, we believe, 
give us the maximum in utility, efficiency, and operating economy. 1 
am convinced that in modern laboratory practices we should use 
this modular construction with removable partitions, which will pro- 
vide greater flexibility and decrease the cost. 

This completes my general statement. I shall be glad to answer 
any questions and call on other witnesses. 


INCREASE IN COST OF NEW BUILDINGS 


Mr. Preston. Your figure of $85 million has developed since you 
prepared the justifications; is that correct ? 
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Dr. Astxmy: That is correct. .What this planning phase was for, as 
I understood it, was to come up with more. realistic estimates as to 
what this would cost. 

Mr. Preston. I remember last year you said the cost of replacing the 
present buildings would be $40 million, and specialized equipment 
would cost about 50 percent of that, or a total of $60 million. 

Dr. Astin. Then there were additional costs in connection with 
removing and’ reinstalling equipment and site development which 
totaled another $3 million. The figures which I had at that time were, 
as I have stressed, rough, and they totaled $63,500,000. 

Mr, Preston. 1 am fearful, doctor, since you got the green light on 
the purchase of the land you may have modified your plans and made 
them more elaborate than you had in mind when you appeared before 
us last year. This is a terrific increase, more than can be charged to 
increased costs of labor and materials. 

To what extent have you modified and added to the plans? 

Dr. Astrn. Our plans last year were based on an assignable area of 
approximately 1,100,000 square feet. Now it is perhaps 70,000 square 
feet more, but this has been our major requirement. We have told 
the architects and the Public Buildings Service that we want this much 
assignable space and certain facilities in connection with it. 


EFFECT OF DEFERRING PROGRAM 


Mr. Preston. I am not sure if we had known it was going to cost 
$85 million we would have approved the $930,000 last year. This is 
an amazing increase. 

I think we should discuss another phase of this thing. I do not 
know whether you are entirely competent to answer these questions. 
Maybe we should ask the architects. But let us assume that, because 
of the economy drive so apparent in the Government at this moment, 
the construction of this building is deferred for several years, how 
much wasted money will result in the preparation of plans and esti- 
mates that may not work 3 years from now ? 

Dr. Astin. I am not sure that I can give an answer on that. Per- 
haps the Public Buildings Service, Mr. Poorman, could comment on 
that. But I would imagine that the planning that we have done now 
will not be lost. That is, this planning is valid, I hope, for at least 
a few years. We have been trying to plan for a facility which will 
last us, for a great many years, and for this reason I think our plans 
are adequate. 

Would you care to comment on that? 

Mr. Preston. Will you identify yourself for the record, please. 

Mr. Poorman. My name is Fred 8. Poorman. I am Deputy Com- 
missioner of the Public Buildings Service, General Services Adminis- 
tration. 

Mr. Preston. All right. 

Mr. Poorman. I think the question breaks down into two parts. 
The $930,000 currently appropriated was intended to take care of 
acquisition of site and preliminary planning looking to a more defini- 
tive estimate. ‘The $2 million request which is before you now would 
complete the preparation of the plans for the buildings and the out- 
side utilities to serve those buildings. It would not include specifica- 
tions for highly specialized equipment which the Bureau of Standards 
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would develop with the architects. It will require from 10 to 15 
months to complete these plans. 

If the essentiality of the Bureau of Standards’ needs were such 
that an appropriation were forthcoming at or near the completion 
of those plans, of course there would be no time lost and there would 
be no potential loss on the plans.. After that time the potential loss 
would be basically whatever factors required changing by the Bureau 
of Standards because of modification of their mission or improved 
techniques in their approach: 

Mr. Preston. The matter of rising costs would not enter into it? 

Mr. Poorman. The cost would fluctuate with the market. The 
market now is approximately 8 percent above what it was at the time 
the original estimates were put together. As to what happens to the 
construction market, that is conjectural. 


ESTIMATE OF COST LAST YEAR 


Mr. Preston. Did you testify last year as to the cost of these 
buildings. 

Mr. Poorman. We did. 

Mr. Preston. What was your estimate of the cost of that time? 

Mr. Poorman. We estimated the buildings themselves would cost 
about $40 million, and that included the outside utilities. What has 
occurred since that time is roughly this: The only information we 
had to go on was the net assignable requirements as furnished by 
our two organizations. We applied to that a factor comparable to 
what we had been using on our routine construction, which is 60 to 70 
percent net to gross. 

As a result of these visits to other laboratories—and it might inter- 
est you to know that the architectural firm designed the Argonne 
Laboratory in Chicago, the Savannah River plant in Carolina, the 
Du Pont plant, the Bell Telephone plant, and several others—the 
architect advises us that the net to gross in these laboratories, because 
of their unique requirements, is not nearly as high as our practice in 
more conventional building requirements. The gross has increased 
by one-half million square feet because of that peculiarity, and the 
architects are prepared to discuss that. 

Mr. Preston. One-half million square feet ? 

Mr. Poorman. In the gross, 

Mr. Preston. Over and above what you contemplated when you 
were here last year? 

Mr. Poorman. That is correct. 

Mr. Preston. I want to make this observation. I think it highly 
improbable that this ccmmittee will place much confidence in the 
estimates of GSA in the future when they are as unreliable as they 
were last year in the case of these facilities. On the basis of your 
figures, and based on the testimony of Dr. Astin last year, which I 
am sure was as a result of his conferences with GSA, we authorized 
the purchase of the land, thinking you were going to construct a 
building that would cost $40 million plus $20 million for specialized 


equipment. Now we find an estimate by the same people of $85 
million. I do not know what private business people would do in a 
case like this. I am afraid they would not in the future place much 
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confidence in the figures given them such as you did. You may have 
made studies since that time which caused you to revise your figures, 
But the fact remains we should not be faced with the responsibility 
of making a decision based on figures that are not sebendabte We 
realize some flexibility must be allowed, but this is too great a variance. 
Mr. Poorman. May I comment on that? 
Mr. Preston. Yes. 


REASONS FOR INCREASED COST 


Mr. Poorman. Your comments are very much in order, Mr. Chair- 
man. The type of activities we are normally engaged in—and Mr. 
Thomas is familiar with them—include office buildings, courthouses, 
and structures of that type. We have established a background of in- 
formation and I think our performance record in that area is excellent. 
Because of the budget cycle, which is peculiar to the Government, this 
estimate was put together without the opportunity of physically visit- 
ing laboratories or in fact calling suitable architects in. The increase 
appears great, I grant you. Actually, the estimate was put together 
without any knowledge of a specific site. The utility costs had to be 
adjusted in the light of a specific site and in the light of requirements 
as developed by the architects and the Bureau of Standards, which en- 
tail‘more in terms of site development and utilities and other con- 
tributing factors, 

Mr. Preston. Let us get figures. How much more in site develop- 
ment and utilities? 

Mr. Poorman. For the buildings themselves, the increase in the esti- 


mate is $17.7 million. Eight percent is due to increased construction 
costs. spnceerentils $2.5 million is due to finishes or eee of interior 


partitions which the Bureau of Standards, by virtue of their visits to 
these laboratories, consider essential. And the residual amount is the 
result of the 550,000 gross square feet increase. 

For the site development itself, the increased cost is $1.4 million, 8 
percent of which again is due to the increased building costs. The 
remainder is the result of a railroad spur which was not contemplated 
originally and greater dispersion due to the site and layout. 

Also, a power station was not contemplated. Whether that can be 
eliminated would have to be determined as a result of greater study. 

Survey, $50,000. 

The equipment is approximately what Dr. Astin previously esti- 
mated at $20.4 million. The saaiiemaaal cost in connection with 
the specifications for that equipment, which previously was not con- 
sidered at all, is $540,000. In other words, Dr. Astin’s estimate of $20 
million for equipment is now $21 million. Contingencies went up be- 
cause of the change in scope. The architectural design cost will cain 
some. 

Mr. Preston. Have construction costs gone up 8 percent in 1 year? 

Mr. Poorman. This $40 million estimate, which was an approxima- 
tion, had been prepared approximately 9 months before your hearings 
last year, and inasmuch as there was no definitive plan or a site, it had 
not been adjusted. 

Mr. Preston. If the estimates were made 9 months before the hear- 
ings, why did you not tell us there would be this increased cost? 
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Mr. Poorman. The percentage of error was not important in con- 
nection with the estimate. That was our approach. We may have 
been wrong in not calling that to your attention. 

Another factor, here again, in our conventional buildings we. use 
what, we call block space. The GAO building is typical of that. It 
is a block square. The architects, in their review of these laboratories, 
have established 

Mr. THomas. Will the gentleman yield? 

Mr. Preston. Yes. 

Mr. Tuomas. You people are capable people, Mr. Poorman. To 
have an increase of 50 percent over your estimate is not normal. How 
in the world could Dr. Astin’s crowd justify an increase in unusable 
space of 50 percent? They do not want to get lost in this building, 
do they? Why go out and put all this unusable space in these build- 
ings? I have been in these laboratories you mentioned, and there 
is no such space in Argonne and no such space on Long Island, either. 
The Long Island labor: atory of the Atomic Energy Commission is an 
old Army building. Argonne is new, but I do not recall any such 
arrangement. What is your proportion of net usable space against 

your gross ¢ 

Mr. Poorman. The architect has some figures on it. It is approxi- 
mately 55 percent. 

Mr. Tuomas. We are not going to rely on the architect. So far as 
I am concerned he is wasting his time coming down here. 

Mr. Poorman. This is a highly specialized facility. 

Mr. THomas. Sure. You are going to make it highly specialized. 

Mr. Poorman. We are deferring to the Bureau of ‘Standards. 

Mr. THomas. How are they operating now? 

Mr. Poorman. Relatively inefficiently, according to Dr. Astin. 

Mr. Tuomas. You would not be able to get the doctor to agree to 
that. He would be insulted if you suggested that they are operating 
inefficiently. 

Mr. Poorman. I want to repeat, in the type of activity we are 
qualified in 

Mr. Tuomas. You had better come in and say you are purely a 
service agency, that you are giving these people what they want, and 
that if they change their plans that is not your job. If they changed 
their mind, you had better come in and so'state. This puts the GSA 
in a bad position. 

Mr. Poorman. Then I would like Dr. Astin to say they have estab- 
lished the functional requirements of this facility and we have pro- 
vided them assistance in the selection of an architect, in providing 
liaison, providing the site, and supervising design. 

Dr. Astin. That is right. 








TESTIMONY OF LAST YEAR ON COSTS 


Mr. Preston. Last year you testified specifically, Mr. Poorman—— 

Mr. Poorman. $40 million plus $1 million to move plus special 
equipment which probably would have to be removed from the present 
site. 

Mr. Preston. You read your testimony of last year before coming 
here today ? 

Mr. Poorman. Yes, sir. 
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Mr. Preston. I am glad both of us have read it so that we will 
understand each other. I will quote from the testimony given before 
this committee last year: 


Mr. PoorMAN. Our estimate for construction is $40 million. That does not 
include certain highly specialized equipment for which the Bureau of Standards 
would be expected to prepare specifications and arrange acquisition. So that 
our share of it would be $40 million. 

Mr. Poorman. That is correct. 

Mr. Preston (continuing reading) : 

Mr. Preston. How much to get them moved from their present site to the 
new site? 

Mr. Poorman. Around a million dollars. 

Mr. Preston. We would buy that right now. 

Mr. Poorman. That is correct. 

Mr. Preston. Then there was some comment about the cost of 
moving equipment. ‘ 

Mr. Poorman. I mentioned that Mr. Palmer was pulling my arm. 

Mr. Preston. Yes. [Continuing reading:] 

Mr. Poorman. Mr. Palmer is pulling my arm in the other direction. 

Mr. Preston. I am sure he is. 

Mr. PoorMAN, I am talking of the physical movement. 

Mr. Patmer. There is a lot of specialized mechanical equipment. 

Mr. PooRMAN. We have reconciled our differences here. Mr. Palmer is talking 
in terms of some specialized equipment that is more or less a fixture and where 
it would need to be removed and reinstalled. I was talking in terms of moving 
bodies and office equipment. Mr. Palmer’s evaluation of moving present special 
equipment which would be augmented by others NBS would arrange to acquire, 
is in the order of $214 million. 

Mr. Poorman. That is right. That is where the $3.5 million came 
from. 

Mr. Preston. We are not talking now about $3.5 million. 

Mr. Poorman. No. It is the increase on the $40 million, actually. 

Mr. Preston. It is more than the $17.7 million. There is a $3.3 
million increase in utilities. : 

Mr. Poorman. That is for the layout of the site. 

Mr. Preston. How does this site vary from any other site? This 
is said to be an excellent site topographically. 

Mr. Poorman. This is an excellent site. Dr. Astin pointed out the 
desirability of these wing-type buildings. They cover somewhat more 
land than the more compact type that we had in mind at the time we 
put the $40 million estimate together. 


RESPONSIBILITY FOR CHANGING DESIGN 


Mr. Preston. Dr. Astin, are you responsible for this major increase 
by changing your designs? 

Dr. Astin. I think our visits to the industrial laboratories probably 
is, because our ratio of - 4 area to gross square feet is approxi- 


mately 50 to 55 percent. e balance of it, the so-called waste space, 
is used in terms of the transmission of mechanical facilities. 

Mr. Preston. Just a minute, you are getting off the track a little. 
Let us get back to the question. To what extent do you feel the Bureau 
of Standards is responsible for this terrific increase in estimate? 

Dr. Astin. This is difficult to say because I am not an expert on 
sosts and somewhere or other between us and the PBS we got off im 
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indicating what factors one should use for assignable space to gross 
when we go from offices to laboratories. 

Mr. Preston. Mr. Poorman, you indicated that you were not fa- 
miliar with the nature of these facilities, and that you visited other 
laboratories. 

Mr. Poorman. I said that Dr. Astin and the architect had visited 
a number of laboratories in conjunction with this plan you have now. 

Mr. Preston. They are the ones who visited the Savannah plant? 

Mr. Poorman. The plants that I named, these plants were labora- 
tories designed by the architects selected for this job, and they and 
Dr. Astin visited them as a preamble to the design. 

Mr. Preston. This was after you testified oe the committee last 

ear ¢ 
. Dr. Astin. Yes. We had done none of this visiting until after the 
architects had been selected. 

Mr. Poorman. Mr. Chairman, if the time cycle had permitted and 
we had known what we know now, Dr. Astin’s people and our people, 
by virtue of having made visits prior to last year’s presentation, may 
have picked up this very drastic dissimilarity between conventional 
space and laboratory space. It came as a complete surprise to us, 
as I am sure it must have to Dr. Astin, to discover the relatively low 
net to gross in these new laboratories. I do not know what the net 
to gross is in Dr. Astin’s buildings now. 

r. Astin. Around 70 percent. 

Mr. Poorman. Then here is in the order of 15 to 20 percent varia- 
tion in net to gross from present facility to proposed facility. 

Mr. Preston. We will recess until 1:30. 


AFTERNOON SESSION 
COMPARISON OF NEW AND OLD ESTIMATES OF COST 


Mr. Preston. The committee will come to order. 

Mr. Poorman, do you have a breakdown of the increases in the esti- 
mate made today as against the estimate made a year ago? 

Mr. Poorman. Yes. 

Mr. Preston. Would you let me have the breakdown, please? 

Mr. Poorman. It is in minimum detail. We will be glad to supply 
the additional information if the committee desires it. 

Mr. Preston. We will insert the tabulation in the record at this 
point. 


89841—57——_14 
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(The tabulation referred to is as follows :) 


National Bureau of Standards new facilities, Montgomery County, Md. 





PBS Present Increase Remarks 
7-13-55 estimate 


$750, 000 
ID 5.2 ik tics fn mites 33, 627,000 | 51, 325, 000 
Site development __-_____- 600,000 | 2,040, 000 


We tao se coe sese* 865,000 | 4,170,000 
Survey; ete. ......-2....... 200, 000 250, 000 
Furniture and equipment__ 20, 460, 000 
A-E eiaie-iastiis 540, 000 


Hold pending final settlement. 
555,000 increase gross square feet.! 
More buildings, railroad, and greater 

dispersion.! 
Power station and greater dispersion,! 
Change in scope. 
Not in PBS estimate. 
Not in PBS estimate (equipment). 
Obenee in scope.! 

do 


5 
5x 


8 3: 
BEfSs5 = 


233233 22. 


Contingencies__ 1, 800, 000 3, 000, 000 
Architectural other than 1, 530,000 | 2, 415, 000 

equipment. | 
Government costs.._--.._.-- 628, 000 860, 000 232, 000 Do.,! 


Total _...............} 40,000,000 | 85, 810, 000 45, 810, 000 











? Approximate 8 percent increase in construction costs (1955-57): 
Prelim- 
inary cost 
Site__. sahietihca itt ie mila 
Ot Gases oi Ld 
ee a eon 
PBS and Bureau of Standards cost 
Ne erica ie tiiead ehhh hired cule ih oe thee hoot hens betinchenantceyeas ones Ue 


Mr. Preston. We have already discussed the additional gross square 
feet ? 
Mr. Poorman. Yes. 


ADDITIONAL BUILDINGS 


Mr. Preston. Under the item of “Site development,” there is an 
increase of $1,440,000. You indicate in the statement that there are 
more buildings involved. How many more buildings are involved 
than were contemplated in the estimate presented to the committee 
a year ago? 

Mr. Poorman. May I ask for access to that testimony? It was 
stated in the testimony. 

Mr. Preston. Do you mean the testimony of last year ? 

Mr. Poorman. Yes. 

Mr. Preston. Perhaps we had better have the architect come up 
to the table. 

Mr. Poorman. I think it would be better if you did. It is due to 
the wing-type approach that Dr. Astin referred to earlier. The rail- 
road spur itself is also a significant contributing factor. 

Mr. Preston. Will you give your name for the record, please? 

Mr. Smiru. Perry Coke Smith. 

Mr. Preston. And your firm, Mr. Smith? 

Mr. Smiru. Voorhees, Walker, Smith & Smith. 

Mr. Preston. Mr. Poorman, can you answer the question about the 
different number of buildings? 

Mr. Poorman. The hearings last year indicated a main building, a 
powerhouse, a radioactive building and 9 miscellaneous buildings, to- 
taling 65,000 square feet, and a garage. 

The facilities on which the present estimates are predicated repre- 
sent 20 buildings. 
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Mr. Preston. It was your testimony this morning that there were 
only about 80,000 additional square feet above what Dr. Astin contem- 
plated last year. 

Mr. Poorman. Dr. Astin indicated a nominal increase in the net 
assignable space. 

Mr. Preston. A lot of the difference between the net : nd gross comes 
from the fact you are having separate buildings instead of one or two 
major buildings? 

Dr. Astin. I do not think that is a factor in the increase of the 
ratio of gross square feet to assignable square feet. 

Mr. Preston. Where is this area taken up—in the walls? 

Dr. Astin. Part of this change can be seen from a typical cross 
section of the standard building wing. I have before me a diagram 
showing that that consists first of all of an overall width of 55 feet 
with a Libtuntes's width of 24 feet, a corridor width of 7 feet, and an 
office width of 16 feet. In between the laboratory and the corridor is 
an area of 3 feet, which is used for bringing mechanical services into 
the laboratory. This is in line with eke laboratories. There are 
also similar spaces of about a foot in width on either wall. The over- 
all cross section of this type of standard structure gives 73 percent of 
this area as assignable area, and then there are other things such as 
major mechanical facilities, toilets, stairs, and so on, which reduce 
that figure down to 55 percent, which is our overall average. It is on 
this type of design ant’ its relationship to modern laboratories desi 
that Mr. Poorman and I feel our architects are most qualified to speak. 

My request to the Public Buildings Service is substantially this: 
We want a modern laboratory designed in accordance with modern 
practices, and it is from this point of view that the Public Buildings 
Service has instructed the architect to proceed with this planned 
development. 

Mr. Preston. At the time you came up last year you had not talked 
to anyone but the General Services Administration ? 

Dr. Astin. That is correct. 

Mr. Poorman. Mr. Chairman, may I lay the groundwork for bring- 
ing the architect into the picture ? 

Mr. Preston. Yes. 


RATIO OF GROSS SQUARE FEET TO ASSIGNABLE SQUARE FEET 


Mr. Poorman. In a discussion at lunch the Bureau of Standards’ 
representatives told us that the net to gross of their present opera- 
tions out there—which admittedly is very crowded—is on the order 
of 68 percent. The architect has furnished a tabulation of eight of the 
more recent commercial laboratories that they have been associated 
with, which indicates a net to gross varying from a low of 49.5 percent 
to a high of 57 percent. They are prepared to discuss the character- 
istics of laboratories, and in that connection I think the committee 
will be pleased to hear we sent questionnaires to 27 of the firms which 
we could establish had specialized in the field of laboratories and 
approximately 20 of those firms—and I can give you the exact number 
if you wish—returned the questionnaires. A 5-man committee com- 
prised of 2 people from the Bureau of Standards and 3 people from 
the GSA made the selection of the firm. It was predicated on their 
particular qualifications in this field, and it is for that reason we be- 
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lieve they can best answer any questions relating to the uniqueness: 
of the sabcodter's design. 

Mr. Preston. Mr. Smith, we will be glad to have you comment 
on this phase of the hearing, particularly concerning the space problem.. 


STATEMENT OF ARCHITECT 


Mr. Smiru. I think the fundamental difference in ordinary com- 
mon space such as is used in an office building and laboratory space: 
is that laboratory work is done in partitioned laboratories for rea- 
sons of safety. In a bench laboratory there is little wide-open space.. 
In consequence, it requires corridors to feed these spaces, and in addi- 
tion to that rather large areas for the mechanical services because the: 
mechanical services are quite heavy. 

In a laboratory the air that is exhausted by the fume hoods is in 
very large volume and consequently the air supply is much larger 
for a laboratory air-conditioning system than it would be for ordinary 
use. The pipe services are multiple, and that ratio that Mr. Poorman 
cited is common in our practice of industrial laboratories for those 
reasons. 

We have done something in excess of 10 million square feet of labo- 
ratories and 50 percent is a pretty good average on that. We used 
it commonly as a preliminary measure of efficiency. Now, in spaces 
that are not bench laboratories space, such as shop space, quite different 
things obtain. A different ratio obtains. That is all in the average. 

Mr. Preston. Thank you, Mr. Smith. 

So, actually, Dr. Astin, there has been a complete revision of your 
thinking about the nature of the building which we considered last 


year. Instead of a major building, one building, you are now thinking 
in terms of a number of buildings. 
Dr. Astmn. Yes. 


ADDITIONAL COST FOR UTILITIES 


Mr. Preston. I would like to have some explanation of the addi- 
tional cost of $3 million charged to utilities and greater dispersion. 
Who would be the appropriate one to talk on that? 

Mr. Poorman. I have the breakdown here. We had again no site. 
I might ask Mr. Palmer if we did not use a flat percentage for the 
$865,000 that we included in the estimate, lacking any site informa- 
tion at all. 

Mr. Patmer. That is right. 

Mr. Poorman. The breakdown as developed by the architect for 
the specific site is composed of major items such as the water supply, 
$263,000; storm sewers, $434,000—and normally we would not antici- 

ate an item of that magnitude in a rural area—sanitary sewers, 

176,000; a laboratory sewer which could be construed to be peculiar 
to the building rather than a routine utility item, $186,000; a fire dis- 
tribution system, $167,000; steam, $525,000; cooling water, $588,000 ; 
electric, water, and lighting—and it is my understanding there is a sub- 
station there with a value on the order of $500,000 and some off-site 
work totaling $275,000. That is an extension of the water and sewers 
to probably tie into the Washington Suburban Sanitary systems, mak- 
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ing a total of $4,170,000 as compared to a previous estimate of 
$865,000. 

Mr. Preston. It is obvious what you gentlemen gave us last year on 
this item was simply—and I do not know whether to call it an edu- 
cated guess or whether you just took some yardsticks you might have 
used previously and applied it to this figure of $40 million, not. know- 
ing where the site was going tobe. That isa terrific disparity between 
the 2 estimates. 

Mr. Poorman, Sir, again, I am not begging off on this thing, but 
whether you charge a laboratory sewer and steam and cooling water 
in one place or another is in part a matter of choice. 

Mr. Preston. And if you put the storm sewers under site develop- 
ment it would run that up higher. 

Mr. Poorman. Yes. 


ARCHITECTURAL FEES 


Mr. Preston. Why are the architectural fees up? 

Mr. Poorman. The $540,000, sir, is associated with the $20,400,000 
item which never appeared. That is the item that Dr. Astin said 
last year represented approximately half the cost of construction. 
You asked categorically whether that could be improved upon and 
he said past experience indicated that it was in the order of half. 

Mr. Presron. Your estimate on architectural costs, other than 
equipment, was $1,530,000 last year. It is $2,415,000 this year. 

Mr. Poorman. That is a function of the increased scope, utilities 
and buildings, and it includes incidentally the postcontract expendi- 
tures in checking shop drawings and other activities which would be 
their responsibility under their contract. 

Mr. Preston. Does the figure of $2,930,000 represent the $930,000 
appropriated last year and the $2 million requested this year? 

Mr. Poorman. Yes. We have not deposited the entire $750,000, but 
it is still being held in case. 


EFFECT OF DEFERRAL ON PLANS 


Mr. Preston. Mr. Smith, suppose we appropriate the $2 million re- 
quested this year, and final planning proceeds, and the Congress does 
not see fit to appropriate the money for construction for a period of 
3 to 5 years, how much of the planning will be lost ? 

Mr. Sairu. I think much of it would be Jost, Mr. Chairman. In 
the process of laboratory design and in the development of require- 
ments, plans cannot be put on ice for too long before major revisions 
are necessary. 

Mr. Preston. Just take a rough guess as to what percentage you 
think would be lost. 

Mr. Smirn. Probably 20 to 25 percent in 3 years. 

Mr. Tuomas. Mr. Smith, I am sure your firm has enjoyed participa- 
tion in several of what we in Government call advanced planning 
projects. 

Mr. Surrn. Yes. 

Mr. Tuomas. We have had 3 in the last 10 years by various cities, 
towns and communities. They would have plans and specifications 
drawn up for schoolhouses, water systems, street systems, and so 
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forth, but they could not put them into execution. The purpose of 
it was to have a backlog of those plans. Now, it setalale was not 
the contemplation of the architects of the country who were very 
much behind those programs and who were very strong advocates for 
the passage of them, that the plans and specifications so drawn were 
only going to last 2’ or 3 years, or would deteriorate and have to be 
changed. Why so in this regard here ? 

Mr. Smirn. Mr. Congressman, I think this is the difference. If I 
understood the question, it was detailed working drawings plans, 
plans for actual construction of this which is different, I think, from 
general city plans. 

Mr. Tomas. The land is not going to change; the buildings are not 
going to change; you are going to” operate “under the same plans: 
so how are they going to change! 

Mr. Smiru. The change generally comes in the disposition of owner- 
ship. 

Mr. Tuomas. The Government owns the land. 

Mr. Smirn. I mean the disposition of the user, Mr. Congressman. 
After we have sometimes abandoned a plan for industry and have re- 
sumed the plan after some years—which we do often for the tele- 
phone companies—those plans are radically changed, often radically 
changed because requirements then become different over the passage 
of time. 

Mr. Tuomas. What you are saying then is that if this agency of 
the Government changes its mind in regard to the use of a certain 
building, then you will have to change the plans accordingly ? 

Mr. Smarr. That is it. 

Mr. Tuomas. If they do not change their original purpose then the 
plans are O. K. 

Mr. Sorru. That is correct. 

Mr. Tuomas. That is quite different from what you said a while 
ago. 

Mr. Suetiey. Mr. Smith, would it then be proper to draw this con- 
clusion—that if you have that much change in plans over a 3- to 5- 
year period, how much change would be necessary from time to time if 
the building were constructed and the full amount apropriated? How 
much change would there be over a 3- to 5-year period then ? 

Mr. Saurus. Not very much because then the building is an actual 
fact and it is more difficult to make changes in an actual building than 
it is to make changes in plans. 

Mr. Sueviey. In other words, the plans are drawn up for one type 
of building and it is built, and the user is stuck with it and he goes 
along and makes the best of what he has regardless of changes in 
equipment that may come during that 5-year period; is that. your 
answer ¢ 

Mr. Suiru. Yes; that in effect is my answer. 

Mr. Sueuixy. But if the money is only partially appropriated so 
that the building cannot be built for from 3 to 5 years, then from your 
position is it advisable then to bring the plans up to date to the ideas 
of that moment rather than going ahead with the 3- to 5-year old 
plans? 

Mr. Smirn. That is the general experience. May I say this, that 
3 to 5 years would not put the plans out of fashion, so to speak, tech- 
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nically. We have recently examined a number of laboratories that 
we had done up to 15 years old, and there is no obsolescence particular- 
ly in the design. We want to get that clear, sir, if you do not mind. 

Mr. Preston. You have answers on both sides of it now, Mr. Smith. 

Oftentimes when a man who is expert in his field is talking to a 
layman there is not always a complete understanding of the lan- 
guage of the two. We recognize that fact. I keep learning new 
terms here as we deal with these things. 


GOVERNMENT OBLIGATIONS TO DATE 


Now, to what extent are you obligated in this venture financially, 
Dr. Astin? What sort of contracts have you made with engineers 
and architects ¢ 

Dr. Astin. All of these contracts have been handled by the Public 
Building Service, and I think that Mr. Poorman can answer that. 

Mr. Poorman. We have posted with the courts for land, $466,825. 
We have a contract with architects in the amount of $80,000, and there 
has been probably $30,000 or $50,000 in soil surveys, and things of 
that nature. The last is an approximation. We talked $30,000 last 
year, as you recall. We have done some work which has been 
charged against the job. 

Mr. Preston. This contract with the architect is a limited contract? 

Mr. Poorman. We have a contract for the complete design but it is 
broken so that we have picked up this portion of it only, and this is 
the only obligation or commitment that there is. The contract is 
designed assuming we get money under this appropriation, so we 
could pick up the next segment of it. 

Mr. Preston. We ask this question regarding all contracts, Mr. 
Smith; so you will understand that we are not aiming at you. 

Mr. Smiru. I understand. 


ARCHITECTURAL FEES 


Mr. Preston. What is the proposed architectural fee if the build- 
ing is constructed ? 

Mr. Poorman. I think it is within one-tenth of a percent of 4 per- 
cent. It would be 3.9 percent one way or 4.1 the other, depending on 
exactly what is built. It is a very equitable fee, by the way, for a 
facility of this type. 

Mr. Preston. It seems to me from my recollection it might be lower 
than most fees. I do not think anybody will suffer. 

Mr. Poorman. Off the record. 

(Discussion off the record.) 


TOTAL COST OF PROJECT 


Mr. Preston. Now, Mr. Smith, we recognize you as an outstanding 
authority in the field of architecture and design. The figure has been 
given us today of $85 million to construct this facility. What, in 
your judgment, will be the final figure ? 

Mr. Snrru. I would have to believe that it would be that figure 
because that is the honest effort that we have put into the develop- 
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ment of this thing to this stage. I think it is an accurate description 
of the limits within which this design may finally be developed. 

Mr. Preston. Are the specifications in such shape that a positive 
firm figure can be given us of $85 million? 

Mr. “Poorman. May I answer that? The general quality of con- 
struction is understood, and subject to other than a runaway construc- 
tion market we would anticipate living with it. We are living with 
an estimate which was put together for a State Department facility 
about 3 years ago. I want to insist that both Dr. Astin and our selves 
have every intention of striving to keep these costs to a minimum. 
We, from an overall standpoint, and he, from a functional require- 

ment standpoint. Do you buy that, Dr. Astin? 

Dr. Astin. I do. 

Mr. Preston. I think the agencies of the Government should exer- 
cise greater care in coming to Congress and presenting their original] 

estimates. We have seen this happen before. Just because we buy 
land, it does not necessarily follow we are going to build a building. 
We bought some land for the purpose of the Burke Airport, and there 
is no Burke Airport out there. I do not know whether there will be 
a new Bureau of Standards building. This thing has brought a new 
question up that will have to be considered. 

Mr. Poorman. Again, for the record, our preference is to develop 
these in greater detail than was permissible within the time last year. 
Tam talking perhaps in part for Congressman Thomas’ benefit, since 
he is the chairman of our own Appropriations Committee, but we have 
developed those rather concisely. This is a very unique situation and 
do not think it has been duplicated in anything else that we have 

one. 

Mr. Preston. I think in the future if you have a tough problem to 
deal with it would pay you to get some technical advice, so that we 
could have a better figure. 

Mr. Poorman. We understood that was the purport of your action 
last year. We do not normally have funds to employ an architect ye 
advanced planning work of this type. This was $80,000 out of $ 
million, which is a comparatively nominal expenditure to get a defini 
tive drawing to start from. 

Mr. Preston. But there are sources that you could go to for off- 
the-cuff advice. 

Mr. Poorman. Yes. 

Mr. Preston. And I dare say that Mr. Smith would be glad to give 
a little special advice since he is called upon so often by the Govern- 
ment because of his capabilities and the capabilities of his firm. 

Mr. Poorman. We readily admit that the entire profession had 
been most willing to help us in any way they could. 


FUNDS OBLIGATED 


Mr. etrats What is your unobligated balance of your $900,000 
last year? TI did a little mental arithmetic. Do you have $700,000 
obligated or $650,000 ? 

Mr. Poorman. I would say $600,000 is about it. I would rather 
give you that closer. The land is denitely $466,000 deposited with 
the courts. The architect-engineer contract is $80,000, and there is 
in the order of $50,000 for other. 
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Mr. THomas. If we abandon the contract we are only stuck for 
$600,000. Mr. Smith said that the plans would be no good after 3 
years. It would be best to kiss it all goodby right now and then when 
money loosens up come in here again. 

Mr. Poorman. Sir, you people are in a far better position to evalu- 
ate the urgency of Dr. Astin’s program. 


POSSIBLE REDUCTION OF COSTS 


Mr. Tuomas. Mr. Smith, we have not the slightest doubt that it is 
your observation that $85 ‘million is enough. We agree with you. 
The question is, how much can you take off when you rework it a second 
time and how much can you take off when you rework the plans a third 
time. The first time you take all the lace out. The second time you 
take all the gingerbread out, you take all of the wasted space out, and 
you narrow the corridors. The offce building is not quite as spacious 
and the laboratories are not quite as big. You will put a little terrazo 
in there rather than some more expensive material. How much can 
you cut this and still have a usable, functional building? Can you 
not cut it 25 or 30 percent ? 

Mr. SmirH. I do not think in that order. 

Mr. Tuomas. You have done a lot of projects. 

Mr. Smirn. Yes. 

Mr. THomas. You have done them for industry, you have done them 
for the municipalities, and you have come in with a plan. 

What can you do here? We are not going to try to build any work 
of art out there that is going to attract everybody in the United States 
to come out and look at the beautifully planned building. Ww e want a 
functional building that is going to stay there for 50 or 75 years and 
is going to be useful, with no gingerbread in it, no wasted space, no 
fine materials, but good mater ials. “How much can you knock off here? 

Mr. Sairu. I do not think, sir, that I could name any amount be- 
cause the estimate is based on a standard building without any ginger- 
bread. 

Mr. Tuomas. Have you ever seen any quick plans which, if they 
were reworked and reworked could not ‘be reduced, where you could 
come up with a reduced price and a better job? 

This committee has considered funds for a lot of buildings around 
here, and we are not virgins in the forest in this construction business. 

Mr. Suiru. One always improves, we hope, the plans and designs 
we are working on, but whether one improves the estimate is another 
thing. 

Mr. Toomas. You can do that also. 

Mr. Suirn. We are trying, and I think we feel we have been pretty 
successful in this thing in putting a price tag on a job as large as this. 


COST PER SQUARE FOOT 


Mr. Tuomas. How many square feet are in your plans now? Is that 
figure 1.1 million? 

Mr. Smirx. There is a total gross area of 2,163,000. 

Mr. Tuomas. 2.1 million ? 

Mr. Smirn. Yes, sir. 
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Mr. Tuomas. What is your cost per square foot ? 

Mr. Poorman. $23.70. 

Mr. Txomas. That is rather expensive for any kind of building; 

it not? Much less a laboratory, or just an or dinary building ? 

Mr. Smrrn. That is a rather low unit cost for a laboratory, sir. 

Mr. Tuomas. Your best hospitals in the country do not cost us that 
much. And your best office buildings do not cost that much. 


POWERPLANT 


Mr. Poorman. Sir, they have a powerplant in there that is worth 
$3 million. 

Mr. Tuomas. You have $25 million for tools and facilities. Where 
are you charging your powerplant ? If you do not know any more 
now than you 1 did the last time you were here, you do not know where 
you are charging the plant. 

Mr. Poorman. It is charged to the cost of the building in this esti- 
mate, sir. 

Mr. Tuomas. I have no further questions, Mr. Chairman. 

Mr. Preston. Mr. Horan? 

Mr. Horan. Mr. Chairman, I just wonder if we were not to allow 
the entire sum, what they would eliminate. 

Do you have to have your own powerplant there? In other words, 
cannot your utilities be purchased ? 

Why do you have to have your own powerplant ? 

Mr. Poorman. Sir, the item I had reference to a moment. ago is a 
boiler plant, and we would have to have that according to my under- 
standing. I think Mr. Smith may speak better to this, but there is a 
proposal to have a certain standby electrical facility. 

Mr. Smirn. That is right. 

Mr. Horan. Is that considered an essential to the functioning of the 
Laboratory itself? 

Mr. Smirn. I would rather Dr. Astin would answer that. 

Dr. Astin. Well, it is essential to duplicate the sort of standby serv- 
ice we have now. We are fed from three major power sources at our 
present facility so that if one major input fails we have another in- 
put coming in as well. 

Mr. Horan. I have the same feeling as the chairman, and I think 
it is justified, and it is almost the solar plexus of the thing, because 
it is such an increase over what appeared to be a rather firm estimate 
last year. 

Dr. Astrn. Yes, sir. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Preston. Well, gentlemen, thank you very much for the inter- 
esting hearing. Thank you, Mr. Smith, for appearing on this matter. 

Dr. Astrx. Thank you, gentlemen. 


AMENDMENT TO BUDGET SUBMISSION REGARDING THE CIVIL AERONAUTICS 
ADMINISTRATION AND THE MARITIME ADMINISTRATION 


Mr. Preston. Mr. Nielson, do you have something to call to the 
attention of the committee at this time? 

Mr. Nretson. Yes, sir, Mr. Chairman. The President has trans- 
mitted this communication, which is House Document 116, which 
amends the Commerce budget submission. 
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It includes an increase of $25,500,000 in the estimates of the Civil 
Aeronautics Administration, and a decrease of $25,500,000 in the esti- 
mates of the Maritime Administration. 

Mr. Preston. All right; Mr. Nielson ; thank you. 


Wepnespay, Marcon 13, 1957. 
UNDERSECRETARY FOR TRANSPORTATION 
WITNESSES 


LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

JAMES T. PYLE, ADMINISTRATOR, CIVIL AERONAUTICS ADMINIS- 
TRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


STATEMENT OF THE UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Preston. The next order of business of the committee is to 
hear the Under Secretary of Commerce for Transportation, Mr. Roths- 
child, who will discuss several programs under his general area of 
supervision. 

We are glad to have you with us, Mr. Rothschild, and we shall hear 
you at this time. 

Mr. Roruscuity. Mr. Chairman, I am delighted to be here with you 
and your subcommittee. I have a statement which I should like to 
have made a part of the record, and I would like to spe»k informally 
to that statement, if that is agreeable with you, sir. 

Mr. Preston. Very well, sir. Will you submit your statement for 
the record ¢ 

Mr. Roruscuinp. Yes, sir. 

(The statement referred to follows :) 


STATEMENT By Louis S. Roruscuitp, UNpeR SecRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Chairman and gentlemen of this committee, since the time of my last 
appearance before you, there has been much activity toward developing and 
realizing our transportation programs and policies. I should like, at this time, 
to review this activity for you, and to discuss several items which I believe de- 
serve your special consideration. 


CIVIL AERONAUTICS ADMINISTRATION 


Last year we presented to the Congress a plan for a 5-year expansion of the 
airways system estimated to cost $246 million over that period. Your action on 
our appropriations indicated your approval of the substance of the plan. Sub- 
sequent events led us to propose a speedup of the plan to 3 years, by means of 
supplemental appropriations, which was approved by the Congress. In August 
of 1956, the Air Coordinating Committee came to an acceptable solution of the 
VOR/DME-Tacan problem, requiring further amendment to the airways plan. 
Today, we are talking about a short-range airways plan of approximately $452 
million. In addition, we have extended the plan through 1962, and estimate a 
cost of $810 million for the 6-year period, 1957-62 inclusive. This plan includes 
more accomplishments in a shorter period of time than was visualized just a 
year ago, but we believe this rate of expenditure not only feasible, but necessary 
to keep abreast of developments in the air-transportation field. 
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Coordination of plan 


As Secretary Weeks told you, this plan has been fully coordinated with all other 
yovernment agencies through the Air Coordinating Committee, and was reviewed 
by the Curtis Committee which informed us that the plan was in no way in 
conflict with their longer range thinking. All possible advantage is being taken 
of air-defense radar by means of a standing interagency committee to achieve 
joint use of radar data. The SAGE project is being monitored by resident 
engineers of the CAA who are studying possible adaptation of developments there 
to civil-aviation uses. 

VORTAC 

A few comments on the VOR/DME-Tacan problem are in order at this time. 
The solution adopted by the Air Coordinating Committee will utilize the existing 
civil VOR—Very high frequency omnidirectional range—and the military Tacan 
located together to form a VORTAC facility which will be the basic short- 
range navigation aid for the United States. Civil aircraft and some military 
aircraft use the VOR for directional guidance and will use the distance measuring 
portion of the Tacan for distance information. Tactical military aircraft will 
use the full Tacan for both directional and distance information. This compro- 
mise was adopted, after considering all technical and economic factors, as the 
most practical solution of the Nation’s needs. 

Up to now, I have commented on the airways plan which constitutes the bulk 
of our expenditure requirements. We must not overlook the fact that the same 
demands requiring expansions and improvements in the airways systems also 
result in heavier demands on other activities of the Civil Aeronautics Admin- 
istration. Newer and bigger aircraft, improvements in maintenance and opera- 
tional procedures, airport construction activity, expansion of necessary research 
and development activity, and the increased use of airports operated by the Civil 
Aeronautics Administration, all require more people, more facilities, and more 
dollars. These programs will be explained in detail by others, and I will limit 
my comments to the point that all these requirements stem from the same set of 
circumstances—the continued and rapid growth of the aviation industry. These 
programs have all been reviewed in relation to each other and a sincere attempt 
made to present a balanced overall program. 

I have talked previously about our plans through 1962. Plans beyond that 
date must remain flexible until a number of present unknowns become more clear. 
It is almost a certainty that electronic equipment developments will make some 
degree of automation possible in traffic control and perhaps even in aircraft 
operation. As these things are developed, they must be evaluated and a decision 
made as to whether or not they can be economically adapted to our use. Cer- 
tainly, if they are found to be usable, we will do our utmost to blend them into 
our system in the most practical and economical manner: 


User charges 


One additional word on the cost of aviation programs is pertinent. In the 
past, several studies have been made on the subject of aviation user charges. 
We have taken another look at this problem, and believe that a user charge 
system is feasible. We expect to have a proposed course of action on this 
subject developed in time for presentation to this session of the Congress. I 
cannot, at this time, forecast the details of this proposal, but I believe a workable 
program can and will be developed. 


MARITIME ADMINISTRATION 


The budget estimates for Maritime activities reflect substantially a continua- 
tion of the various programs being carried on in the current fiscal year. One 
development of major significance in the merchant marine during the past year 
has been the great increase in the construction of tankers. On December 31, 
1956, there were a total of 65 ships on order or under construction in the Nation’s 
shipyards compared to 32 ships under construction at the end of 1955. 


Ship-replacement program 

The Maritime Administration has continued to push for the replacement of 
war-built cargo ships. Negotiations have reached the stage where construction 
contracts are practically assured for 21 new cargo ships before June 30, 1958. 
Funds are available in prior appropriations for all but four of these ships. 
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The 1958 budget estimate provides funds for the construction of 2 cargo ships, 
1 ore carrier, and 1 large passenger ship. The passenger ship contemplated 
will be a sister ship to the steamship United States as a replacement for the 
steamship America. Other ship-construction funds requested provide for the 
acquisition of the old ships being replaced, for research and development, with 
emphasis on solution to the many problems inherent in the development of 
nuclear energy for the propulsion of merchant ships, and for the conversion 
of an additional reserve fleet ship to improve propulsion equipment using con- 
ventional sources of energy. 
Operating differential subsidies 

The funds requested for the payment of operating-differential subsidies are 
slightly less than the appropriation for the current year. This reduction is the 
result of the progress made in liquidating backlogs of subsidy payments due 
and of the generally prosperous year enjoyed by the merchant-ship operators 
with the consequent increase in recapture. A change is reflected in the appro- 
priation language to increase the maximum number of voyages which may be 
included in subsidy contracts in order to cover pending applications for operating 
subsidy which we expect will be acted upon during the fiscal year. 


Salaries and expenses 


The request for funds for salaries and expenses which cover the normal 
operating cost of the Maritime Administration provide for a modest increase 
in staffing to cope with the increased workload. All phases of work pertaining 
to the active merchant marine have shown a sharp increase in the past year 
and the additional administrative staff is essential to a proper discharge of 
Maritime’s responsibilities. The backlog of preservation work which has existed 
in reserve fleets for the past 5 years has been virtually liquidated and the esti- 
mate of funds for that activity reflects a reduced staffing requirement. 


Maritime training 

Our request in 1958 for maritime-training funds totals $2,585,000 which is an 
increase of $444,300 over the base requirement after deducting certain nonrecur- 
ring items and savings resulting from a change in the method of feeding the 
cadets. 

This is the first budget estimate submitted since the enactment of Public Law 
415 of the 84th Congress, which established the training academy at Kings Point 
as a permanent institution. In past years, repairs to the physical properties 
and the installation of training equipment had been held to less than the amount 
required for adequate maintenance pending a determination as to the permanency 
of the institution. The Congressional Board of Visitors has noted this fact for 
the past several years and has repeatedly urged that more funds be made 
available. 

The request for Federal aid to the State maritime academies is in the same 
amount and contemplates that the same program will be carried out in the 
current year. 

BUREAU OF PUBLIC ROADS 
Federataid highways 

A total of $1,690 million is requested to be appropriated from the highway 
trust fund authorized by the Federal Aid Highway Act of 1956. These funds are 
required to pay the Federal share of construction and improvement performed 
by the States on the national system of interstate and defense highways, primary 
intercity and intrastate highways, and rural secondary or farm-to-market roads. 

In addition, provision is made for disaster assistance, construction of bridges 
over dams, advances to the States for acquisition of rights-of-way and construc- 
tion, administration, and research. 

During the 6-month period following approval of the Highway Act of 1956, 
contracts were advertised for $1,100 million in Federal funds for highway con- 
struction and improvement, $700 million of which related to the interstate and 
defense highway system. It is estimated that for all the Federal-aid systems, 
a total of $2,545 million will be obligated in Federal funds during the current 
fiscal year, and $2,976 million in fiscal 1958. 

It is expected that the rate of construction and improvement will progressively 
increase during the coming months. The Bureau of Public Roads of the De- 
partment is working with the States, particularly those facing difficulties in 
getting underway, in order to attain as nearly as possible the rate of acceleration 
contemplated by the Highway Act. 
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The 1957 appropriation from the trust fund will not be sufficient to reimburse 
the States for work completed during the entire fiscal year. In order to pay 
these bills and to provide for other elements of the Federal aid program, it will 
be necessary to request an additional $250 million for 1957. 


Forest highways 

The Highway Act of 1956 increased the annual authorization for this program 
from $22,500,000 to $30 million to accelerate improvement of the system to handle 
a greatly increased volume of traffic which now travels faster and carries heavier 
loads. 

The amount requested reflects increased payments in liquidation of contract 
authorization utilized in the expanded program. 


Inter-American highway 

The 1958 appropriation estimate for the Inter-American Highway represents 
the unappropriated balance of the amount authorized for this project by the act 
of July 1, 1955. The present estimate regarding completion of this highway is 
that upon the expenditure of all United States funds presently authorized there 
will be a passable highway, with permanent bridges, for the entire length of 1,573 
miles. Of this distance, 1,011 miles will be paved and 562 miles will have a gravel 
surface. In order to pave the remaining 561 miles, it will be necessary to request 
the Congress for additional funds at a later date. 


Public lands highways 

The 1958 estimate of $2 million for public lands highways is required for liqui- 
dation of contract authorization used to assist States with large areas of public 
lands in the improvement of sections of main roads which the States find it diffi- 
cult to finance otherwise. A supplemental amount of $1 million will be required 
in 1957. This amount, together with the 1958 estimate, would represent the bal- 
ance of the 1957 authorization and a portion of the authorization for 195s. 


WEATHER BUREAU 


In the budget request for the Weather Bureau, I should like to mention 
three items which I consider as deserving your special consideration: 


Demand for weather services 


First, the rapid growth and development of civil aviation has created re- 
quirements for new or improved weather services—requirements which cannot 
be met with the resources currently available to the Weather Bureau. These 
requirements and their causes are as follows: 

Jet aircraft—Scheduled for introduction into commercial use during 1958, 
these aircraft operate at much higher altitudes and have more critical landing 
and fuel-consumption characteristics than reciprocating-engine aircraft. Fore- 
casts of winds and weather conditions at these higher altitudes, and more precise 
advices of existing weather during landings are essential. 

International aviation.—New international routes are being established across 
the polar regions and oceans to Europe and the Orient for which the Bureau 
must provide weather forecasts and advices under international agreement. 
Some of these routes will originate at inland terminals where the Bureau does 
not now have facilities for serving international flights. Forecasts for these 
new routes can be prepared most economically by strengthening the information 
aviation forecast offices at New York and San Francisco and transmitting this 
material to the new terminals by facsimile. 

Congested airways.—The growing volume of commercial and private air traffic 
along the civil airways has focused attention on the need for continuous up-to- 
date weather information during flight. Expansion of the Bureau’s Flight Ad- 
visory Weather Service is a minimum requirement in this area. These proposed 
aviation weather services are an integral part of the Administration’s plans for 
improving facilities to increase the safety and efficiency of our air commerce. 
They are most essential and I urge your approval of this program. 
Operation of new facilities 

The second item concerns the operation and maintenance of some $10 million 
worth of electronic storm-detection and weather-observing equipment which the 
Bureau was authorized to purchase by the past Congress and which is now in 
the process of being installed. This modern equipment will be a great aid in 
rathering data and issuing forecasts and warnings of severe weather conditions. 





The equipment cannot be used, however, until funds are provided for its opera- 
tion and maintenance. 


Research 


The third item is the Bureau’s request for additional funds for research. 
Since I became the Under Secretary for Transportation, I have had occasion 
to review the research activities of the Weather Bureau in some detail. Ad- 
vances in weather service, as in other scientific activities, are very largely de- 
pendent upon the research effort made in the field. I am concerned to find that 
the amount of funds available to the Weather Bureau for research has been very 
limited for many years. Meteorological research outside the Government is also 
quite limited, there being no extensive private meteorological profession to 
sustain it. The total amount of meteorological research being done in this coun- 
try, therefore, is probably less than that being done in any other field of com- 
parable importance to our economy. This is not a very satisfactory state of 
affairs as there are some difficult and important problems concerning the weather 
which should be attacked immediately and vigorously. The additional research 
funds requested are to provide for the use of a higher speed electronic computer 
to be used in developing a promising new approach to weather forecasting by 
nu ca; m thods, and for the solution of complex problems associated with 
studies of severe storms and drought. This is a very modest request which 
should have your full approval. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


The Defense Air Transportation Administration is a small organization under 
my general direction, which is concerned with the development and administra- 
tion of preparedness measures for civil air transportation. As you know, this 
transport can be used for direct military support in a matter of hours, and can 
be shifted rapidly between domestic and international use. Under present plans, 
which must be constantly brought up to date, a large amount of civil airlift is 
incorporated into the Joint Chiefs of Staff war plans, and the remainder is 
planned to operate essential war-supporting services under a priorities system. 

We do not pian any change in the level of operation for DATA during 
fiscal 1958. 

CENSUS OF TRANSPORTATION 


One matter that I would like to call to your attention is the importance of 
undertaking a census of transportation. Such a census is authorized under title 
13, United States Code, and provision for a census program in transportation has 
been included in the proposed 1958 budget for the Bureau of the Census. 

We have thoroughly studied the need for this census, and recently released a 
report entitled “Program for a Census of Transportation,” which covers the 
subject in considerable detail. This program will be discussed before your 
committee by Mr. Mueller and the Director of the Bureau of the Census at a 
later date. 

The lack of adequate information concerning our transportation system has 
proven a serious handicap both in Government and industry. The proposed 
transportation surveys will close a number of gaps in presently available data 
and assist greatly in the full and proper development of transportation facilities 
and services of this Nation. 

In the development of our proposed program, we have had the full suport of 
the Interstate Commerce Commission, Bureau of Public Roads, Civil Aeronautics 
Board, Civil Aeronautics Administration, the Department of Agriculture, and 
other Government agencies, as well as many segments of private industry. I 
strongly recommend your favorable consideration of this program. 


Mr. Preston. You may proceed, Mr. Rothschild. 

Mr. Rornuscuiip. First of all, Mr. Chairman, and gentlemen, I 
should like to say that in the year that has intervened since our last 
appearance here we have been a little busy. We have expanded the 
transportation facilities of the Nation to a rather remarkable extent 
with the money which you made available to us, and we, naturally, 
have a great pride in our accomplishments although you, perhaps, 
will not agree with all we have done, but nevertheless we feel good 
about all of it. 
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FEDERAL AIRWAY PLAN 


You recall last year we presented to you a 5-year plan for expansion 
of the airways. That plan was estimated at that time to entail the 
expenditure of $246 million. You gave us all that we asked for, and 
then when we came back later with a supplemental request because of 
the various things that had transpired, asked for more money and 
told you at that time that we were proposing to condense the 5-year 
plan into a 3-year one, you were most agreeable to that as well. 

Now, today, we have added VORTAC to the original 5-year plan and 
have extended the 5- -year plan as originally conceived through 1962, 

So, we are now talking about a 6-year period of $810 million as esti- 
mated today. This of course contemplates a lot more than we w ere 

talking about a year ago, and I want you to know that before coming 
up here all of this planning has been coordinated not only through 
the Air Coordinating Committee, but we have discussed this with 
General Curtis, who is the President’s special adviser on air facilities, 
and we find it in consonance with his thinking. 

We are using on « joint basis the radar facilities of the milit ary and 
we are monitoring the use of SAGE to see whether or not that has an 
adaptation to civil air use. 


VORTAC 


I might say a word or two about VORTAC. You will recall that 
there was a ‘longstanding controversy raging between the military 
and the civil air interests as to the proper short-range navigational 
system. Well, finally, in August of last year, 1956, it was possible 
to resolve this controversy. The new system, a combination of the 
2 previously sponsored, 1 by the military and 1 by the civil side of 
Gover nment, and w hich will be known as VORTAC, was chosen, 
agreed to and adopted. I count that one of the accomplishments as 
my office during the year, and I would hope that you would agri 

‘Now, you have been very wonderful to us in providing us with 
money to buy equipment, and we think we have spent that rather in- 
telligently, but now that we have a good deal of equipment, we need 
some more money, of course. 

Mr. Tuomas. Do you need more money to buy more equipment? 

Mr. Roruscrip. To maintain the equipment, to operate it, and to 
provide aircraft with which to check it, to improve airports that are 
operated by the CAA, and all of this requires more people and, there- 
fore, more money. 

As the CAA program comes up, the officials of that administration 
will explain it to you in detail. 

We are still in, and I suppose always will be, a situation where this 
is such a fast-growing field, not only fast growing, in its size, but in 
its technological advances, that we will always be faced with an un- 
certainty as to what should be done. It is a matter of judgment and, 
oceasionally, Mr. Chairman, our judgments will be faulty and we 
have to come up and tell you that they have been faulty. 


USER CHARGES FOR USE OF AIR FACILITIES 


Weare happy to say one thing to you, however: We have been takin 
a hard look at the possibility of instituting user charges in the field 
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ef air facilities, and we believe that our studies are sufficiently far 
advanced so that we see a feasible way of adding user charges. 

Within the present session of the Congress we expect to be up 
here to give you our ideas as to how a substantial part of this money 
can be recovered through the medium of user charges. 

I would like to talk a little about the Maritime Commission, if I 
may, Mr. Chairman. 

Mr. Preston. Let me see. How many subjects are you to talk 
about ? 

Mr. Roruscuip. I am going to talk about the Maritime, the Bu- 
reau of the Public Roads, the Weather Bureau and the Defense Air 
Transportation Administration. 

I can cut this to a much shorter period if you so desire. 

Mr. Preston. I was trying to decide as to whether we should ques- 
tion you about CAA at this time, in order to have some continuity 
of the record. 

Mr. Roruscuitp. Whatever you like. 

Mr. Presron. I believe we had better do that since it represents a 
yery large mcrease. I know it will drag the hearings out some, but 
there are some questions which should be asked about the CAA 
situation. 

USE OF SAGE SYSTEM IN CIVIL AVIATION 


The Congress wants to know, and is going to want to know when 
this bill goes to the floor, how well we are integrating our civil and 
military aviation activity. We want to know something about how 
well we are going to use the military SAGE plan. 

You referred to it briefly in your statement. 

Mr. Roruscuriip. Yes, sir. 

Mr. Preston. It is a rather vague statement that you made about 
it, to quote: 

The SAGE project is being monitored by resident engineers of the CAA who 
are studying possible adaptation of developments there to civil aviation uses. 

Mr. Rothschild, what is the status of this SAGE project, and how 
does it affect civil aviation ? 

Mr. Roruscuip. I shall have to explain this in nontechnical lan- 
guage, Mr. Chairman, because I am not a technician. 

Mr. Preston. Well, that is what we want, 

Mr. Rotuscni. As I understand SAGE, and I have seen it on 
several occasions, it is a device developed by the military for auto- 
matically bringing our aircraft to bear on enemy aircraft in the least 
possible time and with the greatest accuracy. 

It consists of a huge radar assembly and computers which are 
hooked into the radar, and which automatically feed out to the various 
points around the country the information that would enable them 
to intercept enemy aircraft. 

In other words, the whole purpose of SAGE is to bring aircraft 
together, so that they can hit one another with ballistic missiles of 
one kind or another. 

Now, we are monitoring this to see if it is not possible to take the 
fundamental and underlying principles of SAGE which brings the 
aircraft together, and see if we just cannot turn the thing around to 
keep them apart, because our interest is just that. We do not want 
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to see them run together. It sounds very simple, but in its actual 

operation it is a lot more complicated than it appeared to be when 

we first looked at it. We are studying it, and frankly, we do not 

know enough about it right now to be able to tell whether or not this 

does have an application to the civil field. 

Mr. Preston. Is the Air Coordinating Comimttee studying it? 

Mr. Roruscuip. No, sir. 

Mr. Preston. Who is studying it? 

Mr. Roruscump. The Civil Aeronautics Administration is studying 

it. 
Mr. Preston. I have some questions on that point, but I think I had 

better wait and propound them to Mr. Pyle. 


INCREASE IN CAA BUDGET 


Now, Mr. Rothschild, I think the committee would like to know 
something further about this budget, and how it was developed. It 
is obvious that expenditures in the field of civil aviation are going to 
grow by leaps and bounds in the future, due to the rapid changes in 
civil aviation. 

You spoke in terms of a billion dollars in the next 10 years; did you 
not ¢ 

Mr. RoruscuiLp. $810 million by 1962. 

Mr. Preston. It will involve that much by 1962? 

Mr. Roruscutip. Yes, sir. 

Mr. Preston. It is a 6-year program ? 

Mr. Roruscuiip. Yes, sir. 

Mr. Preston. And that is not, of course, in terms of the whole 
program, but that is for certain aspects of it ? 

Mr. Roruscuitp. That is for hardware. 

Mr. Preston. Hardware only ? 

Mr. Roruscum. Yes, sir. 


CAA BUDGET REQUESTS AND ALLOWANCES 


Mr. Preston. How much did CAA request of your office this year? 

Mr. Roruscuitp. Mr. Nielson, do you have those figures ? 

Mr. Nretson. Yes, sir. 

Mr. Chairman, the total request submitted to the Department was 
$403,086,000. 

Mr. Preston. How much did the Department of Commerce 
approve ¢ 

Mr. Nretson. The Department of Commerce approved $396,198,000. 

Mr. Preston. And how much did the Bureau of the Budget allow? 

Mr. Nretson. $385,050,000. This is prior to the adjustment which 
T mentioned to you earlier. 

Mr. Roruscuitp. You want to add $25.5 million to that last figure, 
Mr. Chairman. 

Mr. Preston. For the VORTAC ? 

Mr. Rornscuip. Yes, sir. 

Mr. Preston. So, we actually have a request for $410,550,000 ? 

Mr. Roruscuiiy. That is correct, sir. 

Mr. Preston. That amount comes out to a larger figure than CAA 
originally requested ? 
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Mr. Roruscuitp. No, sir; it comes out toslightly less, Mr. Chairman, 
because the $25.5 million had been contemplated at one time to be in a 
1957 supplemental. So, in order to get those figures all the way 
through there in their proper order, you would want to add $25.5 
million at all points. 

Mr. Preston. I see. 


VORTAC FINANCING 


Mr. Rothschild, do all segments of civil aviation and military avia- 
tion agree now as to the use of VORTAC? 

Mr. Roruscuinp. Yes, sir; there is unanimous agreement—there 
must be unanimous agreement for action by the Air Coordin: ating 
Committee, Mr. Chairman. 

Mr. Preston. Do you put as high a priority on the development of 
this program as some other people may put on it? 

Mr. Roruscuitp. Well, I think that is self-revealing when vou con- 
sider the fact that we took $25.5 million out of Maritime so it would 
be in this year’s operations. 

Mr. Presron. The announcement was made on August 23, 1956, that 
agreement had been reached on it through a press release; was it not? 

“Mr. Roruscuinp. Yes, sir. 

Mr. Preston. Why was not a En request made for 
immediately when Congress convened in January / 

Mr. Roruscrmp. Well, in the natural order of events the regular 
budget is heard before the supplementals. 

Mr. Preston. I am talking about the supplemental for 1957. 

Mr. Rornscuitp. Yes, sir; the regular 1958 budget is normally 
heard ahead of the 1957 supplemental. 

Mr. Preston. We had an urgent deficiency bill before the Congress 
recently. You people were talking about this supplemental request 
for 1957, and somehow or other—I do not know how—someone bottle- 
necked it somewhere, either in the Department of Commerce, the 
White House, or the Bureau of the Budget. 

Where was the bottleneck on the supplemental request for 1957? 

Mr. Rornscuimp. I do not believe there was a bottleneck, Mr. 
Chairman. We had an understanding with the Air Force and the 
Navy and the Navy had this equipment on order as the procurement 
agent for the Department of Defense. A certain number of those 
VORTAC units were to have been turned over to CAA and we were to 
reimburse the Department of Defense out of subsequent appropria- 
tions. 

This was all agreed to, and then the Department of Defense chose 
to check this, as I am sure they should have, with the Defense Sub- 
committee of your Appropriations Committee, and found that that 
was not agreeable. It was during this time that we had to decide 
which way we would go for this appropriation, and thinking that we 
were well covered, we chose to let it go the way it has. We only found 
out a few days ago that the situation required this last change which 
has been made, 

Mr. Preston. Are there any questions on this CAA request at this 
point, Mr. Shelley ¢ 

Mr. Sueiiey. Not at this point, sir. 

Mr. Preston. Mr. Clevenger, do you have any questions on CAA? 
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IMPROVEMENTS IN TACAN 


Mr. Cuuvename. The only thing that I cannot conceive is the im- 
provements in 2 years that have been made in Tacan to make you 
willing to spend $810 million on it. 

Can you tell us something about it? You remember I went to 
Atlantic City with you, I think it was 2 years ago on that test run, 
and there was not anything there that would make me believe that it 
had the bugs all out of it. There was a great contention between 
the Navy and the CAA about it at that time. 

Mr. Roruscuip. I am sure we all had substantial doubts about it, 
Mr. Clevenger. 

Mr. Crievencer. And you have gotten them resolved, Mr. Roths- 
child, have you? 

Mr. Roruscuitp. We have employed the very best talent we know 
how to employ and they have taken as thorough a look at the situa- 
tion as they know how. As a result of further work encouraged by 
these outside consultants, we now have assurances that this equipment 
will meet the military demand and at the same time serve the civil 
user. 

COST OF SYSTEM 


Mr. Crevencer. Would you mind, if it is not classified information, 
telling us how much the Navy has spent for this material up to date 
which you are going to take over ? 

Mr. Roruscuixp. I do not know, sir. 

Mr. Crevencer. It is a substantial amount? 

Mr. Roruscuup. I think, perhaps, it is. 

Mr. Crevencer. I just wish you knew more about it. 

Mr. Roruscuip. You realize, of course, that all of this money we 
are talking about is not for VORTAC. The VORTAC part of 
this 

Mr. Creveneer. I know; but you are junking a system and adopt- 
ing a new one. 

Mr. Roruscuivp. We are junking an element of a system, or at 
least phasing out the DME part in which there is an investment, I 
believe, of about $12 million. 

We are substituting therefor a distance measuring element of 
VORTAC. The VOR part of VORTAC is a very substantial part 
which is now installed and perfectly usable, Mr. Clevenger, and it 
will be integrated into this whole system and there will be no loss of 
the money that has been spent for VOR. 





JSER CHARGES 


Mr. Cievencer. I am interested to hear you say you are talking 
about charging for service. I think it is unheard of that we should 
spend that much money in any transportation service for free. 

Mr. Roruscnitp, I quite agree with you, sir. 

Mr. Cievencer. I do not know whether it would pay all of its way, 
but it certainly ought to pay part of it. 

Mr. Roruscnitp. I am sure it will not pay all of its way at the 
beginning, but I think we would want to approach a time when it 
would be self-liquidating. 





i- 
'V 
it 
il 


i, 


re 


yf 


it 


of 
rt 
it 
yf 


Ys 


8 
it, 





227 


Mr. Cuevencer. I would certainly agree with that. I know this 
committee has given proof of it, because in regard to the national air- 
ports which we shave something to say about—the 2 in Alaska and the 
1 here at Washington—we have insisted that they get pretty much 
on a self-sustaining basis and not be just serving private enterprise 
for free. 

PERFORMANCE OF VORTAC 


That is the only misgiving I have that you could in this short space 
of time so improve this TACAN that you are willing to put all the 
money behind that that is indicated in this budget. 

Mr. Roruscum. Well, you understand, sir, that I am not a tech- 
nician. 

Mr. Cievencer. Neither am I. 

Mr. Roruscuitp. So, my opinion on its qualities of performance 
would be of doubtful value, but I am convinced that the people who 
have passed on this known their business and they have given us all 
the assurances that anyone would require. 

Mr. Crrvencer. Of course, I am willing to ask some more ques- 
tions in the hope of learning a little something about it when it 
comes up here, but based upon an excess caution TI am not ready to 
swallow it all in the short space of time that transpired between the 
showing you made that day in Atlantic City for this committee, and 
the present time. 

Mr. Roruscnitp. You are convinced, I am sure, Mr. Clevenger, 
that the military and the civil air services of the country require a 
device which will tell them where they are and how far apart they 
are. 

Mr. Crevencer. That is right, but I am not convinced that the 
military gives a darn as to how much they spend on anything. 

Mr. Rornscuitp. Well, I certainly would not want to speak for the 
military, Mr. Clevenger. 

Mr. CLevencer. You know they do not understand our reaction to 
economy or the protection of the investment of old John Q. You 
know he is an unromantic looking old fellow, even in the cartoonists’s 
delineation of him, but you know, after all, ‘he is a pretty important 
old fellow and before we ask for the expenditure of this amount of 
money, I would like to have a little assurance that you have some- 
thing which will work. 

Mr. Roruscuitp. I hope that when the CAA people come in here 
they will be able to give you all of the information which you or any 
other member of the committee would want to have, and I'am sure if 
they do, you will be as convinced as I am. 

Mr. Crevencer. We will have to wait and see. 

I have nothing else at this time, Mr. Chairman. 

Mr. Suettzy. May I ask something at this point, Mr. Chairman? 

Mr. Preston. Yes, sir. 


HISTORY OF PROGRAM 


Mr. Suetiry. I hope I am not just using up time, but IT want to see 
if I can summarize quickly what this whole thing is: 

The civilian airlines under a policy established some several years 
back were supposed to be using, and CAA was installing, in our land- 





228 


based facilities for aircraft guidance, a system called VOR/DME, 

Mr. Rornscuitp. Yes, sir. 

Mr. Suetimy. As against that, the military developed and was 
using in its planes and on its fields a different type system ? 

Mr. Roruscump. A system called Tacan. 

Mr. Suetiry. The basic elements of both these systems to some 
extent were similar, or interchangeable ¢ 

Mr. Roruscuitp, They both did the same job, but you could not 
work the two of them together. 

Mr. Sreitxy. Now, in view of the increase of both military aircraft 
in many sections of the country and the increased number of com- 
mercial planes because of the huge increase of air travel over the past 
several years, it was found necessary because of some of the acc idents 
that occurred to get an improved basic single system? Am I right 
up to that point? 

Mr. Roruscuirp. It was absolutely necessary. 

Mr. Suetiey. It was necessary ? 

Mr. Roruscuinp. Yes, sir. 

Mr. Suetiry. Asa result of this realization studies have been made 
and the Department of Commerce through CAA now comes up with 
a program which will phase out the DME element of the heretofore 
commercial system of VOR/DME and combines VOR with Tacan 
in a new system called VORTAC? 

Mr. Roruscniw. That is right. The civil user and a part of the 
military—the transport part of the militar vy—will use the VOR, and 
the distance measuring element of Tacan, and the tactical military 
units will use both the distance and azimuth portions of the Tacan. 
Nearly all large civil aircraft are, and have been for years, equipped 
with VOR. 

Mr. Suettry. The large civil aircraft have been equipped with 
VOR? 

Mr. Roruscnuinp. Yes, sir. 

Mr. Suetiey. Has there been a reluctance on their part to install 
DME because of the controversy over the years? 

Mr. Roruscuitp. A very great reluctance because the Government 
would not make up its mind which was going to be the standard unit. 

Mr. Suextiey. Will the adoption of this program and the require- 
ment for the installation of this new equipment eliminate that reluc- 
tance and give us a program by which we could probably with some 
assurance expect that there will be increased safety for air traffic? 

Mr. Roruscuiip. I am told that nearly all the aircraft on order 
today are being wired to accept this new equipment. 

Mr. Suetiey. And to what extent will the military use it, Mr. 

Rothschild ? 

Mr. Roruscuip. On their tactical units they will use at 100 percent. 

Mr. Suetiey. That is all. 

Mr. Roruscuiip. There is this one further thing, Mr. Shelley: If 
this is not done with funds appropriated to the Department of Com- 
merece, it will be done by the military because they have to have it. 

Mr. SHettey. Thank you very much. That clears it up in my mind. 
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DUPLICATION IN SYSTEMS 


Mr. Preston. What you have brought up, Mr. Shelley, brings out 
another question : 

To what extent now is there going to be a duplication of the VOR 
part of both systems? 

Mr. Roruscump. There will be no duplication, sir. 

Mr. Preston. Well, let us see, now. State again what you told 
Mr. Shelley. 

Mr. Roruscuitp. There will be a duplication in the service that a 
plane can pick up, provided it has the receiving equipment. [If it is 
equipped with both the azimuth receiver for VOR and the azimuth 
receiver for TACAN, it c: in get two different signals. 

Mr. Preston. Well, it is going to mean that there will be a duplica- 
tion of facilities installed on the ground. 

Mr. Roruscuitp. No; it will take these 3 elements to make the 1 
system. 

Mr. Preston. Y-es; but it is going to cost us more money because you 
are not getting together on one package of azimuth and distance. 

Mr. Rorascuip. It will cost us less money, sir. 

Mr. Preston. Than the two systems? 

Mr. Roruscuiip. Yes, sir. 

Mr. Preston. But you people are compromising, I think, on the 
basis that it is going to cost the Government more than it would cost 
if you really got together completely on one system of azimuth and 
one of distance. 


TACTICAL REQUIREMENTS OF MILITARY 


Mr. Roruscniww. Yes; but VOR will not meet the tactical require- 
ments of the military. 

Mr. Preston. Well, that is debatable, just like it was debatable 
when you started out with VOR/DME. At that time the CAA was 
up here in support of VOR/DME, insisting that it was a good system 
and accurate. 

Mr. Rornscuip. It was totally good and usable, and sufficient for 
the civil air usage then, and still would be, but it will not meet the 
tactical requirements of the military. 

Mr. Preston. Are you telling me that it will not do it? That is an 
azimuth problem; is it not? 

Mr. Roruscum. I will tell you why. In two instances that I know 

of—and there may be many more—— 

Mr. Yares. What “will not do it”? 

Mr. SHewiey. VOR. 

Mr. Yates. Will not do what? 

Mr. Roruscuitp. Will not meet the tactical requirements of the 
military because VOR could not be installed on a carrier. 

Mr. Yates. Is that the only reason? 

Mr. Roruscuitp. It cannot be successfully installed on a carrier, nor 
can it be installed under certain conditions on the ground. 

Mr. Preston. What conditions? 
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VOR SITING PROBLEM 


Mr. Roruscuimp. Certain terrain conditions, and it requires about 
a 1,000-foot clear zone around it in order that the signal goes out 
properly, and for military purposes you could not always find nor can 
you immediately establish a 1,000-foot cleared circle for this equip- 
ment to be operated in. 

Mr. Preston. How far from an airport does that installation go? 

We are asking some questions which Mr. Pyle might better answer, 
Mr. Rothschild. 

Mr. Roruscuiitp. Well, he had better answer this one, Mr. Chair- 
man, because I do not know. 

Mr. Preston. Mr. Pyle, how far from an airport does the ground 
eg Tet of VOR have to be established? Is it reasonably close 
to it 

Mr. Roruscutxp. It is established at the airport. 

Mr. Przz. It can be established at the airport, or any suitable site, 
Mr. Chairman. 

Mr. Preston. How far away from the airport? 

Mr. Pytz. It can be an indeterminate distance. It does not make 
any difference. It depends upon what type information you will use 
the signal for. 

Mr. Yares. Are we talking about VOR and DME and DME and 
TACAN? 

Mr. Preston. We are talking about VOR right now. 

Let us see the use of it at an airport: It should be reasonably close 
to the airport? 

Mr. Pytz. Yes, sir; as an approach aid. 

Mr. Preston. As an approach aid for night flying and for foggy 
weather ? 

Mr. Pye. As an approach aid. 

Mr. Preston. Why could it not be installed at every military air- 
port, because each of them has at least 1,000 feet radius—width and 
length—at the end of the runways? 

Mr. Rornscuiip. But, they do not have that when they begin 
making landings, Mr. Chairman, when troops assault a particular 
position and when they need to install that type of equipment imme- 
diately they just do not have time to clear a space of 1,000 feet. 

Mr. Suetitey. Will the gentleman yield there? 

Mr. Preston. Surely. 

Mr. Suetxey. Is this what you are saying, Mr. Rothschild: That 
under normal peacetime operations of military airports as they are 
located around the country, it might be usable on that type, but in the 
general sense of military airports under an emergency where they 
would be setting up an airport to. meet an emergency situation of an 
attack or resisting an attack or to make an attack, they will probably 
have to set up airports where this could not be adapted ? 

Mr. Roruscnuip. Yes, sir. 

Mr. Yates. Well, what is “adapted” under those conditions? 

Mr. Preston. That is what I am trying to find out. 

Mr. Rornscuitp. The azimuth element of VORTAC will do those 
jobs. 

Mr. Yates. Will do what jobs? 
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Mr. Preston. Wait a minute. Let us keep some order in the ques- 
tioning. 

Mr. Yates. I am trying to get a clarification of what we are trying 
to do, Mr. Chairman. He keeps saying “it” and “that.” I do not 
know what he means by “it” and “that.” 

Mr. Preston. A lot of us would like to know. Let us maintain 
some order in this questioning in order that we may clear up the 
record. 

Mr. Rothschild, please answer Mr. Yates’ question as to the differ- 
ence between “it” and “that”; will you? 

Mr. Roruscuiip. Mr. Chairman, I shall try to refrain from using 
“it” and “that.” 

Mr. Preston. All right; let us get back to the other point: 


DUPLICATION OF SYSTEMS 


Now, Mr. Rothschild, I am going to ask this question which is to 
be answered either by Mr. Pyle or you: 

Your proposal, as agreed upon by all the aviation interests, is 
that where VOR/DME is presently installed on the ground there 
will be a TACAN installation put at military installations? 

Mr. Roruscuitp. And at civil installations. 

Mr. Preston. And at civil installations? 

Mr. Roruscuimp. Yes, sir. 

Mr. Preston. So that definitely will be a duplication of VOR; will 
it not? 

Mr. Roruscuitp. I suppose it could be considered that way; yes 
sir. 
Mr. Preston. Well, now, Mr. Rothschild, you can answer it either 
yes or no, and then qualify your answer. 

Mr. Roruscniip. Yes, sir; there will be a duplication in that you 
will get azimuth information from 2 different pieces of equipment 
if you have 2 different receivers to get that information. 


ACCURACY OF VOR VS. TACAN 


There is one matter which I neglected to state in response to an 
earlier question, as to why VOR would not meet the tactical require- 
ments, and one other reason is that it is not sufficiently accurate. 

Mr. Preston. Now, then, that brings up this question: Is TACAN 
more accurate than VOR? 

Mr. Roruscuip. Yes, sir. 

Mr. Preston. Your predecessor would probably answer that in the 
negative. 

Mr. Roruscuitp. I think he probably would. 

Mr. Preston. Which illustrates the fact that there is still debate 
about the accuracy of it. 

Mr. Roruscuiip. To state it in mathematical terms, Mr. Chairman, 
the azimuth element or TACAN is accurate to 1°, plus or minus. 

The azimuth element of VOR is accurate to 3°, plus or minus. 

Mr. Yates. What about DME, Mr. Chairman? Is that involved? 

Mr. Preston. Not in this discussion. 

Mr. Roruscuitp. No, sir. 
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NEED FOR ACCURACY 


Mr. Preston. Well, now, for aircraft flying between point X and 
point Y in the continental United States they could veer by 5 ve 
grees off the perfect course with VOR for their principal navig 
tional aid; could they not, Mr. Pyle? 

Mv. Prue. Yes, sir; ; very definitely. 

Mr. Preston. They could veer off the course by 5 degrees? 

Mr. Pye. Yes, sir. 

Mr. Preston. Upon reaching a terminal, he could be 5 degrees off 
as he approaches the airport, could he not, in many, many cases 

It is not always “as the Martin flies” that an aircraft goes: is it? 

Mr. Prix. No, sir. 

Mr. Preston. Why is this difference between 1 degree in azimuth 
and 3 degrees in azimuth so important, Mr. Pyle? 

Mr. Pyze. I think I ean explain that in this way, Mr. Chairman: 
Some of this will have to be off the record, because we get into a 
classified military problem. 

Mr. Preston. You can answer the first part of the question on the 
record, can you not ? 

Mr. Pyte. Y es, sir; absolutely. 

The accuracy of the system is necessary for a military reason which 
I will develop in a few minutes. 

You are quite correct in stating that a pilot cannot fly with probably 
better than 2 or 3 degrees accuracy. In fact, he is a darned good pilot 
if he can. I cannot, However, the important point is what happens 
when he goes out and this part, if you do not mind, I would like to 
state as classified, and should be off the record for the benefit of the 
committee. 

Mr. Preston. Well, you want this off the record now ? 

Mr. Pye. For this one brief statement ; yes, sir. 

Mr. Preston. All right. 

(Discussion off the record.) 

Mr. Pyte. The Navy problem, and military problem, is not only 
with respect to the ability to perform its tactical mission, but to be 
mobile. Navy squadrons at Jacksonville may be moved under air- 
defense commands or requirements to Knoxville, Tenn., or anywhere 
else. Likewise, Air Force squadrons may be mov ed. Weat CAA are 
responsible for providing the navigational information to enable these 
planes to fly from point A to point B in any kind of weather, and in 
order to provide that, we must have this 1 ,000-megacycle band, which 
is Tacan. 

Mr. Roruscutip. These devices are used for flying away from the 
beacons as well as toward them. 

Mr. Preston. They are only good for a certain distance? 

Mr. Roruscuinp. 200 miles. 

Mr. Preston. And after you have left the land base and are 200 
miles out to sea, you are on your own? 

Mr. Roruscuiip. Except for the carrier. 

Mr. Preston. If it is there. 

Mr. Roruscuitp. We hope to have it where we need it. 

Mr. Preston. We will not have it if they strike us by surprise. 
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Mr. Rornuscutrp. JT believe the present defense plans contemplate 
that most of the United States and a considerable part of Canada 
will be a theater of war. 

Mr. Pyrex. Mr. Chairman, there is one point. The line-of-sight 
characteristic, which means a signal goes out on a line of sight, is 
characteristic of either system; it is a high-frequency system, VOR, 
Tacan, DME, or VORTAC. 

Mr. Preston. Have you decided how much more expensive it will 
be to provide the extra 2-percent accuracy through Tacan ¢ 

Mr. Prix. Yes. We are prepared to answer any and all questions 
on that. 

Mr. Preston. You do not have that information at the moment ? 

Mr. Pye. No, sir. I would not want to trust my memory on that. 

Mr. Preston. And we would like to have you testify as to what the 
additional cost of maintenance will be. 

Mr. Pre. Yes, sir. 

Mr. Preston. Mr. Bow. 


VORTAC INSTALLATIONS 


Mr. Bow. The gentleman from Ohio, Mr. Clevenger, has raised the 
point whether this is working. Are you flying V ORTAC now? 

Mr. Pyte. We have the first installation in being at Phillipsburg, 
Pa. 

Mr. Bow. Do you have planes equipped to fly it ? 

Mr. Prue. Yes. 

Mr. Bow. Members of this committee could fly it and see it in actual 
operation ? 

Mr. Pye. I would be delighted if the committee would come as my 
guests and see the installation. 

Mr. Bow. I was unable to make the trip 2 years ago, but I remember 
this committee went out on Tacan and it did not work. 

Mr. Pye. Yes, sir. 

Mr. Bow. That is all I have. 

Mr. Preston. Mr. Yates. 


AIRBORNE VORTAC EQUIPMENTS 


Mr. Yates. I must confess to being confused on the VOR-DMF, 
Tacan problem. Mr. Rothschild said planes are now being wired for 
VORTAC? 

Mr. Roruscuitp. Yes. 

Mr. Yares. Which ones? 

Mr. Roruscuitp. Those ordered by the airlines. 

Mr. Yates. By the airlines themselves ? 

Mr. Roruscuinp. Yes. 

Mr. Yates, What happens to the planes in existence now / 

Mr. Roruscuitp. There are practically no planes that have DME. 
Most of the transport aircraft are equipped with VOR, so it will be 
possible to add to them the distance-measuring equipment of Tacan. 

Mr. Yates. How much will that cost ? 

Mr. Roruscuip. About $2,500 per plane, I believe. 
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Mr. Pytx. I would say probably $5,000 per unit. They usually 
have duplicate facilities, so it is an investment of about $10,000 per 
airplane. 

Mr. RoruscuiLp. There are different grades of this equipment. 

Mr. Yates. We are talking about commercial. 

Mr. Roruscuiwp. There will be different grades. 

Mr. Yates. You mean between DC-7 and other types of aircraft? 

Mr. Roruscutip. Yes. 


INSTALLATION OF VORTAC IN COMMERCIAL CRAFT 


Mr. Yates. Do you have any assurance that the airlines will install 
the necessary equipment in the existing planes? 

Mr. Roruscuitp. The matter of equipment installed in commercial 
aircraft is one for determination by the company operating the air- 
craft. If they think it is necessary for the safe operation of the air- 
craft, they buy the equipment and install it. Many business concerns 
do not have instrument landing systems because they do not fly in 
weather requiring it. But I would think every transport airline in 
the United States will include VORTAC in its equipment setup in a 
reasonably short period of time. 

Mr. Yarrs. Then your answer is “No,” that you have not received 
assurances from the airlines that they will install it? 

Mr. Roruscui. Surely they would not spend the money to have 
the wiring put in if they did not contemplate having it installed. 

Mr. Yates. I am talking about existing planes. 

Mr. Roruscuip. In the normal course they would put it in the new 
aircraft first. 

Mr. Yates. Do you have any assurance they will do it? 

Mr. Roruscuitp. The assurance is in the fact they are ordering 
wiring. 

Mr. Yates. Who informed you they are ordering wiring ? 

Mr. Roruscuiip. Mr. Pyle. 

Mr. Yates. Mr. Pyle, where did you get the information ? 

Mr. Prix. From General Arnold of the Air Transport Association. 

Mr. Yates. What did he tell you? 

Mr. Pyrite. That the majority of new planes were being equipped 
with the wiring system of VORTAC. 

Mr. Yates. The majority? 

Mr. Pytx. Yes. Pan American, which will not fly within the con- 
tinental region of the United States, is not going to install it. 

Mr. Yarrs. Do you have any assurance, Mr. Pyle, that the airlines 
are going to install VORTAC in existing planes? 

Mr. Pytz. I can only give you a matter of opinion. 

Mr. Yares. I am not asking for a matter of opinion. 

Mr. Pyte. I have no assurance they will put it in existing planes. 

Mr. Yares. Has definite assurance been given you, Mr. Rothschild, 
that they will install VORTAC in existing planes? 

Mr. Roruscuttp. There is a certain amount of speculation, but I am 
sure the president of a corporation responsible to its shareholders 
would not be putting the additional investment for wiring in its equip- 
ment if he did not expect to use it. 
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Mr. Yates. That is not necessarily true. We found after we appro- 
priated money for DME ground facilities that none of the equipment 
was equipped with DMF. 

Mr. Roruscuinp. They did not have them wired nor did we have 
the Air Coordinating Committee or the Air Transport Association’s 
agreement to it. 

Mr. Yates. I was under the impression in previous testimony to this 
committee in prior years that the Air Coordinating Committee had 
approved VOR-DME. I think I can find an affirmative response 
to a question I asked last year or the year before. 

Mr. Roruscurep. I think I have an excerpt from that. 

Mr. Yates. I think it is important, before we spend so much money 
in installing this, to know what the airlines are going to do. 

Mr. Pyze. I think it is the same as ILS. We had no assurance they 
would use it, but we knew it was a good system. The use of TACAN 
will enable the airlines to get better treatment on traffic contro) than 
otherwise. 

Mr. Yates. I do not think there is any question about that. I think 
that answer would be applicable to DME, too. 

Mr. Pyte. That is right. 

Mr. Yates. Sure, but the airlines did not put that in either. 

Mr. Pyte. I think we should consider this in context. 

Mr. Yates. The testimony we received last year was that the Mo- 
hawk Airline had used the DME equipment and liked it very much. 

Mr. Pye. Yes, airborne equipment. 

Mr. Yates. This is airborne equipment ? 

Mr. Pye. It is experimental. There were no specifications made 
for DME, airline specifications. 


MANUFACTURERS OF EQUIPMENT 


Mr. Yates. What manufacturers make TACAN equipment? 

Mr. Roruscuip. That is an unresolved question as of today, Mr. 
Yates. The ground equipment was developed by the Federal Tele- 
communications Laboratories. There is also a very substantial interest 
on the part of the Raytheon Manufacturing Co. and the Hoffman 
Radio people. The developmental work was done under Government 
contract by the Telecommunications Laboratory. The Navy is cur- 
rently attempting to negotiate with them for a substantial procure- 
ment according to the information which we received. 

Mr. Yates. Is the Telecommunications Labor atory an agency of the 
Government ? 

Mr. Rornuscuiip. No; it is a subsidiary of the International Tele- 
phone & Telegraph Co. 

Mr. Yates. What companies manufacture DME equipment ? 

Mr. Roruscninp. Bendix is the principal one and Narco, 


AIR COORDINATING COMMITTEE ACTION 


Mr. Yates. What made the Air Coordinating Committee change its 
mind to use TACAN rather than DME? When you were before us 
last year you had not yet made up your mind. Is it because the 
military insisted this was it and their mind was made up and you had 
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to follow along because you wanted a single system both military and 
civil airways? 

Mr. Roruscutip. I think you know me better than to think that I 
could be intimidated by anyone. 

Mr. Yares. This is not a question of intimidation ; this is a question 
of the military mind, and with all respect for you, I think that you 
will agree with me that military minds sometimes can be stubborn. 
The military mind insists on using TACAN and if you want a single 
system it is hard to argue with them. 

Mr, Roruscuitp, On the basis of the most competent authority 
which we were able to consult, all of us were convinced, all the mem- 
bers of the Air Coordinating Committee, and bear in mind the mili- 
tary are only 3 of the 9 members of the Air Coordinating Committee. 
All of us were convinced, and as I stated to the chairman before, it is 
necessary to have a unanimous vote or no action can be taken by the 

Air Coordinating Committee, and a unanimous vote was arrived at 
to adopt not TACAN and not VOR-DME, but VORTAC, a combina- 
tion of the two systems embodying the best features of both. 

Mr. Yates. When you say “based upon the opinion of the most 
competent authorities you could find,” whom do you mean ¢ 


EVALUATION OF EQUIPMENTS 


Mr. Roruscuiup. We convened a group of consultants from outside 
the Government. 

Mr. Yares. Can you tell us who they were ? 

Mr. Roruscuiwy. It was a three-man group consisting of Dr. Skif- 
ter, Dr. Newhouse, and Dr. Wiesner. 

Mr. Yares. Who are they? 

Mr. Roruscuttp. May | furnish that for the record? I will give 
you their whole history for the record. 

(The information following was subsequently supplied :) 


Skifter, Hector Randolph, pres., Airborne Instruments Laboratory, Inc. b. 
Austin, Minn., Mar. 4, 1901; m. Naomi Jeanette Hansen; ie, Janet Eliza- 
beth. Educ.: St. Olaf coll., Northfield, Minn., A. B. (1922), Se. D. (1945). Busi- 
ness record: chief engr. Western Radio Rnerg. Co., Minn., "1929-32 : consulting 
radio engr., 1932-42; assoc. dir., Airborne Instruments Lab., 1942-45; present 
position since 1945; ‘during World War II, engaged in projects for U. S. Office 
of Scientific Research and Development. Military record: maj., Natl. Guard. 
Awards: Presidential Certificate of Merit, 1947. Member: Wings Club; Uni- 
versity Club (Washington, D. C.) ; Am. Assoc. for the Advancement of Science; 
dir., YMCA: Nassau Co. dir. of Long Island Assoc. Office: Airborne Instruments 
Laboratory, 160 Old Country Rd., Mineola, N. Y. Home: Dosoris Lane, Glen 
Cove, L. I., N. Y. (Excerpt from Who’s Who in World Aviation, 1955.) 

Russell C. Newhouse, Radio Devel. Engr., Bell Tel. Labs., Inc., Whippany, N. J.; 
res. 8 Undercliff Rd., Millburn, N. J. Radio engrg.; b. Clyde, O., Dec. 17, 1906; 
s. Edgar BE. and Hazel B. (Russell) Newhouse; edn. Ohio State Unv., B. E. E., 
1929; M. Se., 1980; reed. fellowship from Guggenheim Fund for promotion of 
aero. for 1929-30; mem. Pi Kappa Phi, Tau Beta Pi, Eta Kappa Nu, Pi Mu 
Epsilon, Sigma Xi; m. Columbus, O., Nov. 26, 1936, Clara Scovell; ch.: Alan 
Russell. Dftsmn. and civil engr., Ohio Fuel Gas Co., 1926-29: mem. tech. staff, 
Bell Tel. Labs., since 1929, Radio Devel. Engr., since 1946, engaged in des. radio 
transmitters for aircraft, 1930-87; engaged in and responsible for devel. radio 
altimeter, 1937-39; television research, 1939-40; ultrahigh and superhigh fre- 
quency radio and radar development since 1940; commd. 2nd It., Signal Res., 
U. S. A., 1929; 1st lt., 1983; capt., 1988; N. Y. State lic. prof. engr. Reed. 1938 
Lawrence B. Sperry Aw ard “for a Notable Contribution to the Advancement of 
Aeronautics” for devel. and first practical application of terrain clearance indi- 
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cator; holds pats. on above and similar devices 2,083,344; 2,206,896; 2,206,903 ; 
2.218,923; 2,223,224; 2,247,662; 2,261,272; ee Author (with L. Espen- 
scheid) tech. paper “A Terrain Clearance Indicator” i “Journal of the Aeronau- 
tical Sciences” Feb., 1939. Memo. A. I. EB. E. Senior aaees: I.R.E. (Excerpt from 
Who’s Who in Engineering, 1948.) 

Wiesner, Prof. J(erome) B. Massachusetts Institute of Technology, Cam- 
bridge 39, Mass. Electrical engineering. Detroit, Mich., May 30, 15; m. 40. 
B. S., Michigan, 37, M. S. 38. Assoc. director broadcasting, Michigan, 37-40; 
chief engineer, Library Cong. 40-42; mem. staff, radiation lab., Mass. Inst. Tech. 
42-45; mem. staff and group leader, Los Alamos Sci. Lab. California 45-46, 
asst. prof. elec. eng. Mass. Inst. Tech. 46-47, Assoc. prof. elec. eng. 47-, asst. 
director Research Lab. Electronics, 47-49, Assoc. director, 47— Consultant, 
Brookhaven Nat. Lab; Rand Project; Raytheon Mfg. Co. Civilian with Office 
Sci. Research & Develop. Acoustical Soc; Inst. Radio Eng. Electronics; radar: 
acoustics; theory of communications (excerpt from American Men of Science, 
1949). 

Mr. Yatrs. And these are the outstanding authorities in the field? 

Mr. Rornscuttp. We know of none better. 

Mr. Yarrs. And they were unanimous in their agreement on 
VORTAC? 

Mr. Roruscuitp. We employed them to study the deficiencies ap- 
parent in both pices of equipment and to resolve, if possible, whether 
or not these deficiencies could be overcome. They did study the 
matter and they did say that with certain modifications the deficiencies 
could be met, and they have been met. 

Mr. Yates. Is there a copy of their study available? Was this an 
oral statement on their part, or was this a written study / 

Mr. Rornscmitp. We have a written report from them. 

Mr. Yarrs. Would it be possible for the committee to read it? 

Mr. Roriscrinp. It might have to be offered as being classified, but 
Tam sure that it would be available to you. 

Mr. Presron. Now let us proceed to the next item in your general 
statement. 


Maritime Actrivirirs—Suie Construction 


Mr. Rornscntvp. I will talk now about the Maritime Administra- 
tion for a few moments. 

Partially as a result of the problems in the Middle East and partially 
as the result of an increase in the oil business generally, there are pres- 
ently under construction or at least there were in December 1956, 
65 ships in the shipyards of the United States compared to less than 
half that number, 32, at the end of 1955. A large part of those were 
tankers. 

On the other hand, some of them are other types of ships. You 
know, of course, that our total war-built fleet will come of age in the 
years 1961 and 1965, and the Maritime Administration has been nego- 
tiating with the operators to replace those ships on a phased-out basis 
because the Nation’s shipyards simply could not produce them in the 
years in which they would come of age. 

We are happy to tell you that construction contracts are in the bag 
for 21 new cargo ships before June of 1958, and that we have the 
money for all but 4 of those ships in our prior budgets. 

The 1958 estimate asks for funds for the construction of 2 cargo 
ships, 1 ore carrier, and 1 large passenger ship. 


The large p peerenest ship is a replacement for the steamship America 
and a sister s 1ip to the steamship U/nited States. I think nearly every 
member of the committee has traveled on one of those ships and may 
have traveled on both. 

Included in the ship-construction fund also are moneys to pay for 
the ships traded in on the new ones and for research and development, 
particularly in the field of nuclear energy for merchant ship propul- 
sion. Also, to take one more ship out of the reserve fleet and to put 
improved propulsion equipment in it using conventional propulsion 
equipment, 

OPERATING DIFFERENTIAL SUBSIDIES 


You will notice, and I am sure you will be very happy, to see that 
the request for operating differential subsidies is slightly less this year 
than in 1957. We have told you for many years about a. bac klog we 
had established, and I am delighted to tell you that backlog is now out 
of the way. 

AMENDMENT TO THE BUDGET 


Mr. Preston. Mr. Rothschild, you are taking into account now the 
revised budget request, or are you speaking of the budget before the 
revised request came to us today? 

Mr. Roruscuitp. No; I am speaking of the revised request. 

Mr. Preston. You are taking into account the deletion of a ship 
then ? 

Mr. Roruscnuip. Yes. 

Mr. Preston. A United States President Line ship? 

Mr. Rornscnip. An American President Line ship. The steam- 
ship United States is a United States Line ship. 

Mr. Preston. We wish that you would be a little more explicit 
about this thing. You have brought into the picture here an ore ship 
in your statement. Heretofore there has not been one involved. 

Mr. Roruscutip. May I go off the record a minute? 

Mr. Preston. Your justifications do not mention an ore ship at all, 
is that right? 

Mr. Roruscuixp. I believe that is correct. 

Mr. Preston. It mentions 7 cargo ships, 5 of which are provided for 
in the previous budget; 1 ship for the American President Lines, a 
combination passenger cargo ship, and 1 ship for the United States 
Line as a replacement for the steamship America. 

Mr. Roruscuizp. Yes. 

Mr. Preston. Now, then, your statement brings into the picture an 
ore ship. 

Mr. Roruscuiip. Yes. 

Mr. Preston. Will you have to discuss that off the record ? 

Mr. Roruscuitp. No; I will be glad to go on the record with it. 

When we transferred $25,500,000 from the Maritime to the CAA, we 
had to attach that to some construction item, and we attached it to the 
passenger cargo ship for the American President Lines for which a 
request had been made for $32 million, so subtracting the $25 million 
from the $32 million we had $6,500,000 left, and that is where we got 
the ore carrier. 

Mr. Preston. So this is a neat little maneuver to pick up $6,500,000 
before we pick it up? 
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Mr. Roruscuitp. Mr. Chairman, if we were to come in here and ask 
for all the money for which we could find ships to be built it would 
stagger everyone. 

Mr. Preston. I am sure ofthat. You had totake out that American 
President Lines ship and it left $6,500,000 lying around on the table. 
Before we could pull it in you have seized it to build an ore ship. It 
is that simple. 

Mr. Roruscuitp. We have not built the ship; we are just asking for 
the money. 

Mr. Nretson. That is a part of the planned program. 

Mr. Preston. We will stand adjourned until 10 o’clock tomorrow 
morning. 


Tuurspay, Marcu 14, 1957. 


CIVIL AERONAUTICS ADMINISTRATION 
WITNESSES 


LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

JAMES T. PYLE, ADMINISTRATOR OF CIVIL AERONAUTICS 

W. B. DAVIS, DEPUTY ADMINISTRATOR 

J. H. TIPPETS, DIRECTOR, OFFICE OF AIR NAVIGATION FACILITIES 

D. D. THOMAS, DIRECTOR, OFFICE OF AIR TRAFFIC CONTROL 

ROY KEELEY, DIRECTOR, OFFICE OF FLIGHT OPERATIONS AND 
AIRWORTHINESS 

H. H. HOWELL, DIRECTOR, OFFICE OF AIRPORTS 

ARVIN O. BASNIGHT, BUDGET AND FINANCE OFFICER 

A. D. HARVEY, PROGRAM CONTROL OFFICER, OFFICE OF AIR 
TRAFFIC CONTROL 

D. K. MARTIN, DEPUTY DIRECTOR, AIR NAVIGATION DEVELOP- 
MENT BOARD 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The committee will come to order. 

The first item this morning for the consideration of the committee 
is the request of the Civil Aeronautics Administration, which is to be 
found on page 25 of the committee print and page 200 of the justifica- 
tions. 

We will insert in the record at this point pages 206 through 208 of the 
justifications. 

(The pages referred to follow:) 
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We have with us this morning Mr. James T. Pyle, the Administra- 
tor. We assume that you have a general statement that you wish to 
make at the outset, Mr. Pyle. 

Mr. Pyie. Mr. Chairman, I would like to furnish a copy of my 
statement for the record and make a few comments in connection 
with this statement that I believe will be helpful to the committee. 


BACKGROUND OF NEW ADMINISTRATOR 


Mr. Preston. Since this is your first appearance before the com- 
mittee, and since you are the new Administrator, it will be helpful to 
the committee if you will give us a brief résumé ‘of your background. 

Mr. Pye. All right, sir; I will be delighted to, Mr. Chairman. 

I was born in 1913, and attended a preparatory school in Massa- 
chusetts. I graduated from Princeton University in 1935 and im- 
mediately joined Pan American Airways. I was with them until 
1946 in various operational and administrative capacities. 

I have been an active pilot since 1932, and have recorded approxi- 
mately 4,000 hours of single- and multi-engine flight time, and hold 
all ratings—instrument, instructor, single- “and multi- -engine, and so 
forth—except that of airline transport. 

I flew for the Navy from 1944 until 1946 with the Naval Air Trans- 
port Command. My time with the Navy was primarily as an adminis- 
trative operations officer, but I did do some active flying as well, 

Since 1946 I have resided in Denver, Colo., working i in aviation 
and allied businesses until I came to the Department of the N vavy in 
1953 as special assistant to the Assistant Secretary of the Navy for 
Air, Mr. James H. Smith, in the capacity of civil adviser in connec- 
tion with traffic control, particular ly. 

In 1956 I came with the Civil Aeronautics Administration as Deputy 
Administrator, and have been in this agency ever since. 

Is that sufficient background information, Mr. Chairman? 

Mr. Preston. Very well; that is sufficient. 


GENERAL STATEMENT 


Without objection, your prepared statement will be inserted into 
the record at this point. 
(The statement referred to follows :) 


GENERAL STATEMENT BY JAMES T. PYLE, ADMINISTRATOR OF CIVIL AERONAUTICS 


I appreciate the opportunity of presenting to this committee the program 
and estimated requirements of the Civil Aeronautics Administration. As you 
know, this agency, in broad terms, is responsible for assuring the public an ever- 
increasing degree of safety and efficient flight. Its responsibilities are fixed by 
statutes. Aeronautical activities continue to grow in an order of magnitude 
that overloads the capacity of our facilities. We have carefully evaluated all 
the estimates here presented and find that the amounts requested are urgent 
requirements for the job that need be performed. We hope to be able to present 
sufficient air traffic and other facts during the progress of this hearing to 
establish this premise. 

In the last session, congressional support was provided for the first phase of 
the improvements necessary for our services to catch up with the progress being 
made in other fields of aviation. This process of catching up is a major under- 
taking viewed in any term of reference, but when compared with the use being 
made of aviation for defense purposes and the now known scheduled invest- 
ment of more than $100 billion for aircraft procurement during the next 10 
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years, then by comparison the capital investment needs of this agency are 
small—in fact, less than 1 percent of the planned cost of aircraft procurement 
alone. Significantly, in viewing the broad aspects of this catching-up problem, 
we have to reckon with services to both civil and military use of aviation. We 
can see the size of our problem through statistics on the use of aviation fuel. 
If 1952 is used as a base of reference, then we must prepare for changes by 
1958 in an order of 175 percent increase for military purposes and 122 percent 
for civil purposes. During this same interval, the staffing of CAA would have 
increased by 55 percent. With such dynamic growth in the use of aircraft, 
there are many challenges to human ingenuity in the efforts made to assure 
public safety. Potentially, concepts of automation hold promise for use in air 
traffic control work that is fundamental to efficiently and safely handle tomor- 
row’s air traffic, but the current and imminent requirements of aviation cannot 
be held in abeyance until automation is available. Our plans are thus based 
on using presently known techniques and equipments to solve our problems. 
These equipments and the related inanpower can be effective. They are needed 
now. Deferments will only further handicap the national development of 
aviation. 

For the current year, Congress had authorized the agency 20,733 positions and 
$245,425,136, and our request for 1958 totals 26,661 positions and $410,550,000. 

The significant increases for Federal airways are in the area of establishing 
additional air-navigation and air-traffic-control facilities and the manpower re- 
quired for operation of facilities previously authorized. 

Our principal problems are identified as catching up with the material use 
being made of aviation and to service the known increases yet to come. The 
amounts requested reflect the best technical appraisal of air-traffic data available 
as to system requirements, ability to provide services, production capacity, and 
known proven methods. The rate of accomplishment by the agency toward the 
concept of providing adequate facilities is urgent and of national significance, 
as there is involved : 

1. Military use of more than 40,000 aircraft : 

2. Almost 30 billion domestic air-carrier revenue passenger-miles for 
about 55 million passengers ; 

3. Approximately 500 million ton-miles of domestic civil air cargo : 

4. Some 6.5 billion international air-carrier revenne passenger-miles for 
about 5 million passengers : and 

5. Some 11 million flight hours by general aviation which excludes the 
air carriers but includes business, commercial, pleasure, and instructional 
use of aircraft. 

The growth trends and relative significance of these figures have been devel- 
oped more fully in the civil aviation and Federal airways forecasts booklet which 
will be offered the committee as an exhibit. 

Our present air-traffic-control system capacity, when operations are conducted 
under instrument-flight rules, has considerable flexibility and proven capacity 
for expansion. In the 1940's the introduction of direct voice communications 
and new approach procedures added at least one-third more to the instrument 
capacity of our airports; during the late 1940's and early 1950’s the introduction 
of radar equipments increased the capacity of the key terminal! areas to about 
30 operations per hour—approximately doubling the capacity previously fixed 
by time/space separations used in the 1930’s. With the expanded use of radar 
and the strengthening of our communications facilities, the system capacity can 
again be increased to a level of about 45 operations per hour in our key terminal 
areas. This can be assured with the provision of facilities identified in our 
Federal airways plan, so as to provide for our anticipated needs through 1962. 
The work will entail : 

1. Strengthening of our manpower aud equipments with proven types of 
facilities : 

2. Intensive effort on automation with the objective of increasing system 
capacity without corresponding increases in manpower; however, it is sig- 
nificant that this objective cannot be reached for many years to come: 

3. Some additional effort on research and development looking ahead to 
future needs. 

The present airway plan for the years 1957—62 is based on different terms of 
reference than those used in the 5-year plan reviewed with you last year. The 
changes result from authorization by Congress to compress that original 5-year 
plan into a 3-year period and the fact that it has also been possible to evolve 
a solution to the controversial subject of using VOR/DME or TACAN equip- 
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ments. This decision has permitted the proposed use of VORTAC facilities. The 
original airway implementation schedule (1957-61) was estimated to cost $246 
million. The revised accelerated schedule approximates $452 million. The 
increase for VORTAC amount to $132 million, and changes in the quantity 
of facilities and unit costs amount to $74 million. For future planning, pro- 
gram requirements have been projected for the fiseal years 1960 through 1962, 
the cost approximating $358 million. The program for the 6-year period 1957-62 
is estimated to total $810 million. Our planning is sealed to principles and op- 
erating conditions now known but will need be flexible enough to anticipate 
modifications in equipment developments and changes and demands not yet 
realized. 

For our program previously called Aviation Safety and now identified as 
Fight Operations and Airworthiness, we are requesting resources for additional 
effort occasioned by the introduction of civil jet transports, training of addi- 
tional manpower and the purchase of a jet flight simulator. 

The general level of activity in the aviation industry and the concomitant 
workload arising from this activity in the area covered by the Office of Flight 
Operations and Airworthiness have been steadily increasing over the past several 
years. There have been two recent developments, however, which have ac- 
celerated this general rise in the level of activity: 

1. The placing of firm orders by air carrier operators for a substantial 
number of turbine-powered airplanes. While this development has been 
anticipated for a number of years, it has developed with such volume and 
speed that this program must be strengthened ; and 

2. The second development contributing to a substantial increase in 
workload for this program is the material expansion now taking place in the 
number of airports, navigation and air traffic control facilities. 

The totally unexpected acceleration of air carrier orders for jet transports 
caught us by surprise, as were the manufacturers of aircraft. The impact of 
this acceleration on the Flight Operations and Airworthiness program could not 
be evaluated properly until after the 1957 budget had been submitted to the 
Congress. Upon completion of this evaluation, it was clearly evident that ade- 
quate safety inspection and procedures as assigned to CAA by law could not 
be handled without additional manpower and training of our currently em- 
ployed technicians. Our needs were computed and a planned 2-year program 
of preparation was devised. The 1957 supplemental request was the initial 
step, and the increase proposed in this request the second step involved in creat- 
ing the know-how and level of resources required to effectively treat with the 
industry’s transition to jet aircraft. As our inspectors and engineers must 
deal with the significant changes in operation, maintenance and engineering 
characteristics of turbine-powered transports, there are many issues that are 
entirely new, and to assure competency in these individuals, the requirement 
for training is most urgent. 

For the airports program, we are requesting some additional manpower to 
cope with the volume of grant-in-aid projects for a national system of air- 
ports. We are fully aware that as we work to improve the safety and efficiency 
of flight operations and air traffic control, airports are a most important factor 
in the achievement of these directives. We do not have direct control over the 
work performed on airports because the primary responsibility is on individual 
communities to provide the needed facilities, but with the manpower requested 
we can be more effective in identifying for these communities the types of 
airports needed today and tomorrow. 

For the Washington National Airport, our request includes a modest increase 
for maintenance and fire protection and a minimum amount of construction. 
For the federally-operated airports at Fairbanks and Anchorage, Alaska, our 
requests would permit continued operation at the present level of activity and 
improvements in the water and sewer systems. 

For development work the request includes $2 million for air navigation de- 
velopment. This is approximately one-third of the effort contemplated to be 
accomplished under the planning board established to coordinate all research 
effort designed to jointly serve common civil/military effort on air navigation 
and traffic control. 
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In broad terms, the amounts we are requesting are categorized as follows: 


Estimate 1958 
Regular operating budget: 
Operation and regulation $195, 000, 000 
Maintenance and operation, Washington National Airport__--_ 1, 
Maintenance and operation of public airports, Territory of 


Air navigation development 
Regular operating budget 
Capital investment budget: 
Hstablishment of air navigation facilities__.............-_--- 175, 000, 000 


Grantein-aid Tor sippente. nie) Jol eeu eels 63, 000, 000 
Construction, Washington National Airport 500, 000 


Capital investment budget 238, 500, 000 


438, 550, 000 
New obligating authority: 
Less contract authorization under Public Law 211, 84th Con- 
—63, 000, 000 
Plus appropriation to liquidate contract authorization in prior 
+35, 000, 000 


Total, appropriation requests 410, 550, 000 


In evaluating our needs in the future we have given consideration not only 
to the facilities and services required, but in addition we have reckoned with 
the capacity of the agency to purchase and install these facilities and to pro- 
vide training so as to reach the necessary level of know-how in operating per- 
sonnel. In this connection, it is significant to note that the program for the 
current year in acquiring additional facilities is on schedule, and by the end 
of the fiscal year we should have the authorized level aboard. 

We have with us a series of charts that indicate the trends and significant 
factors in the operation of CAA. At this time we should like to review these 
indices for the committee. 

Mr. Preston. Mr. Pyle, will you proceed to touch on the high- 
lights of your statement ? 

Mr. Prin. Yes, sir. 

In the first place, Mr. Chairman and members of the committee, 
I do appreciate the opportunity to come up here and present our 
budget to you. 

We have, as you know, a very distinct responsibility under the law, 
to assure safety and proper operations of aviation in the United 
States. I think this is very evident under the terms of our responsi- 
bility as provided by law. 

As very eloquently stated by Congressman Harris we have a ter- 
rific job to do in terms of the oncoming jet age, and we cannot adopt 
asoft approach. We must be in gear to handle it. 

We have looked over our problem and I think the estimates which 
we present here are urgent requirements. We hope to present suf- 
ficient air traffic facts and other data which will demonstrate our 
problem. 

During the last session of Congress, we came to you not only with 
our budget but with a suppemental which set forth our requirements. 
We believe these requests are necessary in order to catch up with the 
problem that is facing us. 

I think our capital requirements are most reasonable when com- 
pared with the terrific amount of procurement that is underway for 
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both civil and military aircraft, in the neighborhood of $100 billion. 
This is set forth in the statement. 

In the prepared statement I cite the fantastic increase in consump- 
tion of fuel, whereas our staffing has increased but 55 percent since 
1952. 

I think it well to point out, Mr. Chairman, that potentially auto- 
mation holds real promise for the future and it is the direction 
in which we must go and through which we can cut down the trend in 
manpower requirements. 

But, the basic problem we are up against right now is the fact 
that we have an urgent requirement that has just mushroomed and 
we cannot wait. We must go ahead with equipments, manpower and 
training to meet the problem that is at our doorstep right now. 

Mr. Curtis has referred to these factors in a recent speech and I 
might point out that he says that what we are doing now is good, but 
it does not minimize the urgent necessity for modernization and im- 
provement of our present system. 


INCREASES REQUESTED FOR NAVIGATIONAL AND AIR TRAFFIC CONTROL 
FACILITIES 


The significant increases in our budget for the Federal airways are 
in the area of additional air navigation and air traffic control facili- 
ties, and the manpower required to operate them. This is an area that 
we will speak to in specifics at the appropriate time. However, again, 
I want to emphasize that our big problem is to catch up so as to enable 
us to handle the situation that is upon us right now. 

We have analyzed this problem technically with the air traffic data 
that is available as to system requirements, the ability to provide the 
services, the production capacity and the proven methods which we 
know we can use. 

I would like to elaborate a little bit as to the factors cited on page 3, 
Mr. Chairman, which bring out about some of the problems. 


MILITARY USE OF AIRWAYS 


You will note that we speak of the military use of 40,000 aircraft. 
Actually, the military use the Federal airways system to the extent 
that I think we could classify it as being about 45 percent of the total 
load on the Federal airways system in terms of fixed postings. This 
will be graphically demonstrated later. ‘The problem is, however, that 
it imposes a terrific burden upon us and we must provide for the utiliza- 
tion of these aircraft—General LeMay’s, the Navy’s, in fact all of the 
Defense elements have substantial training problems. 

It might interest you to know that over 50 percent of the military 
operations right now are in excess of 20,000 feet in altitude. In other 
words, it is a jet operation to a great extent. The last propellor driven 
fighter has been retired. This does provide one fortunate aspect: It 
provides us an opportunity to work on the jet problem, but by the same 
token it imposes a real responsibility upon us to provide for the safety 
of our boys up in the air and this is an area where we are working 
to correct what I think is a very unsatisfactory situation. 

In other words, if we have just two B-47’s run into each other, we 
have lost many millions of dollars in terms of aircraft, as well as in 
terms of manpower, and the training that is attendant. 
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We have about 30 billion air carrier passenger-miles which were 
developed from the carriage of atonit 55 million passengers a year, and 
about one-half billion ton-miles of cargo. This, I think, is only in 
its infancy. We are just beginning to see the commercial use of air 
cargo. We will have this year about 6.5 billion international air car- 
rier revenue passenger miles on our own carriers, which are carrying 
5 million passengers for which we must be responsible on a worldw ide 
basis to see that their operations are proper. 

There is another factor which I think has been somewhat overlooked 
in the past, and that is the terrific increase in general aviation. This 

carries the gamut from the little airplane that flies around the : airport 
to United States Steel’s new Viscounts—four-engine turboprops. 
Eleven million hours a year are flown in the general aviation category, 
all of which we are responsible for. Just as an interesting sidelight, 
850,000 hours are flown in crop dusting alone, which is a very, very 
real factor in our safety program. 

Our present traffic control system has shown the ability to handle 
the situation reasonably well. I set forth in the statement how far 
it has progressed. I do not believe it necessary to allude to this any 
further other than to point out that we have now in my opinion ad- 
vanced about as far as we can go with our present aids. We must get 
additional equipment, and the manpower to operate this equipment to 
extend this service into other areas. 


AUTOMATION IN TRAFFIC CONTROL 


We must put more effort on automation as I mentioned before. We 
hope thereby to cut down on the manpower requirement of the future. 

On the other hand, I think we must be realistic in realizing that 
automation is still pretty far in the future, and that we have deyel- 
a work to do, and we have to be sure that whatever we put in is 
right 


RESEARCH AND DEVELOPMENT 


We have to do some additional research and development. I think 
there is an interesting project which we have right here in Washing- 
ton. Perhaps, some of you can come out and see it with me some 
day. It is located at Andrews Field, and has to do with lighting. I 
think the time has come when we must develop the capability to fly 
in all weather, and not with just 200 feet. of ceiling and a half-mile 
visibility. Here we are building a transportation system that just 
falls on its face when the weather gets bad. This is not right. We 

‘~annot fight wars in the future on a visual flight rule basis. 


AIRWAYS PLAN 


Next is our present airways plan which we will submit as an ex- 
hibit. We have booklets here, I think, for each member of the com- 
mittee. This plan covers the years 1957 to 1962. It is based upon 
better terms of reference than that presented last year, 

ove would like to stress the fact that our last year’s plan, then called 

5-year plan, in line with the authorization given us by this com- 
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mittee and the Congress, was condensed into a 3-year period of time. 
Congressional approval of this was, I think, a most statesmanlike act. 

We have also Moen fortunate in resolving the VOR/DME-TACAN 
problem about which we talked yesterday, and we are prepared to 
give you more information today on this subject. 

I would like to clearly establish the relationship of these plans— 
the 5-year plan, which was condensed into the 3-year version, and 
this plan which we present to you today. 

In the first place, there is an increase, over and above the $246 
million which we discussed with you last year, of $132 million, to 
handle the VORTAC problem and the related installations that will 
be required. We also have made some changes in the facilities and 
the unit costs which account for another $74 million. 

In other words, we are now speaking in terms of a 3-year plan 
amounting to some $452 million. We have also projected our think- 
ing ahead through fiscal 1962, which amounts to an additional cost 
of about $358 million, with an overall total cost from 1957 through 
1962 of $810 million. 

Now, we have still kept our plan geared to what we know now and 
what we see in the immediate future in terms of manpower and pres- 
ent equipment. T think it is a well-conceived plan. I also feel that 
it would be unfair to you if we did not say that this plan must and 
will be revised continuously. Maybe we will find ways to cut down 
the amount, and maybe we will find the necessity to increase it. 


COORDINATION WITH OTHER AGENCIES 


I do want to point out in this connection, however, that this overall 
plan was turned over to the navigation and air-traflic control panel of 
the Air Coordinating Committee, and reviewed by them for 314 months, 
and about the only comment we got from them other than the fact 
that it was a good plan was that they did not think it was big enough. 
However, we feel we are on a sound basis. 

Mr. Chairman, we have tried to be responsive to the needs of keep- 
ing this thing within bounds of reason and I think we are at the 
proper level. 

We have also worked assiduously with General Curtis and his staff. 
We presented and discussed this plan with them, and they are in 
general agreement with us. This is our guide, which will be reviewed 
from time to time as it should be because this is a very fluid and flexible 
business we are in. 


FLIGHT OPERATIONS AND AIRWORTHINESS 


Now a few remarks about the flight operations and airworthiness 
portion of the budget. I think the general level of activity in aviation 
has been so explosive in its increase that it has posed a real burden upon 
us. I think it is fair to say that we have not been in step with this 
increase, and that here, again, we have a problem of catching up in the 
flight operation and the airworthiness services just as we have in the 
traffic control and the air navigation facilities programs. 

To a certain extent I feel this is partly my fault because when Mr. 
Lowen who was a good personal friend of mine, came here as admin- 
istrator, I gave him as much advice as I could, but the needs of this 
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program passed me by. In our regular budget of 1957 I do not think 
we aye proper attention to the problem of aviation safety, and it was 
with your assistance last year that we came in after the Grand Canyon 
accident, which opened my eyes, quite frankly, and you gave us author- 
ity to proceed with a program that I think is a good one, and I think 
it will assure safety. 

Our 1958 submission for flight operation and airworthiness follows 
on with the program that you authorized us to enter into with the 
1957 supplemental. 

THE COMING JET ERA 


I do not want to bore you with a lot of details, but this jet era that 
we are coming into is something unbelievable. I think, perhaps, we 
could say that the one word that best typifies its operating requirements 
is “precision.” Everything has to be precise. 

I think it was demonstrated to me one day when I was ferrying 
a Navy airplane to Stewart Air Force Base. I filed a flight plan for 
Patuxent River—an hour and a half flight with 5 hours of gas in my 
airplane. Next to me was a young second lieutenant in a T-33 trainer 
jet filing a flight plan for Eglin Air Force Base on the west coast of 

lorida, and his flight plan was 2 hours 9 minutes, and he had 2 hours 
20 minutes of gas aboard. In other words, he had an 11-minute 
margin. 

That is the kind of precision that we are entering into in the jet 
operations, and to someone who has grown up in the piston age, 
although we have adequate reserves at hand, it kind of frightens you 
that so much precision is required in jet flight ; it really does. 

The overhaul of these jet engines is a very important matter. There 
is 1 engine which the Air Force has which is costing them 2,400 man- 
hours and $74,000 to overhaul. Several of these jets are going to carry 
four of these engines and you cannot overhaul them as you normally 
do a piston engine. It has to be overhauled in a vertical position in 
a dust-free, lint-free atmosphere completely air-conditioned. They 
have a fuel-control system and, if you do not adjust it just right, it will 
cost you somewhere in the neighborhood of 1,500 gallons an hour of 
additional fuel consumption. The Boeing 707, which we flew in the 
other day, on takeoff consumed 60 to 75 gallons a minute, and while 
cruising it consumed somewhere in the neighborhood of 25 gallons a 
minute. Just in taxiing it consumes about 15 gallons a minute. So, 
we have the necessity for precision. 


AIRPORT PROGRAM 


Mr. Chairman, to go into some of the other details, the airport pro- 
gram is a must. 

We have got to beef up our airport program in order that we can 
take care of not only the Federal-aid-to-airport program which is gen- 
erating many requirements as a result of the impact of the jet and 
planning for the jet, but we have to plan and help communities in 
foreseeing their requirements. 

The airport is becoming a bottleneck. We are beginning now to 
feed traffic into the airports faster than the airport itself can accept it. 
We have got to find a way out of this problem. 





251 


We have some modest increases requested for the three federally 
operated airports, and I think we can demonstrate our needs here at 
Washington and at Anchorage and Fairbanks. We have some fire- 
protection problems, but I do want to emphasize that. We have a 
sérious water and sewage problem at the Alaska sites. It is a pretty 
bad situation in which we are an undesirable member of the community 
due to the inadequate method by which we dispose of sewage. We 
are a menace to the Anchorage and Fairbanks communities from a 
sanitation standpoint. 


AIR-NAVIGATION DEVELOPMENT 


For air-navigation development we have asked $2 million to con- 
tinue and strengthen the present level of effort in this field. 

Now, I do not believe I want to take your time to go through this 
tabulation on page 7. It is in the record, but I shall be glad to answer 
any questions about it, and our experts are here to go into the details. 


ABILITY TO ACCOMPLISH PROGRAM 


One of the important things, Mr. Chairman, is that in planning 
this budget we have tried to keep it within the ability of the agency 
to get this job done. I think it is ridiculous to take on a rate of pro- 
curement and installation that we cannot possibly accomplish. 

In this area we are on a sound basis; in fact, I have been most im- 
pressed with the job that Mr. Tippets has done in getting his air- 
navigation-facilities program underway. 

We all decided on a $40 million procurement goal by the end of 
the calendar year—the Ist of January—and Mr. Tippets was able 
to commit $386.5 million, and he was not just buying for the sake of 
buying and spending money; he was buying carefully in accordance 
with our precise and very specific standards and specifications. He 
had $7.5 million as additional obligations in process. So, he was right 
on schedule, and I am real proud of the job that he and his people 
have done. 

T have to be realistic, Mr. Chairman, and recognize that we are pre- 
senting you with a very real problem. 

We have an increased budget, and I know that you are motivated 
by a sincere desire for economy, and I believe in that and fully sym- 
pathize with it, but I am equally sincere in saying that this is a pro- 
gram that in my humble opinion is a “must.” 

In summary, neither the CAA nor I would be doing a creditable job 
unless we go on at this pace. Ataslower rate I do not think we would 
be doing what you and the other Members of Congress expect of us. 


TRENDS IN AVIATION 


Now, at this point I would like to show you a few charts which will 
lay the general pattern against which we can develop the specifics; if 
that is in order, sir. 

Mr. Preston. How long will that take, Mr. Pyle? 

Mr. Pyxe. I would think probably 10 minutes, Mr. Chairman. 

Mr. Harvey. Mr. Chairman, I think we can do it in less time, sir. 


ET 
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Mr. Pyix. Mr. Harvey will actually make the explanations, because 
I think he can do it more readily and more quickly. 

Mr. Presron. Mr. Harvey, we shall be glad to hear from you. 

Mr. Harvey. Mr. Chairman and gentlemen, I would like to point 
out that air traflic is big business. At the present time we are hauling 
41.9 million passengers. This is more than three times the number 
hauled in 1946, We expect this trend to continue. Our forecast 
indicates 93 million in 1965, and 118 million by 1970. Our future 
trend is modest as compared with the past one. 

This means that the Civil Aeronautics Administration has to handle 
twice the amount of air commerce traflic we have today. 

Our air carriers are important, but general aviation is also a very 
important part of civil aviation. In fact, there are three times as 

many hours flown in general aviation as in air carriers. There are 
more hours flown by business aircraft alone than by all the domestic 
air carriers. 

Mr. Pytx. Mr. Chairman, I would call your attention to the im- 
portance of business flying. It has an impact on our overall air- 
traffic-control system capability. The story of business transporta- 
tion aircraft is a very dramatic one. For example, there are well over 
1,000 small, twin-engine airplanes that can fly just as high and al- 
though not so fast as some air carrier aircraft, and they present the 
same problem from an air-traffic-control standpoint to our agency; 
that is, the ability to fly in all weather conditions. This is a very 
serious problem, and we need to provide for it. 

Mr. Harvey. In 1956, business flying had 4.3 million hours, which 
should practically double by 1965. So, CAA has a problem of an 
increase in business flying comparable in scope and in rate to the 
one expected for air carriers. 

Another important user of CAA services is military aviation. The 
surprising thing about military aviation is that its rate of use of our 
facilities is extremely high compared to the ones for air carriers and 
general aviation. As fast as they increase, the military use of our 
facilities has increased faster. 

Mr. Prue. I would like to point out, Mr. Chairman, that there is 
a twofold reason for this: 

(a) The military has improved equipment and training capability. 
So, they can now go out and fly on instruments. In other words, 
they are no longer ‘weekend warriors waiting for a good, sunny day. 
This is the reason why we have this problem, and General LeMay, 
out in Nebraska, is screaming all the time because the capacity of 
our system is not enough for ‘his training requirements. We cannot 
absorb it. 

Mr. Harvey. The VFR use made of CAA facilities is indicated 
by the number of air carrier and itinerant landings and takeoffs at 
tower airports. In 1956, there were about 15 million. There is every 
reason to expect a doubling of this by 1965, as compared with nearly 
a fourfold increase in the | past 10 years. This means more activity 
at existing towers, and it also means more airports qualifying for 
CAA airport- -traffic-control service towers. More and more VFR 
use of our facilities is apparent. 

We find that all traffic in the United States has a pattern of con- 
centration similar to the ones for population and industry. 
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These large red dots indicate the large, the blue squares the medium, 
and the green triangles the small air traffic hubs. Together, they 
include nearly all significant concentration of terminal air traffic. 
I wish to point out that these hubs have over 80 percent of the air 
carrier departures, 76 percent of all general aviation multiengine 
aireraft, and 82 percent of aircraft operations at military bases. 
Concentration compounds the air traffic problem. 

This is our “busy chart,” which shows the activity along the airways. 
Where you see red, it means a quantity of traflic in excess of the 
effective operational capacity of the existing airway system without 
Jong-range radar to help the controiler to do his job. The amber 
indicates, like an amber on a stop light, that future air traflic increases 
will turn these airway segments into red. The green, [indicating] 
looks comfortable for the next 10 years. 

This [indicating] is a “busy” chart. I would like to say in passing 
that the en route and terminal concentration patterns follow the 
usual ones of population transportation and industry. 

Mr. Yates. What does that chart mean? Ido not quite understand 
what point you are trying to make with it. 

Mr, Harvey. The point I wish to make is that the major airways 
are carrying a load of traflic today equal to or greater than they can 
handle with the controller able to hear only. The red are the airways 
where we need to give the controller the ability to see by radar to 
increase the effective operational air traffic capacity. 

Now, not only is it busy today, but the IFR use of CAA facilities 
is actually increasing at an almost vertical rate. 1956 was 7.5 times 
more than 1946. CAA confidently expects a fourfold increase within 
the next 10 years. There is no reason for us to believe that the past 
trend will not continue. 

Last, but not least, we have a problem in the way these aircraft fly. 

Some 27 percent of all our [FR departures go less than 100 miles. 
Another 26 percent go within the 100-mile bracket. Not only do we 
have heavy, increasing traffic, but it is complicated by the ups and 
downs of the airplanes. Our en route figures tell the jet routes of 
the future. These are all the pairs of communities that have nonstop 
IFR flights, between them, in significant numbers. The red, again, 
are those pairs of highest activity. You will note that the pattern is 
very distinct. Large concentrations exist between New York and 
Chicago, New York and Miami, and wherever you have large air 
traffic hubs there are large concentrations between them. And that, 
gentlemen, illustrates that CAA has high density air traffic to handle, 
and it is increasing rapidly. The IFR portion of it—the use of the 
Federal airways—is increasing more rapidly. 

Mr. Yares. What does IFR mean ? 

Mr. Harvey. Instrument flight rule. 

Mr. Pytr. Now, Mr. Chairman, I shall attempt to answer your 
questions. 

Mr. Preston. Thank you, Mr. Pyle, for an interesting statement. 
The charts were very interesting also. 

Before beginning the general questioning, Mr. Bow has requested 
the chairman to announce that he was very much interested in hearing 
the testimony on this subject today. Because he is at the present time 
in the State Department Subcommittee, he could not be here. Also 
Mr. Laird regrets his absence today. I think Mr. Flood is in attend- 
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ance at the Defense hearings, and I know he is interested in this matter, 
We will let the record show that they expressed the hope to be here, 
but because of being involved in other subcommittees they could not, 


IMPORTANCE OF 1958 BUDGET 


The hearings this year on this subject will, perhaps, be the most im- 
portant hearings this committee has ever had on the CAA budget. 
The 1958 budget marks a new era in spending on the part of CAA 
It, perhaps, marks the beginning of the effort to supply adequate 
tacilities to deal with jet air transportation. It probably would also 
involve the serious consideration of user charges and what the military 
must contribute to this program and what the commercial airlines 
must likewise contribute to this tremendous cost that is facing us in 
the future. 

So, we shall undertake to deal with some of those questions at this 
time. 

SATURATION OF AIRWAYS SYSTEM 


First, Mr. Pyle, in your judgment how far off is the time when air 
traffic is going to become so saturated that air navigation will be seri- 
ously restricted ? 

Mr. Pye. Well, Mr. Chairman, I think the answer to this ques- 
tion—and, perhaps, I would ask Mr. Thomas also to comment on this, 
as he is our air traffic control expert. We are close to saturation today, 
with our present system and our present navigation aids, our present 
radar systems, and our present manpower. We can beef up this, of 
course, and strengthen it to take on a little more load, but the time is 
coming, and there is no question about it, when the only way we can 
get more into the system is either to incur a delay or see that the 
schedules are so oriented or so scheduled that they use the time of day 
when the system is not operating at peak. 

The Washington National Airport is a good example. There we 
have the problem of everyone wanting to leave at about 5 o’clock after 
the business hour. This imposes a terrific burden upon us. 

Mr. Preston. At this time are you delaying the filing of flight 
plans? Are flights delayed considerably now throughout the United 
States? 

Mr. Pyxe. If you do not mind, Mr. Chairman, I think Mr. Thomas 
can answer that question more readily than I can. 

Mr. D. D. Tromas. Mr. Chairman, if I may, the system is now 
restricted under bad weather conditions to an appreciable degree. 
We often find it necessary to delay aircraft operations under bad 
weather conditions—principally at the large air traffic hubs that were 
shown on the chart. 

Mr. Preston. We would expect that, Mr. Thomas, but I am talking 
about under normal flying weather. 

Mr. D. D. Tuomas, Under visual flight rules, what we call see-and- 
be-seen, there is little delay. However, there is also the serious ques- 
tion of providing some control for the high-speed operations that take 
place under VFR conditons. At the moment, the air traffic control 
system does not have the capacity to accept all such flights under 
ground control. 
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There is little delay, if they operate under their own control; if we 
attempt to impose control over them, due to their high speeds, there 
would be excessive delays. 

Mr. Preston. The original question is, how far off is the time when 
these flights are going to be delayed or air navigation restricted? This 
js an opinion that we are asking for. 

Mr. D. D. THomas. Mr. Chairman, if I understand properly, the 
feeling in the industry now is, and we share it, that the high-altitude, 
high-speed flights should be put under some control as rapidly as 
possible. If we attempted to do that today, we would have reached 
the point which you speak to. 

Mr. Preston. You are talking about highest, too? 

Mr. D. D. Tomas. Yes, sir. 

Mr. Preston. I am talking about general aviation. I will give you 
an example. 

The United States Steel Corp. requests a flight plan to depart Wash- 
ington National Airport at 4 o’clock in the afternoon. How long will 
it be before the saturation is going to be so bad—in Washington, Chi- 
cago, and New York—that the United States Steel plane will be 
advised that, because of the saturation, they cannot depart until 
5 o'clock in the afternoon, or 6 o’clock in the afternoon ? 

We are trying to think in terms of what the picture looks like for 
the future. I have not asked a difficult question. 

Mr. Pytx. I would like to explain, Mr. Chairman, in that connec- 
tion, we do have to think of this question in terms of the problem. In 
other words, if we are talking good weather, there will be no delay. 
This may go on for some appreciable time. 

Mr. Preston. That is what I am trying to establish—how long— 
10 years ? 

Mr. Pytz. I will say probably 5 years, because we are going to have 
to eventually start controlling these airplanes at all times, irrespec- 
tive of weather. 

Mr. Preston. That is what I want to establish. You think 5 
years ? 

Mr. Pyix. That is an opinion. 

Mr. Preston. Certainly. It isan educated guess. 

Mr. Pyte. I do think this: That right now, I am sure Mr. Thomas 
agrees, and this is the point I would like to make, right at this date 
you are incurring delays many times in excess of 1 hour during bad 
weather conditions. 

I do feel we have got to design and so operate the system that 
weather is of no material consequence to the efficiency of the system. 

At this time—in other words, your question has really two answers 
to it. 

Mr. Preston. All right. 

In order not to spend too much time on any one question—and we 
want to have ample time for all members of the committee to ask 
questions—we will pass to another subject. This is an interesting 
thing that may be explored for hours and days, but time will not 
permit: it. 

You brought out very forcefully here that the military is now using 
the Federal airways about 45 percent. 


89841—57——-17 


NIA RICE N 


256 


Mr. Pytx. Forty-five percent in terms of fixed postings, instru- 
ment flight rule plans, in other words. 


QUESTION OF MILITARY SERVICES SHARING COST OF OPERATION OF AIRWAYS 


Mr. Preston. Why has not the time come when civil aviation 
should be relieved of bearing the cost of providing these services for 
the military? Why is it not proper that funds be transferred through 
the military to the Civil Aeronautics Administration to assist. w ith 
this terrific burden that you are having to bear? 

We realize it all comes from the taxpayer ultimately. But, m this 
increased program of the future, you are going to be requesting 
astronomical sums to operate this system for the benefit of air car- 
riers, business executives, and the private fliers—a burden to be borne 
by the taxpayers. 

It is going to look unreasonable. How do you feel about that, 
Mr. Pyle,.as an ex-Navy aviation man, and now the CAA Admin- 
istrator ? 

Mr. Pyte. Mr. Chairman, I would appreciate some help on this 
from Mr. Rothschild and Mr. Thomas. 

Let me put it this way: Under law, we in the CAA are respon- 
sible for the control of a airways, basic ‘ally, This includes the use 
made by the military, as we ell as that made ‘by the civil.. One of the 
biggest problems we have is to insure that we provide the necessary 
services for the military, as well as the civil. This is obvious. 

At this point, it seems to me that this is a matter that should 
be budgeted by our agency, so that we can maintain complete con- 
trol over it. One of our big problems, quite frankly, is the ap- 
proach-control problem, which Mr. Thomas can speak at great length 
about. 

One of the problems for the Government is that the military tends 
to attain control over air space through use of approach-control fa- 
cilities, which are basically radars that control traffic within a small 
area. 

Our biggest battle has been to take this over, because the military, 
try as they will, cannot handle this properly, cannot handle it safely, 
and our responsibility i is not only to them, but also to the civil tra 
that may transit this area. Therefore, in answer to your Tat) 
I say that this is the responsibility which the CAA must. undertake 
and must budget for. 

Mr. Preston. Yes, sir, but you have this to consider, Mr. Pyle: I 
do not. know how long you will be CAA Administrator—we hope for 
a long time. But while you are the Administrator, you are respon- 
sible for civil air policy to a large extent. 

Mr. Pye. Yes, sir. 

Mr. Preston. You, and Mr. Rothschild, Secretary of .Commerce, 
and so on. 

It is inevitable that the CAA is going to come in for criticism for 
having requested such astronomic al sums to render a service that up 
to this point is free—free to everybody. 

Mr. Pytx.- That is right. 

Mr. Preston. If it is being used almost 50 percent by the military, 
it is only fair that they should transfer to you—not control the budg- 
et, not control the airways—but should transfer from their budget 
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enough money to oprenan their proportional use of this system, be- 
cause you are providing the service for the military. 

When the military has work done in the Bureau of Standards, 
they transfer money for it; they transfer money for various research 
projects. 

Mr. Pyzx. On a reimbursable basis. 

Mr. Preston. That is right. You must decide whether you are 
going at this time to carry the responsibility for these large sums, or 
join those who believe that the military should make a contribution 
to this, in order to reduce the sum that is to be charged against CAA 
for the future. 

Mr. Prix. Yes, sir. 

Mr. Preston. I take it that you think we ought not to make the 
military reimburse you for this service. 

Mr. Pytx. I think that would be a fair statement, but I would like 
to hear from my good boss. 

Mr. Preston. Mr. Rothschild, what is your position on that? 


USER CHARGE STUDY 


Mr. Roruscuitp. In my opening statement the other day I indi- 
cated to the committee that we were undertaking studies to develo 
a proper use charge for the operation of the airways, which could be 
applied to users. 

Mr. Presron. We are going to take that up next, in commercial 
airlines. . 

Mr. Roruscuitp. That could be applied toward a reduction of this 
enormous expenditure, We all realize that it is a very great and 
large expenditure. 

I am sure that, at the same time, we could develop the proper figures 
for the military’s share of that, and we would be glad to do that, and 
_ them to you at the same time that we will show you the other 

ures. 

7. Preston. I think you ought to develop some firm figures for 
the committee on what the military should have-to reimburse you. 

Of course, we will come in a moment to the commercial use. 

Ayiation is occupying a unique position, and unless something is 
done, it is going to continue to occupy it. We grant you that the rail- 
roads had preferred attention in their early days. Shipping has had 
some modest advantages—nothing to compare with aviation. But 
the Government does not provide any traffic control for the railroads, 
to see that engines do not run together on the tracks. 

We.do not provide control for ships on the seas. We do put up 
certain markers, of course, for navigation, but we do not. provide any 
assistance to other forms of transportation. Aviation is in a very 
unique position. 

The question is, How long shall this last? Aviation is at the turn- 
ing point now, and in my opinion, the opinion of one individual, it 
is established. It has gone over the rough period of its existence. 
From now on out it is going to be a moneymaking proposition to 
almost all lines. 

We must begin to think in terms of making them pay some of their 
costs that the Government is bearing, because the cost is getting out 
of hand. 
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USER COST BY COMMERCIAL AIRLINES AND PRIVATE INDIVIDUALS 


That brings us to the question of user costs for commercial airlines. 
Mr. Pyle, I will be glad to hear from you on that question. 

Mr. Pyte. Mr. Chairman, I feel, as you do, that this is a proper 
avenue that we should definitely explore, and very carefully. I think 
it is a problem, however, that we must consider on an equitable basis. 
_ I think it is not only the airlines that must pay this cost—I think 
it is all users of the airspace. This, of course, leads you right back 
to the question about the military. 

The business executive who flies in his Viscount is just as much a 
user of the airspace as Capital Airlines flying right alongside in the 
same type equipment. He should bear the same cost. 

Mr. Preston. I agree with that. 

Mr. Pytx. I think it is up to us—and as Mr. Rothschild points out— 
what we are doing right now is trying to study just how we approach 
this problem from the standpoint of equity, from the standpoint of 
the figures, from the standpoint of the capital investment, all of 
which are being cranked into this picture, so that we can come up 
Hi a good and sound recommendation that will stand on its own 

eet. 

This study is in process on an expedited basis right now. 

Mr. Preston. It will no doubt have to be based on air-miles per 
type of equipment. 

Mr. Roruscuirp. Mr. Chairman, our present thinking would seem 
to indicate that about the only equitable way of charging all users is 
through a fuel tax; the computation and the administration of any- 
thing else would get into such an involved process that we have about 
concluded the only way to approach it is through a fuel tax. 

Mr. SHetiey. How would you include the military in that? 

Mr. Rornscuip. If we could follow the chairman’s suggestion, it 
would not be difficult to compute how much of the use of the airways 
is made by the military, and that could be done, as you indicated, on 
transfer of funds. 

Mr. Preston. We know exactly what it costs to operate the airways. 

Mr. Roruscutip. Yes, sir. 

Mr. Preston. Then we apply a percentage figure to it, and that is it. 

Mr. Roruscump. Yes, sir. It would appear in their budget instead 
of ours. That is what you had in mind, Mr. Chairman. 

Mr. Preston. Yes, sir. 

Mr. Pyue. I wanted to explain that the problem is that we have 
to first develop the cost. This is simple. Then we take 45 percent 
and say, “This is military; 55 percent is general and business, air 
commerce.” Then we have to get the proper formula to tax up to that 
55 percent, or whatever portion we decide. 

Mr. Preston. Would such a user charge for private flyers retard 
flying seriously ? , bs 

Mr. Pyue. I do not think so, Mr. Chairman, if it were on an equi- 
table basis. It might be a little difficult to sell, and there might be some 
considerable discussion of the thing, but with a proper formula, I do 
not think it would impose an undue burden. 
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USEFUL LIFE OF EQUIPMENT 


Mr. Preston. We have been handling this appropriation on this 
committee long enough to learn that of the equipment we have been 
buying over the last 10 years, much of it is largely obsolete now. We 
have spent a lot of money for VOR/DME, a large portion of which 
will be thrown out of the window. 

How much of the type of equipment we are requested to furnish in 
this budget, Mr. Pyle, will be obsolete, in your opinion ? 

Mr. Prue. I would like to be corrected by Mr. Tippets in my answer, 
Mr. Chairman, but I would say a great portion of it would probably 
be in use for 15 years, at a minimum. Perhaps Mr. Tippets would like 
to amend this statement. 

I am thinking in terms of communications equipment, radar equip- 
ment; ground equipment basically is what I have reference to. 

Mr. Preston, Yes, sir. 

Mr. Trerets. I think Mr. Pyle’s statement, Mr. Chairman, is about 
right. Asa matter of fact, radar will continue as a basic data collect- 
ing apparatus, for whatever automation comes into our system, and 
may be with us even longer than this. There will be improvements 
as we go along. 

We are working in an area that year by year shows significant 
progress. In the case of the ground-navigation devices, even in the in- 
tense development going on there, it is my opinion that much of 
the equipment here requested will be in use 15 or 20 years from now. 

With communications equipment, the same applies. I think Mr. 
Pyle’s statement of 15 years is probably a good mean figure, but I think 
much of it will last longer than that. 

Mr. Preston. You are asking for about $132 million for VORTAC. 
You do not think it will be good for 15 years, do you? 

Mr. Trrrets. Yes, sir. It is my personal opinion that in this ground 
environment, there will be special apparatus and devices that will come 
into being that will get a lot of attention, but on a systemwide basis, 
widespread use, in the domestic United States the VORTAC will be 
with us for at least 15 years. 


AUTOMATIC CONTROL OF AIRPLANES 


Mr. Preston. Mr. Tippets, is any consideration begin given—and 
the question may be included in this question of automation; I do 
not know—is any consideration being given to remote control of air- 
craft from the ground ? 

Mr. Tierets. Without pilots? 

Mr. Preston. No, with pilots. 

Mr. Trrrers. No, sir. 

Mr. Prez. If you will pardon me, I would like to answer this ques- 
tion, Mr. Chairman. I think I understand what you mean. 

Basically, the answer is “yes.” What is involved is the communica- 
tions problem here, which you are referring to if we think of it in those 
terms, we will be able to develop in the next few years a method of 
sending signals to the aircraft which will, in effect, be automatic con- 
trol of the airplane; it can even be fed right into the automatic pilot 
for automatic landings, and so forth. 

Mr. Preston. That is what I am speaking of. 
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Mr. Pytx. We have now couplers, we call them, tied right into the 
instrument-landing system. The plane flies itself right down. It 
can actually, almost, make a touchdown automatically. This type of 
thing we are going forward with just as fast as we can. I signed 
a contract, a very small one, the other day to develop the instrument- 
landing system so it would take the airplane right down to the ground. 

Mr. Tirrets. I think you will see that, Mr. Chairman, in some of 
the aviation press releases that you probably already have, but we have 
been talking about automatic-transmission devices. These will tie 
into the kind of system we now have. 

There may be modifications to it to make it compatible, but what 
Mr. Pyle is saying, data from the plane will be transmitted auto- 
matically, giving the altitude they are flying, and other vital data. 
This eliminates the voice-radio-channel congestion. Data will be fed 
through automatic means and displayed to the controller in a fashion 
that he may make his decision in the execution of control. We are 
anxiously looking forward to this. 

Mr. Tuomas. Will you yield, Mr. Chairman, for an observation ? 

Mr. Preston. Yes, sir. 

Mr. Tuomas. This much is certain: As the pressure continues to 
mount for more airspace, the pressure is going to increase for better 
equipment. Their guess is worth exactly as much as the paper it is 
written on. You will have to have better equipment. If not, you are 
not making progress. 

Mr. Roruscuitp. There is one saving factor. I think you must 
realize this is particularly true in the air-carrier field: That every 
time a new plane comes along, it is a larger and faster plane than the 
plane it lila. so that, in terms of airplane movements, the growth 
of movements is not as great as the growth in passengers, and it takes 
no more equipment to handle a 150-passenger plane than it does to 
handle a single-seater, 

Mr. Suetiey. Is that not being offset by the increase in the number 
of private-company planes to some extent ? 

Mr. Roruscutip. To some extent it is; yes, sir. 


DEGREE OF SAFETY IN FLYING 


Mr. Preston. Mr. Pyle, you are asking for a large increase in this 
budget. You are asking for some 6,000 additional employees. That 
is a terrific increase. It leads me to ask this question about the need 
for them: Are our aircraft today that traverse the Federal airways 
flying with adequate control and guidance from the traflic-control 
centers and from the control towers? Are they flying safely today ? 

Mr. Pytr. Yes, sir. They are, Mr. Chairman. However, the 
problem is this: With this increase the pressure is always such that 
we must increase our capacity. 

Now, what happens when bad weather descends is that we just have 
to tell the pilots, air carriers, the general aviation people, they 
must accept delays—an hour, 2 hours, 3 hours. At this point then we 
are not giving the service that we should. 
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HIGH-ALTITUDE CONTROL 


In addition, I feel very strongly—and I can give you very good and 
sufficient technical reasons why this is a must—we must control air- 
eraft at a high altitude. This gets into a very technical problem, but 
if you wish 

r. Preston. We will go into that at the proper time. We are 
going to discuss this high-altitude problem. That is not directly on 
us yet. We know we must get ready for it. 

r. Pytx. We hope to have airspace control at altitudes above 
24,000 feet in operation by April 1, 16 Saye from now. 

Mr. Preston. High-altitude flying, to any appreciable degree, is 
not in existence yet, is it ? 

Mr. Prue. Yes, sir. The military are up there right now. Civil 
operations will be up there very soon. 

Mr. Preston. Military, yes; but civilian aviation has not gone to 
it very much yet. 

Mr. Pyre. Civilian aviation is limited very much at the moment 
to 25,000 feet. 

Mr. Preston. High altitude is something above that, is it not? 

Mr. Pye. Yes, sir. 

Mr. Preston. I am talking in terms of real high-altitude flying, 
envisioned by the jet-track aircraft that will fly above 30,000. You are 
competent to take care of 25,000 feet now without any trouble, are 
you not ? 

Mr. Prix. No, sir; we are not. We are not competent to handle 
every airplane on an instrument-type plan. This is where the pres- 
sure comes. We are not actually in a position to do this right now 
with our present equipment and staffing. 

Mr. Preston. Your equipment is competent to do it, is it not? 

Mr. Pyrite. Not exactly; no, sir. I would like to have Mr. Tippets 
and Mr Thomas further explain this. 





INCREASES IN PERSONNEL AND SAFETY IN FLYING 


Mr. Preston. We are going to go into the question of high-altitude 
flying at the proper time. I do not want to duplicate here. The 
thing I want to establish is what, percentagewise, is this increase in 
personnel ; 30 or 25 percent ? 

Mr. Basntent. About 30 percent. 

Mr. Preston. About 30-percent increase in personnel. If that large 
increase is needed, it would certainly appear that we are not ade- 
quately providing proper safeguards and proper guidance for air- 
craft today. 

CONTROLLED AIRSPACE 


Mr. TxHomas. Obviously, that is true. Otherwise you would not 
have had the wreck over Arizona 6 months ago. What he is trying 
to get at is this: What part of your airspace under 25,000 is not 
controlled today ? 

Mr. Basniour. I think I can clear that up, perhaps. Mr. Chairman, 
in the control of air traffic there are two basic categories: We refere 
to instrument flight rule conditions existing when we have control 
over the aircraft movement. What happens is that, except on those 
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days when the weather is bad, the small airplanes do not use instru- 
ment flight rules, because it slows them down. It limits their flexi- 
bility. Itisa handicap to them. 

Certain airlines do use instrument flight rules all the time, but 
we have not the capacity—our system just does not have enough 
capacity—to take all the airplanes that want to fly on a given day 
and put them under instrument flight rule conditions. 

As to the kind of equipment that Mr. Thomas alluded to, as there 
are increased performances and improved types of commercial air- 
craft, they need to use them on an around-the-clock basis. They have 
to use them that way if they are going to be eflicient, so we have a 
transition in that people who have been flying under good weather 
conditions now want to fly at a given hour regardless of weather. 

We do not have the capacity to move along the airways this volume 
of equipment. These additional employees we are talking about are 
necessary if we are going to scale our operation so that we can safely 
control all the airplanes when they fly, and that is our goal, a capacity 
to use our airway system to safely separate all the aircraft. If we 
do not have it that way, we do not have a system. 

Mr. Preston. What you people are asking for, in effect, you want 
to develop a utopian situation. 

Mr. Basnient. No, sir. 

Mr. Preston. Oh, yes. If we were to permit the Defense Depart- 
ment to develop a utopian defense, the cost would be twice what it is 
today. 

Mr. Trrrerts. I see you have your book turned to page 16 of the 
plan. I think this demonstrates the point that everyone is trying to 
make: The restrictions on where you fly are limited to these shaded 
areas. [Pointing.] These shaded areas are areas where we currently 
have communications, navigation aids, and some radar, but very 
limited, until we get further along with this plan. 

The flexibility of this system is extremely limited, because just as 
in the case of the Grand Canyon, for example, the airway structure 
does not provide a route through the Grand Canyon. It will in the 
middle of April. The facilities will be finished and at certain high 
altitudes we will be able to designate an air route through there. With 
high-performance aircraft, including military, this rigidity can no 
longer be tolerated. 

We have to get into service a system which above certain altitudes, 
will provide radar, navigation, and communication so that the flexi- 
bility of route structure will permit efficient use of the aircraft, in both 
commercial and military aviation. 

It is to that end that we are developing a system that will provide 
this flexibility, and above 15,000 feet our plan contemplates controller- 
pilot communications continuously, on whatever circuit or route the 
structures have to take. 

Above 15,000 in the United States we hope to have radar coverage 
so we can give radar separation and minimize, again, the accident 
possibilities. Above 15,000 feet in the United States we hope to have 
blanket coverage by the navigation system, VORTAC. In this so- 
called airway structure [pointing to p. 16 in plan] there will always 
be a great segment of flying from city to city, community to com- 
munity, 
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The economics of the situation, passenger travel, and some types of 
military travel, will always demand that. We intend to project under 
this umbrella system concept facilities down to minimum routes above 
the ground. That is 700 feet above the ground in the case of navigation 
facilities, so that this pattern of extended fingers or airways can meet 
the new demands as they arise. At the high altitudes used by new air- 
eraft, including the present DC-6 and DC-—7—every pressurized air- 
craft flies above the 15,000 area—we must have control of all the 
airspace because the present type airway structure will not accom- 
modate them, either in terms of demand or continue to assure safety 
unless we get into this sort of a system concept. 

It is this systems concept we projected in last year’s plan, and we 
must build such a system, to serve the Nation, military and civil. 


AIR COORDINATING COMMITTEE RECOMMENDATION 


Mr. Rornscutmp. Mr. Chairman, to indicate this would not be 
utopian if we spent $810 million, we have an opinion from people on 
a panel of the Air Coordinating Committee that we have not gone 
far enough with this $810 million. 

Mr. Preston. With due respect to that committee, we are not always 
too much impressed by their recommendations because their recom- 
mendations are not usually based on any concern about the money 
involved. It is usually based on the idea of desirability, without re- 
gard to cost. 

Mr. Yates. Is it possible to get the recommendations of the Air 
Coordinating Committee so we may see them in connection with our 
consideration of the amounts of money we should spend? Are these 
recommendations in writing? Can they be made available to members 
of the committee ? 

Mr. Roruscuirp. This plan has not been approved. 

Mr. Preston. We do not usually call on them for guidance in our 
committee. 

Mr. Yates. You misunderstand me. My question is this: Are their 
recommendations in writing so if a member of the committee wanted 
to read them he could ? 

Mr. Preston. They have certain recommendations. The release 
they made on VORTAC is available to everybody. 

Mr. Yarers. Just a press release was all that was filed? 

Mr. Preston. I use that as an example. You are at liberty to call 
on the Air Coordinating Committee for any information. If any- 
body wants to testify, we will ask them. 

Mr. Trerers. There is a paper which endorses the 1957 program by 
the Air Coordinating Committee ; there is also a paper which endorses 
the 1958 program. That committee is made up primarily of repre- 
sentatives from the Government, with participation by industry. 

The point we make is that any plan is a projection, year by year, of 
the extended needs and the continuing needs. We intend to go back 
to the Air Coordinating Committee so as to assure you that there is 
this type of understanding each year when we come before you. 

In the case of this particular estimate, what they have said is that, 
“In order of magnitude of the gross expenditures, the details of the 
kinds of items that are in the budget, the increments, year by year, 
of these needs, we endorse.” Specifically in connection with the 1958 
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budget, they have endorsed it as to the specific items. As a matter 
of fact, they recommended a few additions be made. 

The Air Coordinating Committee has studied the Federal airway 
plan and specifically for 1958, they have said, “We approve of the 
CAA 1958 budget request as being a necessary increment in its total 
plan.” 

Mr. Chairman, on one other point. You will note the needs are 
developed and coordinated with military and civil users. We do not 
do this in a vacuum. We have to get detailed technical needs. We 
function as a service organization to so many facets of military and 
civilian industry that we must develop what appears to be the best 
plan, and what appears to be the logical need. 


HIGH ALTITUDE FLYING 


One other point, Mr. Chairman. You made the point that the civil 
aviation is not in high altitude yet. The military airplanes have to 
get up and down from high altitudes in the same airspace with civil 
aircraft, and while it may be that civil airplanes are not up to the 
30,000 and 40,000 foot level, the transit of the military jets through 
this area, as well as their own safety above this area, is of equal im- 
portance to the CAA. 

Mr. Preston. All right. Mr. Pyle, did you have a brief observation 
you wanted to make? 

Mr. Pyue. I did not want to take undue time, but I do think it is 
important to point out that we are faced with the civil jet operation 
just a little over a year. As the manufacturers can produce the air- 
craft we must make airworthiness certifications. 'They will be in op- 
eration shortly thereafter. 

We must be ready to take on this additional load, which does impose 
this necessity to operate ata high level. We must employ people, train 
them, and qualify them. We cannot do this overnight. This is one 
of our real, serious problems, that is, trained, competent, adequate 
personnel as the new aircraft are placed in service. 

Mr. Preston. I do not think anybody on the committee is taking 
issue with you about the need for controlling the high-altitude flying, 
me recognize that. It came in collaterally with our other discussion 

ere. 
Mr. Pyte. Yes, sir. 


NECESSITY FOR USER CHARGES 


Mr. Preston. One more question, and we shall pass to the other 
members for general questioning. Once the user charges have been 
instituted, the commercial flyers, private flyers, and business-type 
flyers, could certainly expect better service. But until such time as it 
is inaugurated, why is it not reasonable for them to expect some delay 
in inclement weather, or bad flying conditions, and to have to do wit 
less facilities than we would like to have? 

We have 2 concerns in this committee—very definitely 2 concerns: 
We are interested in providing sufficient facilities for air safety for 
the American people. That includes all aviators and passengers, but 
also, we have a very deep concern about the welfare of the taxpayer. 
Our prime responsibility is to protect the taxpayers’ interests here. 
That is why we have these hearings. 
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Generally, those things are desirable, but for the taxpayers’ interest, 
we have to defer some things. 

I cannot, from my personal viewpoint—and I am not speaking for 
anybody but myself—emphasize too strongly the need for carrying 
forward these user-charge studies. From the long-range standpoint, 
and in the interest of aviation, the advancement of aviation, the 
advancement of faciltiies, we must, to make aviation safer and more 
effective, do this. 

Mr. SHetiey. You may speak for me, Mr. Chairman. 

Mr. Roruscutip. Mr. Chairman, we will have recommendations 
for you in this session of Congress. 

Mr. Preston. Very well. We will be delighted to see them. 

Mr. Thomas, do you have some questions? 


PLANS FOR IMPROVEMENT IN SAFETY 


Mr. Tuomas. I have 1 or 2 questions. 

Explain to us now, in quite simple language—you do not have to 
be too technical—your plan for this year, 1958 and succeeding years, 
to prevent accidents. What does it do to prevent an accident from 
happening that happened in the Grand Canyon last year. Certainly 
that accident did not come about by virtue of faulty equipment; did it? 

Mr. Prue. No, sir. 

Mr. Tuomas. Tell us first why it happened, and then what this plan 
now before us will do to prevent such accidents as that. 

That is pretty plainly stated; is it not? 

Mr. Pyrite. Mr. Thomas, I will attempt to answer that, but I will 
ask for help from my good experts here, too. We want to be sure we 
get that across to you. 

Mr. Tuomas. Let them cut in, then. They seem to be men of great 
understanding. 

GRAND CANYON ACCIDENT 


Mr. Pye. I would put it this way, sir: In connection with the 
Grand Canyon accident—without getting into a lot of the details of 
the flight plan, et cetera—those 2 aircraft were operating across 
an area that was not a designated airway—1 of the green-shaded areas. 

Mr. THomas. You mean it was an uncontrolled airspace? 

Mr. Pyrite. Airspace; that is correct. 

Mr. Tuomas. I understand that. Why was it not controlled at the 
time? 

Mr. Pyrex. Because there were no facilities there that would enable 
us to control traffic, either navigation aids on the ground or com- 
munications stations that would enable us to provide that protection. 

Mr. Tuomas. Is there anything in your 1958 plan to control that 
area through there? 

Mr. Pyte. Yes, sir; very definitely. 

Mr. Tuomas. You are talking in language we can understand. If 
you will proceed to talk that way, sir. 

Mr. Prix. The 1957 estimate covered the necessary ground facili- 
ties that we required in terms of navigation aids and communications 
stations. The 1958 estimate covers the personnel, additional person- 
nel, that will be required. That same story goes on all over the 
country, on the selected basis, based upon our studies of air traffic 
movements. 
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HIGH ALTITUDE CONTROL 


Mr. Tuomas. Is this plan of yours going to give protection at cer- 
tain altitudes, while at other altitudes it will not afford that protec- 
tion? Are there any if’s and’s, or but’s in your plan now? 

Mr. Pytz. At this point I would like Mr. Thomas, who is an ex- 
pert, to explain much more clearly than I the answer to that question. 

Mr. D. D. Tuomas. Mr. Thomas, beginning in April, next month, 
we will control all the airspace above 24,000 feet, so at altitudes 
24,000 feet and above this entire chart will be green. 

Mr. Yates. All over the country ? 

Mr. Tuomas. All over the continental United States ? 

Mr. D. D. Tuomas. All over the continental United States, with 
some restricted areas, such as the White House. 

Mr. Tuomas. Atomic installations, and 2 or 3 military installations. 

Mr. D. D. THomas. Those are exceptions. 

This will be, however, only for those aircraft operating under 
instrument flight rules—that is, aircraft that will fly in bad weather, 
and file their flight plans. It will not protect all aircraft which are 
rT because we will still have operations on “see and be seen” 
rasis. 

Mr. Tuomas. If he gets up over 24,000, he is supposed to have certain 
instruments ? 

Mr. D. D. Tuomas. Not initially. Our initial step is merely to ex- 
pand the control system on an area basis the way it operates today on 
a route basis. By January of next year this will be dropped down 
to 15,000 feet. 

It will cover virtually all the high-altitude, high-speed operations 
in the United States, both civil and military, operating under instru- 
ment flight rules. 

Mr. Tuomas. Let me interrupt, please. 

You say by April, May, or June, or by next year, if a man gets above 
20,000 or 25,000 feet he can still go up there without certain instru- 
ments on the plane? 

Mr. D. D. Tuomas. Yes, sir. 

Mr. Tuomas. Is it against the law? 

Mr. D. D. Tuomas. No, sir; it will not be. 

Mr. Tuomas. You have no jurisdiction over them? 

Mr. D. D. Tuomas. No, sir. The planning is this: If we attempt 
to do this in April or June, or some other month soon, we would put 
the unequipped aircraft on the ground. We do not feel the system 
will provide them with the separation and services they need and 
yet fly the hours needed by the military. 

Mr. Tuomas. So your plan, then, is adjusted for—— 

Mr. Tuomas. For ability to produce. 

Mr. Tuomas. You have to mesh in the needs of the military with 
the civilians. 

Mr. D. D. Tuomas. Yes, sir. 

Mr. Tuomas. The upshot of it is you come up with an unsafe plan 
for everybody, military and civilian. 

Mr. Roruscuixp. Safer than it is now. 

Mr. Tuomas. It is still not safe. 

Mr. Roruscurrp. Not utopian. 

Mr. D. D. Tuomas. It is in that stage. 
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CONTROL OF ALL AIRCRAFT 


Mr. Pyue. I think the point that we are close to, but do not get 
across, is that those aircraft that operate above 24,000 feet without 
filing an instrument flight plan only do so, after the 1st of April, if 
the weather is good and they can be seen. 

I must be honest. This is not certainly any utopia. I would like to 
see every one of those airplanes controlled. 

Mr. Tuomas. We are going to have to come to a system sooner or 
later, where you can control every airplane the minute it gets off the 
ground, until it sets down; are we not? 

Mr. Prix. Yes, sir. 

Mr. Tuomas. Regardless of the altitude it goes; are you working 
toward that ? 

Mr. Roruscuirp. Yes, sir. 

Mr. Tuomas. That isthe only safe plan; is it not? 

Mr. Yares. Is it safe? 

Mr. Pyte. Yes, sir. 

Mr. Tuomas. Is that what you are working toward ? 

Mr. Pyte. That is our objective. 

Mr. Tuomas. Are we not entitled to that ? 

Mr. Pye. Yes, sir. 

Mr. Tuomas. Anything short of that will not get the job done; 
will it? 

Mr. Roruscuiip. Most people riding airplanes today think they 
have it. 

Mr. Tuomas. Mr. Yates and I are beginning to believe we clo not. 

Mr. D. D. Tuomas. Mr. Thomas, this is our objective. I will give 
you the stages. There are not enough controllers in the United States 
today to do this job; there is not enough radar in being; there is not 
enough communications in being. 


COST OF CONTROLLING ALL AIRCRAFT 


Mr. Tuomas. How long is it going to take us to get the radar 
and trained personnel, and how much will it cost us on an annual 
basis? You are not going to be able to get along and satisfy John 
Public, and certainly something short of that should not satisfy him. 
Aviation is increasing—as the statistics point out. It is just in its 
infancy, and this year is no indication of what will happen next year. 
How long will it take to reach that efficiency and how much will it cost 
on an annual basis ¢ 

Mr. Tiprets. The plan we presented to you anticipates in the next 
5 years we will have accomplished those goals that I mentioned 
earlier, and that is, all United States airspace covered with naviga- 
tion aids above 15,000 feet; all United States airspace covered above 
15,000 feet with radar; all of the United States airspace above 15,000 
feet covered with communications, and in addition to that 








Mr. Tuomas. That does not mean much to me. I am speaking as 
an average fellow. You mentioned three different types of equip- 
ment. 

Mr. Tiprets. That is right. 

Mr. Tuomas. What the limitation of safety for each one is, I do 
not know. I am asking you how long will it take you to come up with 
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plans, equipment, trained personnel, and put into effect a system with 
maximum degree of safety at all altitudes? What will it cost on an 
annual basis? 

Mr. Pyzx, Mr. Chairman, I would like to answer Mr. Thomas’ 
uestion in this way-—and it will not be a satisfactory answer, Mr, 
‘homas, I am afraid: The answer is that we really do not know at 

this stage of the game. The point that you make is the very objective 
which we must achieve, and as soon as possible, but we have got to 
do some major breakthroughs in, for instance, the automation field. 
How to automatize the handling ‘of this information that is coming 
in from the aircraft, display it before the controller, enable the con- 
troller to use this information efficiently? How to solve the communi- 
cations problem? These are still gray areas about which we do not 
know the answers, so I think it would be entirely unfair to you to try 
and give you any kind of an answer that would be a little better than 
an educated guess, 

I would say it would be a minimum of 10 years before we achieve this 

objective of maximum safety at all altitudes. 


INCREASE IN AIR TRAFFIC 


Mr. Tuomas. How much of an increase in air traffic will you 
have in the next 10 years? 

Mr. Pyte. I would like for Mr. Harvey to answer that. 

Mr. Harvey. Between 3 and 4 times. 

Mr. Tuomas. Do you think your progress in safety will be com- 
mensurate with the increase in air traffic in 10 years? 

Mr. Pyrte. I would like to answer that, if ILmay. I do not want to 
appear blunt but I think it is a fact we are catching up now and at 
the same time trying to step ahead, and in this dual job that we are 
undertaking is a bac -kbr eaking thing. 

Mr. Tuomas. Is it your answer that the progress you are making in 

safety will be comemnsurate with the increase in air traffic in the next 
5 to 10 years? 

Mr. Pyux. Yes. I think the answer is affirmative in that respect, 
but we will have to go a lot faster, and that is what we have to do. 
This is my job, and if we do not go faster I am not doing my job for 
you Members of Congress. 

Mr. Roriscuiip. This might be a place to say that a great deal of 
this depends upon moneys s that are made available to us. 


ANNUAL COST OF OPERATING ALL AIRCRAFT 


Mr. Tuomas. That is what we have asked. How much money it is 
going to take to do this on an annual basis? What is your figure, Mr. 
Rothschild? What is your best estimate? What is it going to cost 
you on an annual basis? 

Mr. Roruscuinp. We do not know 10 years from now what it will 
cost an annual basis. The best that we could do would be to give it to 
you in shorter periods. We feel confident that our 1958 plan as 
exposed to you gentleman today is a step toward achieving what. you 
want. 

Mr. Tuomas. You are not more than one-fourth complete. \ Cover- 
mg, your whole field it is about one-fourth of what you ultimately 
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intend to do. You have it broken down into altitudes, certain types 
of equipment for that altitude. 

Mr. Tiprers. This is an evolution. We will have to evolve into this 
plan as rapidly as the state of the arts lets us do it. 

Mr. Tuomas. I am trying to get you to put it into some understand- 
able terms. This budget of $195 million is how much of what the 
ultimate job will cost ¢ 

Mr. Basnicur. By 1962 our planning involves the installation of 
$810 million worth of equipment. This will provide us control over 
airspace above 15,000 feet, and ladders of airspace to get up and down 
to that altitude in which there will be control. 

Mr. Tuomas. This is a chickenfeed part of your request. 

Mr. Basnicurt. In terms of annual operating cost, by 1962 it will 
require approximately $430 million a year to operate this system 
of equipment. 

Mr. Yares. After it is all installed ? 

Mr. Basnienr. After it is all installed. 

Mr. Roruscuup. A large part of it will be retrieved by user charges. 
We hope to retrieve all of the nonmilitary costs. 


SAFETY IN FLYING 


Mr. Tuomas. This is one item that you cannot measure in terms of 
dollars and cents. Whatever it is going to take in terms of dollars 
and cents to get safety, the American people are going to demand, 
and nothing short of that. 

Mr. Roruscump. That is right. 

Mr. Tuomas. If it costs X dollars you are going to have to supply 
X dollars. It is safety that they are looking for. They are not 
concerned too much about what it is going to cost. I hope that you 

ntlemen will stay with your problem. From what you say now, 
it looks as though if a man gets up in an airplane he is sort of asking 
for a little difficulty, is he not ? 

Mr. Pye. No, sir. 

Mr. Tuomas, In the present state of the art. 

Mr. Pyxe. I feel very strongly on this point, Mr. Thomas. We do 
not accept into the system anything that will make it unsafe. 

Mr. THomas. What makes highway travel so unsafe ? 

Mr. Roruscuiip. Speed 

Mr. 'THomas. A lot of automobiles driving at high speed. 

Mr. Prue. That is right. 

Mr. THomas. You have just said that the airspace up here is already 
crowded, and you further said that in the next 10 years you are going 
to have 300 percent more traffic than you have now. Well, that is just 
plain ABC. It is unsafe. If it is unsafe now it is going to be 300 
percent more unsafe 10 years from now, is it not? 

Mr. Prue. Perhaps this ought to be off the record. 

(Discussion off the record.) 

Mr. Tuomas. Who was the expert that said from Washington to 
New York was a death lane? 

Mr. Pyrite. I do not know. I would like to argue it with them. 

Mr. Yares. Which expert was it? 

Mr. D. D. THomas. It appeared in a magazine article. 
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Mr. Yates. Would an expert call it a death lane? 

Mr. Basnieur. A pilot may call it that. 

Mr. Yates. Heisanexpert. Why isit called that! 

Mr. Basnicur. There is so much congestion of tré uffic ¢ and so many 
requirements to stay within that an individual’s opinion might lead 
him to the conclusion it is a death lane, but that is not the uniform 
opinion. 

Mr. Tomas. Is there a lot of congestion ? 

Mr. Basnient. In terms of airspace, yes. 


ATRPORT CAPACITY 


Mr. Yares. I remember that your predecessor came in here and 
asked to step up traflic into the Washington area or airport by 10 or 
15 percent. I believe the reason he gave was because you were putting 
bends into the runways so that the planes could get off the runways 
faster. At that time I was impressed with the fact that at least the 
Washington airport was up to its maximum traffic. I know that 
Chicago has the heaviest density in the Nation. I know New York 
has almost as much traffic as Chicago. A friend, whose name [ do not 
know, has told us air traffic is going to be increased by 3 or 4 times 
within the next 10 years. If we are up to capacity now, how can it 
be increased by that percentage within the next 10 years, especially 
when you have this congestion at the airport ? 

Mr. Pyter. I think one of the big problems—and this is why we 
have put in our Airport Planning Section, which is an item in this 
year’s budget—is to impress the communities that they must do a 
little thinking, too; that they must do as you pointed out and enable 
the planes to get off the runways more quickly. They must provide 
secondary airports. They may have to provide smaller airports to 
take smaller airplanes and relieve the pressure on the big airports. 

Mr. Yatrrs. What happens to the airspace around all three of the air- 
ports that I mentioned ? 

Mr. Pye. By virtue of radar, approach control, radar techniques, 
better control of traffic in the air, and the introduction of new control 
techniques we are able to so effectively use airspace that the airport 
facilities becomes the bottleneck. It is a very, very difficult problem. 

Mr. Yarrs. You have no bottleneck in the air above the airport 
at all? 

Mr. Pye. I would not want you to understand there is not a bottle- 
neck, but by an increase in our radar equipment and an increase in 
the traffic controllers—brute force treatment—we can shove a few 
more airplanes in. It is not going to meet the problem entirely. I 
think for the interim period we can get by with it. What we will 
have to do is to come eventually to other means which will be a major 
breakthrough in increasing this traffic. 

Mr. Yates. How can you predict an increase of three to four 
hundred percent in traffic when you do not have the foreseeable 
means yet to handle that traffic? 

Mr. D. D. Tuomas. I think that I can clarify this. We are up to 
the capacity with the people and the equipment that we now have. 
Air traffic controls operate basically on the manual system, using posi- 
tion reports from airplanes. T herefore, we require 10 minutes time 
separation for 2 aircraft at the same altitude. Distance varies from 
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a minimum of 30 miles for a DC-3 to a jet at 100 miles or more. If 
we are talking about jet airplanes, ATC would have only two airplanes 
between here and New York at one altitude, some 200 miles. Use 
of several altitudes would get you more. Close into an airport, ATC 
can, with radar, safely separate the airplanes by intervals of only 3 
miles. If they are some distance away from the airport, ATC with 
‘adar can separate them safely by 5 miles. So you see the large 
separations we now have is this [indicating] which represents the dif- 
ference between airplanes at 100 miles. It could collapse down to 
the width of one of these lines. This is a part of our Federal airway 
plan. We will get tremendous increases in capacity. 

Mr. Yates. Do you have that equipment available at the present 
time / 

Mr. D. D. Tuomas. In some places we are using it. We are using it 
in Washington and New York, and it is being installed in Chicago. 
There are other elements that we need—direct fast communication. 
We have to know where the airplanes are and fast communications 
assist us. 

Another major element that we look forward to is the electronic com- 
puters to assist the controller in his duty of computing flight paths 
and posting information. 

If I may add, sir, there is a serious question of airport capacity, and 
this can only be resolved by additional runways. We think that we 
know how to handle the air traffic control situation. 

Mr. Yates. That is true now? 

Mr. D. D. Tuomas. Yes. We think that we know from an air traffic 
control viewpoint how to handle the air traffic. 

Mr. Yates. If you have additional runways put into your local ports 
that will help? 

Mr. D. D. Tuomas. Additional landing area capacity in some com- 
munities will be required. 

Mr. Yares. I would think so. 

Mr. Rorsscuitp. Either by having more runways at the same air- 
port, or by having more airports. 


ADEQUACY OF FUNDS FOR BQUIPMENT 


Mr. Yares. How much money did you ask for air navigation 
equipment ¢ 

Mr. Basnient. $175 million. 

Mr. Yares. Last year when you appeared before us you asked for 
$40 million, and we asked you what sum you had requested of the 
Bureau of the Budget, and you said $54 million. I asked you whether 
or not you could use $54 million, and you said “No.” Do you remem- 
ber that ¢ 

Mr. Basnieut. Yes. 

Mr. Yarrs. Then there occurred the crash over the Grand Canyon 
and immediately you found that you could use more money. 

Mr. Tirrets. Two things happened, The CAA had been getting by 
with small budgets for several years and we needed to reorganize our 
efforts and get geared up to a bigger program, whether it be $40 mil- 
lion, $50 million, or $75 million. 

It is true that after the Grand Canyon crash there were some efforts 
being made to get ahead on the $40 million program. Later in the 
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fall we were able to see our way clear to going ahead with the $75 mil- 
lion program, and we came up with a supplemental. 

Mr. Yares. The reason that you advanced to us at that time in re- 
sponse to my question was that the companies manufacturing the 
equipment were not geared to turn it out and that was the reason you 
could not spend $40 million at that time. 

Mr. Trrrers. On this particular item you asked me about—— 

Mr. Yates. I asked you about everything. 

Mr. Tirrers. If I recall, the one item that was narrowed down was 
CAA’s ability to go ahead with airport surveillance radar. The 
surveillance radar we have in being now is only useful at altitudes up 
to 12,000 and 14,000 feet. That was at the time of its purchase the 
extent of the state of the art. Since last fall the manufacturers now 
tell us they can modify this antenna to give us 28,000 or 30,000 feet, 
and optimistically even 35,000, which is in keeping with some newer 
airport surveillance radar, therefore this item was deferred on the 
basis that it was one thing we could let go for a few months, or a year, 
if necessary, while we were developing these new specifications which 
we have done. We have included such equipment in the estimate. 

I think of equal importance we were reorienting our organization 
to enable us to take on programs of larger volume. This too we have 
done. That is the reason we have come in with the $175 million pro- 
gram. Weare confident that we are geared now to go ahead. 

Mr. Yates. How much money did you ask of the Bureau of the 
Budget ? 

Mr. Trrrets. This year? 

Mr. Yates. For the same equipment for which you have been 
granted $175 million. 

Mr. Basnicut. Approximately $178 million. 

Mr. Yates. All they cut you then was $3 million ? 

Mr. Basnienr. Approxim: itely that. 

Mr. Yates. And that is in the equipment of the type requested ? 

Mr. Basnient. Yes. 

Mr. Yates. You do not figure that will hamstring your program ? 

Mr. Trerets. No, sir. 

Mr. Yates. Or deter it to any significant extent ? 

Mr. Tirrets. No, sir. This $175 million is our projection as to how 
to get our system improvements swiftly and in the most efficient way 
with the best equipment we can buy. 

Mr. Pytx. If 1 may just comment on what Mr. Tippets has just 
said, your question is an excellent one. The point is, it does look like 
a phenomenal increase and one that would be indigestible for our 
agency to handle. I think Mr. Tippets has graphically demonstrated 
his ability, through his shop, to handle this additional amount. I 
have every confidence—and this is the point I would like to get 
across—that we are not out of order. We have had some mighty 
capable people with some right sharp pencils looking at this whole 
budget and they agree we are in the right ball park, I think Joe 
Tippets and his boys are going to be able to handle this kind of job. 
I would not come up here and ask for it if I did not think so. 

Mr. Yares. I wi iN accept your answer and the mixed metaphors. 


How much of a budget did the CAA turn in to the Secretary of 
Commerce for this equipment ? 
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Mr. Nrerson. Inclusive of the VORTAC adjustment which we men- 
tioned yesterday, the total was $405,086,000. 

Mr. YareEs. And the Secretary allowed $178 million ? 

Mr. Niexson. I am giving you the total for the CAA. 

Mr. Yates. I am asking how much the CAA asked the Secretary of 
Commerce for the equipment for which you are now asking this com- 
mittee for $175 million? 

Mr. Basnicut. The figure of the departmental submission was $178 
million, and $177 million was the Bureau of the Budget figure. I was 
off by $1 million. 

Mr. Yates. The Secretary of Commerce did not cut you down ? 

Mr. Basnicut. Not substantially. 

Mr. Trrrets. To help identify the equipment programs that we re- 
ferred to, it is in the estimate under the heading of “Establishment of 
Air Navigational Facilities.” 


MEMBERSHIP OF AIR COORDINATING COMMITTEE 


Mr. Yates. Who are the members of the Air Coordinating Com- 
mittee ? 

Mr. Pyze. I will give the answer to that, Mr. Yates. The Depart- 
ment of Commerce, three members of the Department of Defense— 
the Air Force, the Navy, and the Army—the Treasury, the Federal 
Communications Commission, the Bureau of the Budget is represented 
as a nonvoting member, the Civil Aeronautics Board, and the State 
Department. 

Mr. Tierets. To help on that point, the Air Coordinating Commit- 
tee has a number of subcommittees made up of experts in all of the 
various aeronautical fields. 

Mr. Yates. I would like, for my own education, to find out the com- 
plete setup of the Air Coordinating Committee inasmuch as it seems 
to be the basis for much of the action that is taking place in the 
recommendations. 

Mr. Roruscuip. I will send you a directory of the Air Coordinat- 
ing Committee. 

Mr. Pytz. I would like to point out or amplify the statement that 
Mr. Tippets made, namely, in the various areas there are expert panels. 
This will become evident, I think, from Mr. Rothschild. 

Mr. Yarrs. Has the Pilots Association taken any action with respect 
to this plan? 

Mr. Pyte. I will answer that. The industry groups are represented 
as nonvoting members, or advisory members, let us say, of the air 
traffic control and navigation panel. The ALPA has a member there 
to participate in the consideration of this item. The Aircraft Owners 
and Pilots Association also representing general aviation ; the National 
Business Aircraft Association representing the business people, and 
the Air Transport Association were all in on this. 

Mr. Yares. Was this unanimously approved by the committee? 

Mr. Py te. It was. 


DEMANDS FOR AIRSPACE 


Mr. Yares. In one of the articles that I read it said something about 
the tremendous number of restricted areas, particularly along the 
Atlantic seaboard. Is that one of your problems that you have to 
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accept in connection with your operations, or is there going to be a 
change? 

Mr. Pye. I would like to have Mr. Thomas speak to that. 

Mr. D. D. Tuomas. This is one of our most serious and acute prob- 
lems. There are competing demands for the same airspace by the 
military services, the civil users, the television interests, and everyone 
else. The problem i is intensified as air planes get faster and, therefore, 
requiring more room for the same maneuvers. There is increased 
demand for additional air routes to serve civil and military needs. 
This is a very intense problem now. We are dealing with it almost 
on a daily basis with the civil operators, the military, and everyone 
else concerned in trying to resolve it on a case-by-case basis. 

Mr. Yates. Is that the only solution that you have at the present 
time? 

Mr. D. D. Tuomas. That is the only solution we have at the present 
time. 

Mr. Preston. The committee will stand adjourned until 1:30 
o’clock. 

AFTERNOON SESSION 


Mr. Preston. The committee will come to order. 

We will continue with the general questioning on CAA. 

Mr. Clevenger, do you have some questions at this point ? 

Mr. Crevencer. Mr. Chairman, I will yield my time to the other 
member of the minority. I listened to this as carefully as I could 
from the foundation up, and I think you did a beautiful job covering 
it. Therefore, I will yield my time to Mr. Horan. 


USE OF SAGE SYSTEM 


Mr. Horan. Mr. Chairman, I have some general questions that 
interest me, at least. 

Mr. Rothschild, I believe, mentioned the fact that they were hoping 
to develop a reverse SAGE so that you could be aware of the close- 
ness of other airplanes in the air. Of course, that would be a pretty 
good solution to a lot of our problems if that were true; would it not? 
Mr. Pye. I am not familiar exactly, Mr. Horan, with the concept of 
this. Mr. Rothschild, was this the ground environment that you were 
speaking of ? 

Mr. Roruscuirp. In my opening statement yesterday I mentioned 
that we were monitoring the SAGE experiment with the idea of, per- 
haps, adapting it to civilian air use, and one of the uses might be just 
the reverse of our SAGE, and what is was designed to do. 

Mr. Horan. The purpose of SAGE, as he br ought out, was to bring 
airplanes together, and that they might reverse that and keep them 
apart, as I understand it. 

Mr. Pyte. Mr. Horan, this is a very promising area, and what we 
have done is to establish a committee with the Air Defense Command, 
and this committee, both on instructions from General Partridge and 
instructions from myself, is made up of qualified personnel from the 
Air Defense Command and the CAA, and their one job is to attack 
this problem of how we can extr: 1ct useful imformation from the 
SAGE system in a positive approach. 
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We, frankly, are not a bit interested in all the things as to why we 
cannot get this. What we want is this: Can we get it, and use it 
right now? 

Mr. Horan. Well, it appears to me to be a hopeful field, because it 
is my understanding that we are getting airplanes that fly almost faster 
than the eye can see, and that poses another question: I understand 
that reactions have to be pretty fast if two of these jet jobs were travel- 
ing toward each other, because there is a danger of collision there if 
you rely entirely on the human eyesight. 

Mr. Pytz. That is absolutely correct. 


EFFECT OF HELICOPTERS ON TRAFFIC 


Mr. Horan. So, it poses a question that has to be solved if you are 
going to fill the air with planes. 

What problems do the helicopters pose when they are used in con- 
junction with big terminals, which use, I understand, is on the increase ? 

Mr. Pyxie. At the present time, Mr. Horan, it poses no problem, for 
two reason: First, they fly only in good weather, or under “see and 
be seen” principles. The helicopter state of the art has not advanced 
sufficiently to permit the helicopter to fly on instruments. However, 
we are already experimenting with this very problem, and anticipate 
that it will not be too long before they can do this. We have worked 
out equipment loans with both the Navy and Air Force under which 
they are giving us two helicopters that will be properly instrumented, 
and we will then fly them on instruments. 

Mr. Horan. Is there any value to the “copter” service? Does it 
help relieve congestion, or is it merely a service to the passengers? 

Mr. Pyte. Is is a service to the passengers and to the Post Office 
Department. 

Mr. Horan. That is all? 

Mr. Pyue. Yes, sir. 

Mr. Horan. It does not diminish in any way your overall air-safety 
program ¢ 

Mr. Pye. No, sir; in certain respects it complicates it in that there 
are more units in the air in the area. However, by judicious assign- 
ment of flight pattern approaches to the airport, we feed them in 
under the fixed wing aircraft. 


GRAND CANYON CRASH 


Mr. Horan. Has it been established that the terrible tragedy in the 
Grand Canyon last year was due entirely to the fact that both flights 
were off the route? 

Mr. Pye. I would be, I think, premature in making any expression 
more than an opinion on this, Mr. Horan. The Civil Aeronautics 
Board will shortly issue its final report on this accident. This can 
become a real technical discussion. However, basically, they were in 
uncontrolled airspace. 

The pilots had the responsibility to watch out one for the other, 
but somewhere along the line they did not see each other, and they 
ran into each other. 

Mr. Horan. My reason for mentioning that is that we are trying to 
measure out the money on this subcommittee, and, of course, while it 
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would be desirable for us to permeate the entire airspace, we had to 
approach this with some caution, especially since we are not yet 
satisfied or do not know too much about VORTAC or SAGE or a lot of 
things which we have to develop and improve before we can have air 
safety. Meanwhile, we are increasing the number of planes in the air. 

Mr. Pyue. I think I could answer it in this way, Mr. Horan, because 
your question is a good one: 

If we have the availability of an airway between, basically, Dag- 
gett, Calif., and Trinidad, Colo., which I think is the route that both 
those planes eventually converged upon, and they had both filed instru- 
ment flight plans, this would never have happened; but being in an 
uncontrolled airspace they were basically on their own. 

This is a very much simplified explanation, and that is the real 
answer, I think, you deserve. 

Mr. Horan. Mr. Chairman, I have one question just out of pure 
curiosity. 

EFFICIENCY OF MATS 


You mentioned the fact that the military in many ways was superior, 
or I thought you did, when you were discussing the charts, and I asked 
some of your colleagues on the side why I have to pay more for insur- 
ance when I am traveling with MATS than I do on commercial air- 
planes. 

Mr. Prue. No, sir; I think, perhaps, my statement was not well put. 
The point that I was making is that the military have increased their 
capability and their ability to fly on instruments. Their equipment 
is better than it used to be, and this accounts for a dramatic increase 
in instrument-flight operation. This was a graph showing the in- 
crease; but they certainly are not superior in any way. They are all 
good pilots. 

Mr. Horan. If they are, the insurance actuaries have not found it 
out yet. 

Mr. Prize. MATS has a pretty good record. 

Mr. Horan. But I pay bout 10 times as much for insurance while 
traveling on MATS as I do while traveling on commercial airlines. 

Mr. Py.z. That is correct. 

Mr. Horan. That is all, Mr. Chairman. 

aa Preston. Mr. Flood, do you have any further questions on 
CAA 


IMPROVEMENT IN COMMUNICATION SYSTEMS 


DATA LINK SYSTEM 


Mr. Froop. Oh, I have a few. 

I just picked off the wire this statement from New York: 

Manufacturers of a new electronic and radar system claim the device will 
easily handle the most complex traffic situations at crowded airports. 

The apparatus, known as the Tacan automatic reporting and data link sys- 
tem, was announced yesterday by the International Telephone & Telegraph Co. 

Developed after 6 years’ research, it provides the airport control towers with 
“practically instantaneous data on planes in flight,” and simultaneously ex- 
changes data and messages with pilots, the company said. 

Of course, this is not a statement from the CAA, but it is merely a 
wire-service report. Therefore, 1 am about to ask: Do you subscribe 
to this very electrifying electronically transmitted matter dealing 
with electronics ? 
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Mr. Pyur. Mr. Flood, I am Jimmy Pyle, of the CAA. 

Mr. Fioop. I know your name. 

Mr. Pyte. I have not had the pleasure up to now to meet you, sir. 

I am familiar with that system, and it has great potentiality. I 
think that is good advertising copy. 

Mr. Fioop. That is as far as you would care to go at this time? 

Mr. Pye. Yes, sir; but I want to say this, Mr. Flood: This is 
definitely the direction in which we must go to cut down the communi- 
cations. That is one of the real problems we face today. 

Mr. TxHomas, perhaps you would like to comment further ? 

Mr. Froop. May I interrupt, Mr. Chairman? I presume that the 
committee has spent some time on this problem of TACAN, and I 
do not want to mull it over again, but I would like to hear what you 
have to say. 

Mr. D. D. THomas. Mr. Chairman, I just wanted to add that this 
was a device for exchanging information without the use of voice by 
feeding it automatically. To the extent that it diminishes communt- 
cations, it will assist in the air traffic control problem, but the primary 
function is the coded method of communications rather than the voice 
method of communication. 

Mr. Fioop. But for the purpose of this hearing today in this month 
of our Lord 1957 we are concerned with its potential from some ex- 
perience which you flyboys have had with it, but that is as far as we 
go? 

Mr. Pyte. It is still in the experimental stage, Mr. Flood. 

Mr. Froop. That statement was rather startling, and rather cryptic, 
and I think your statement is important for the record. 

Mr. Pye. Yes, sir. 

Mr. Yarrs. Incidentally, the ticker just showed that a Viscount 
crashed in London. I think that isthe first Viscount crash. 

Mr. Froop. He came in all right from Amsterdam, but. his star- 
board wing tipped the ground and the plane tipped over into a series 
of houses off the airport, according to the report which Mr. Yates 
speaks about, and apparently everyone on board was lost, and the plane 
destroyed a number of houses, and some of the residents of the houses 
are missing, too, at this point. 

The report is rather sketchy. As Mr. Yates indicated, it is ap- 
parently the first Viscount crash in history. 

Mr. Yares. It apparently overshot the airport. 


LONG-RANGE RADAR 


Mr. Foon. Mr. Yates, that would not have happened with TACAN, 
but of course there is always a great element of uncertainty even with 
the Viscount, I suppose. 

I sit on the Defense Appropriations Subcommittee, and I must leave 
in a few minutes to go back there. 

We spent a great deal of our time on their requested appropriations 
for SAGE. They are asking for $175 million a year, extended for 10 
years, for the SAGE system which, of course, is not operational at 
this point. 

What are you asking for this year on this Raytheon operation, in 
millions, in this budget? What is the request of CAA or the Depart- 
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ment of Commerce, generally, in millions, with reference to the Ray- 
theon program ? 

Mr. Pytx. The long-range radar program ? 

Mr. Fioop. Yes, sir; long-range radar-radio. 

Is not the Raytheon radar-radio as distinguished from the 

Mr. Trerets. No, sir; this is just the radars, Mr. Flood. As we pre- 
sented to the committee last year, we expect ultimately to install about 
73 long-range radars in the United States, and share jointly with the 
military in the use of data from our radars, and they will share infor- 
mation with us from theirs. 

Toward completion of our system and in line with the 1957 estimate, 
this committee provided us with funds for 23 such radars, and we are 
asking for 21 additional long-range radars in the 1958 estimate. 

The Raytheon that you mentioned is the name of the manufacturer 
from whom we have procured our 1957 long-range radars. 

Mr. Froop. I use the word “Raytheon” for my own purposes to dis- 
tinguish from SAGE, but I want to know in dollars what we gave you 
last year for this specific purpose, and what you are asking this year 
for the same purposes. 

For how many years do you project this at how mucha year? You 
can provide that information for the record, but will you give me a 
round, fat number now? 

Mr. Trerers. Yes, sir. 

Mr. Fioop. Is that figure $30 million ? 

Mr. Trerets. No, sir. Over the period of 1957 through 1962 we will 
expect to expend $86 million for long-range radars. 

Mr. Froop. Yes; I know, but how about this year? 

Mr. Trerers. This year our request is for 21 at a cost of $30,662,000, 
which includes some remoting devices. 

Mr. Fioop. When TI talk about $30 million, then, I am pretty close 
for this year’s discussion ? 

Mr. Trerets. Yes, sir; on radars. 

Mr. Pyte. For fiscal 1958. 

Mr. Trerets. In fiscal year 1958 our long-range radar request is 
around $30 million. 

Mr. Fioop. Mr. Shelley asked me to inquire, of the 23 to which you 
referred, how many are now in operation, if any ? 

Mr. Trrrets. The 23 referred to are the ones that are just under 
procurement. The order was placed in December with the manufac- 
turing company and it is expected that the first unit will be delivered 
in June, and the balance will be in delivery beginning in November 
1957. We do have in operation, however, long-range radars made 
available to us from the military at Washington, New York, Chicago, 
Norfolk, Miramar, and one at Olathe, Kans. 

Mr. Frioop. You may supply the names of the others for the record. 

Mr. Trerets. That is all operating currently. 


USE OF MILITARY RADAR 


Mr. Froop. That brings this to mind : Have you had any discussions 
with the military people—the Air Force people specifically who 
handle SAGE— insofar as hardware is concerned, and this equipment? 
It would occur to me that they have their pipelines and inventories 
and procurement system operating on the acquisition of this electronic 
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hardware. You, obviously, do not have it to the same degree, or for 
as long, anyway. 

Can you not work out some kind of an arrangement or should you? 
You could certainly talk about it, and have them procure for you dur- 
ing this period when they can furnish whatever hardware you may 
need right away to supply these stations, and give them a recapture 
clause and as soon as your inventory and procurement catches up, 
or if they need it for an emergency, you could send it back to them 
at the end of your use. 

Mr. Trprets. We are working very closely with the military on this 
problem. Before you came in, Mr. Pyle was explaining that we have 
a full-time technical committee of CAA and the Air Defense Com- 
mand that is studying site by site military radars, to ascertain their 
usability in air-traffic control. 

Mr. Pyle has assigned to the so-called SAGE system a competent 
staff of engineers and traffic controllers to study the output of this 
system or how this output could be modified and made effective in our 
system. 

Mr. Froop. What do you mean by “output”? Do you mean units? 

Mr. Trrerets. I am speaking now of the data that accumulate. 

Mr. Fioop. I am glad to hear you, and I want you to supply what- 
ever you are going to say for the record. However, are these people 
talking hardware ? 

Mr. Tierets. Yes, sir. 

Mr. Froop. Can we speed this up from the standpoint of hardware 
through a recapture arrangement ? 

Mr. Trprets. I want to get directly to your question: We are work- 
ing on this item with the military. It so happens that the military 
for air defense purposes design their radar 

Mr. Fioop. At what level are these discussions going on ? 

Mr. Trerets. At the technical level. 

Mr. Pytz. At all levels, Mr. Flood. Ithink Mr. Floods’ question is 
pertinent. We are talking to the military at all levels on this very 
point, because not only must we interchange information about move- 
ment of aircraft, but the design of the equipment to be sure that both 
parties buy the best equipment. Itso happens that the military equip- 
ment is designed for different use than ours. This is a problem and 
we have to solve this. 

They are incorporating some of our specifications into their equip- 
ment. So we will be able to have joint use. 

Mr. Froop. To further develop this, that brings up this question: 
The military people have SAGE and its components, and it is under 
military control. 

You are creating this system which I call the Raytheon system. 
What do you call it? 

Mr. Trerets. It is long-range radars. 

Mr. Fioop. For my purpose let us call it “Raytheon,” as distin- 
guished from SAGE. 

Mr. Trerets. Yes, sir. 

Mr. Froop. Even though Raytheon is the corporation’s name, let 
us give it a little cheap publicity. They use all of this “spaghetti” 
from A. T. & T. communications, and Western Union to transport 
the communication after they acquire the data, and use this “spaghetti” 
to communicate or correct data; do they not? 
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Mr. Trerets. That is correct. 

Mr. Frioop. What do you use after your radar gives you data and 
you analyze it and calibrate it? How do you transmit it? 

Mr. Trerets. Mr. Flood, there are two facets of this thing, and this 
is a direct answer to-your question : 

At the moment the only thing we can satisfactorily use for traffic 
control, is raw radar pictures, 

Secondly, it is by either having the radar directly piped into the 
center itself, or if it has to be remotely located, to bring it in to our 
centers by what we call UHF repeaters. 

Mr. Fioop. Well, assume you have got it in, and it has been cal- 
culated. How do I send it to someone? 

Mr. Trerers. This is my point. Weare doing it by display directly 
on the scope in front of the controller or bringing it in by radio to 
this display. The thing you have in mind is something which we 
are watching very dunks. It is a device which will take radar data 
and translate it into certain kinds of refined data, and put it over 
regular telephone lines. This is not available yet to the degree that 
we can use it, these data are retranslated on the other end of the 
line and displayed for controller use. We hope this technique the 
Air Force is working on proves useful so we can use it, as opposed to 
the present method of remoting it over radio, We are working on 
it with them now. This development is not readily adaptable to our 
use at this time. 

Mr. Froop. The Defense people have SAGE for Operation A and 
you have Raytheon for something else, and they tell me they are work- 
ing on a refinement of some of their plans and you are being just as 
refined as they are, obviously. Is that going to give birth to a much 
better thing than either of the two of you have, which we will call 
what? Will we call it X, or something like that ? 

Mr. Trerets. No, sir. 

Mr. Fioop. What I am concerned about is this: You are asking for 
$30 million, and you are going into a program of X number of years 
and will spend those millions of dollars for a system which is not 
convetianal and one which you do not have yet, and which you may 
not end up with. 

The defense people are in for much, much more than you are for 
the defense purposes projected into 10 years, but it is not operational 
yet, either, and that may be scrapped. 

Must we continue to proceed with both programs and spend these 
vast sums of money because of the circumstances to have something 
even though they may wind up with an entirely very different thing, 
marrying them both; is that right? 

Mr. Trerets. No, sir; Mr. Flood. The mechanism which we have 
set up to work with the military will guarantee to both of us the best 
characteristics of either, and will further provide for readjustment. 
Some of this is classified, but let me be more specific. 

Mr. Froop. Mr. Chairman, at this point may I suggest this: Let us 
take everything on the record for the purpose of the committee and 
then for the purpose of publication let them take anything which is 
classified off the record when they review the transcript, but I think 
the committee should have everything we can get. 

Mr. Trerers. I can keep it unclassified, sir. 
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Mr. Preston, You are at liberty to revise your remarks insofar as 
they relate to classified information. 

Mr. Trerets. No. 1: Mr. Flood, your question is excellent, and we 
are working on this, but in the methods and techniques of remoting 
radar this is still in development. It is a very expensive development 
that requires a great expenditure at the radar site itself, and less 
expenditure on the other end of the telephone line. The military are 
installing pilot facilities now and we will evaluate their capabilities. 

In the meantime, we are forced to remote by radio link. Every 
effort is being made to avoid duplication of radar sites. Where civil 
and military requirements can be met, joint use of civil or military 
radar as the case may be will be made. 

Mr. Fioop. They are not? 

Mr. Trerets. No, sir. 

Mr. Fioop. Are you sure of that? 

Mr. Trprets. Yes, sir; insofar as the sites involved in the 1957 and 
1958 budgets are concerned. As we go along, we will be working radar 
by radar with the military to be sure that if there is possible integra- 
tion on the joint use of the same radar that we will do this 

Mr. Fioop. May I interrupt there? 

Mr. Trprets. Yes, sir. 





AVOIDANCE OF DUPLICATION IN RADAR COVERAGE 


Mr. Fioop. Maybe there should be. Why do we have 23 CAA sys- 
tems at X millions of dollars and 23 defense systems at X YZ dozens 
of millions of dollars, which must operate, generally speaking, in 
pretty much the same grooves and areas? You are not going to 
scatter these all over the continental United States so as not to con- 
flict with the defense people? You have to be, generally speaking, 
somewhat in the same areas. 

Mr. Trerets. Wherever that is possible, it is being done. 

Mr. Fioop. Well, you have to be because of the nature of the prob- 
lem involved. 

Mr. Trerets. Not necessarily. 

Mr. Froop. Am I correct on that, Mr. Rothschild ¢ 

Mr. Rornuscuitp. The plan of the CAA in conjunction with the 
military—and this is a nontechnical matter—is to cover the United 
States with radar. Now, why would there be any reason to put 
two radars in if one will do the job? That is what these people are 
working on with the military. 

Mr. Fioop. That is what I have been groping at in my cumbersome 
way to find out. 

Mr. Pye. I wanted the opportunity to explain exactly, as Mr. 
Rothschild has, Mr. Flood 

Mr. Fioop. He has not explained anything; he has stated the ques- 
tion. 

Mr. Pye. This is what we are doing: We can prevent the dupli- 
cation of coverage, but you do have two different measures. This we 
have to recognize: There will be some overlapping because the air 
defense, basically, is interested in what goes on two or three hundred 
miles away and I may be interested in what is going on 30 miles away. 
There are certain different techniques that get involved in this thing, 
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and it becomes technical, and I do not want to do that, but the prob- 
lem is that there are two different measures. 

Our job and the air defense job is to marry these measures, and it 
can be done if we go after this thing with the desire to do it. 

Mr. Fxoop. Is that in the area of your thinking that this marriage 
may be consummated, and you will produce a third-money savings? 

Mr. Prix. No money savings, but I do not think it will be a third 
equipment. 

Mr. Fioop. But not operational? 

Mr, Pyze. It is a technique of using this information, Mr. Flood, 
and that is what we have got, and this is what I proposed to do: 
I am entirely in sympathy with what you are driving at; namely, let 
us get it done the cheapest way possible, and I assure you that if I 
have anything to do with it, we are going to do it. 

Mr. Fxoop. It is by coincidence that I happen to sit on these two 
subcommittees at the same time, but it is a problem. 

Mr. Pytx. This is wonderful; this helps us. 

Mr. F.Loop. However, I feel that I am caught between 2 sides on a 
vast expenditure of money on one of these astronomical duplications 
which to a layman is for the same thing for almost the same purpose 
in almost the same areas in 2 bureaus at the same time, and neither 
one yet operational. 

Mr. Pytx, Could I correct one thing? 

Mr. Fioop. Surely. 

Mr. Pyxex. Our installed radars are operational. 

Mr. Fioop. Yes, sir; that is right. 

Mr. Pyrex. So are the SAGE system radars. 

Mr. Fioop. The whole system is not operational ? 

Mr. Pytx. No; very definitely. It is at this point that it behooves 
both of us to work with the utmost of expedition to be sure that this 
very problem that you speak of carries no duplication. 


EFFECT OF RADAR REQUIREMENTS ON SMALL ATRCRAFT OPERATORS 






















Mr. Foon. Is there a problem 5 years ahead for private aircraft 
py reference to this whole problem of Raytheon, or whatever you 
call it? 

Mr. Pyte. Long-range radars. Now,thereis. We are getting into 
a technical area, Mr. Flood, but basically, the biggest thing that they 
might have to buy in a small airplane is a little radar reflector which 
would cost them probably 5 bucks to stick on their airplane, so the 
radar can see the plane. 

Mr. Froop. You see, I do not want you going to the Chicago Cham- 
ber of Commerce and making them a speech to the effect that you are 
beefing up private air flying, and whatnot, and then coming back here 
and coming up with these long-haired gimmicks which you make 
mandatory which you find make it prohibitive from the cost stand- 
point for the private flyer to utilize safely. 

Mr. Roruscuixp. First of all, Mr. Flood, it is not mandatory. 

Mr. Froop. Should it not be mandatory if it is that good ? 

Mr. Roruscuip. No. 

Mr. Pytr. Secondly, the problem is simply this: We are not very 
realistic if we come up with a system like this because we know that 
the private flying group which is a good-sized one, and a very ef- 
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fective one, would shoot the system down. So, we have got to be 
realistic in solving this problem, and solve it with the least penalty 
to any user of the airspace. 

Mr. Froop. Thank you very much, Mr. Chairman. 

Mr. Trerers. Mr. Flood, before you go, if you would like this map 
[pointing] depicts the CAA long-range radars, and the military 
radars through the 1958 program, and this is long-range radar, or the 
Raytheon radar, to which you referred, and carries it through 1958. 

We will hope to be using between 11 and 14 of the military radars 
to avoid duplication and, by the same token, there are some places 
we put our long-range radar where they are no longer placing radar, 
because they can use ours. 

Mr. Froop. Well, you still have to spend X number of dollars when- 
ever you get the quest ion of duplication, because you still have to spend 
money at that installation in that room, and in this one, for the same 
thin 

Mr. Tierets. This is taken into account in our plans before we pre- 
sent them to you. 

The second of these charts is the terminal radar, or the shorter range 
radar which is even more significant. Through 1958 we will have a 
total of 43 so-called military terminal radars that we will use thus 
making it unnecessary for us to put in any CAA radar. 

Mr. Fioop. What happens in case of military action, or anticipated 
military action? Do they push you out? ‘What kind of an ar- 
rangement do you have for civil communications and civil airlines 
in case of hostilities? 

Mr. Tiprets. Their communications and the civil communications 
are usually on different frequencies, and they are both available to 
the operating entities in peace or war. 

Mr. Froop. How is it worked out? Is there a committee or a 
party which is handling that? 

Mr. Tipretrs. The CAA works it out with the Air Defense Com- 
mand, 

Mr. Pye. This has all been planned several years back. 

Mr. Fioop. Thank you, Mr. Chairman. 


OPERATION AND REGULATION 


Program and financing 


| 1956 actual | 1957 estimate | | 1958 estimate 


-—— $$  iet pene erentnenee a 


| 
rng by activities: | 

Federal airways-- | $98, 156,541 | $120, 484,000 | $171, 630,000 
2 Flight operations and airworthiness. - | 13,768, 239 | 14, 972, 000 | 19, 120, 000 
DA gpl crsts ppc ere ~ 4 4g 28e- F9H--+--- | 2,680, bl 3, 568.000 4, 250, 000 

' 

| 

| 

| 

! 


nD RII inv clininmncemnssetninnmnmnl ~erinapmeein 114, 604, 970 | 139, 024, 000 195, 000, 000 
Financing: 
Comparative transfers from (—) other accounts. -- 


—2, 227, 991 | —2, er | 5 nan eanliiaciiiaai 
Unobligated balance no longer available - -- sneoh 


263, 021 | 


112, 640, 000 | 136, 804, 000 | 196, 000, 000 
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Obligations by objects 








1956 actual | 1957 estimate | 1958 estimate 


| eal telat 





CIVIL AERONAUTICS ADMINISTRATION 


Total number of permanent positions..............2....--.--. 15, 025 19, 784 24, 906 
Full-time equivalent of all other positions...........-....---_- 325 264 | 203 
Average number of’all employees-.-......-....--.-.---------. 14, 138 16, 820 21, 791 
Number of employees at end of year_-.-..----.-.-----.--.---- 15, 339 | 19, 457 24, 630 


Average salaries arid grades: | 
General schedule grades: 
































AvesseneWlerg. i. 50.2... Gite). 2 $5, 838 $5, 920 $5, 808 
I GS-8.3 | GS-8.7 | GS-8.6 
Grade established by act of Oct. 15, 1949, (49 U.S. C. 421): 
PURINE 8nd ns ctin birth pbb ctindikiedenideees action | $15, 000 $20, 000 $20, 000 
Ungraded positions: Average salary_.......-.....-.-..--- | $5, 058 | $5, 028 $4, 934 
01 Personal services: 

Perthavent ‘positions: .{ 24. .c0 Jc edie lille $80, 350,198 | $96,609,355 | $125, 719, 204 
Positions other than permanent._................---- 1, 274, 581 1, 105, 417 837, 146 
Regular pay above 52-week base__.-_..._....-.-.-.-- 42), 633 135, 521 496, 283 
Payment above basic rates.......-.............-...-.. 6, 597, 732 7, 026, 012 8, 217, 297 
Other payments for personal services_..........-..--.- 5, 697 8, 945 8, 945 
i 0 nc eb de dbase neeen 88, 648, 841 104, 885, 250 135, 278, 965 
ee ee ee ee nebabeoatéeoupwen 3, 852, 160 5, 910, 188 9, 522, 534 
03 Transportation of things.._..........-....--...-.-...--.-- 1, 120, 588 1, 678, 677 2, 372, 700 
me OS = a enetegaenia ae 8, 277, 586 11, 044, 048 16, 580, 231 
05 Rents and utility serviees..........0.-.-.---2-2 222k 3, 647, 819 3, 987, 547 4, 999, 737 
06 . Printing and reproduction .........-:--..--+.---.------.-- 267, 507 290, 465 304, 544 
07 Other contractual services___-.....-....----2202 2-2-2. 2, 198, 003 2, 826, 725 5, 025, 118 
Services performed by other agencies.._..............- 33, 209 148, 203 230, 203 
NG BE otic ne pede ng eect etn 5, 672, 077 6, 939, 431 8, 813, 108 
> oe... 00. oid I iI ek | 1, 071, 405 1, 627, 710 4, 416, 467 
11 Grants, subsidies, and contributions.___.....-__.- aiiiceai 28, 349 | 26, 947 30, 947 
Contrivution to retirement fund... --.. 2.22.22 222] noel 7, 757, 000 

13. Refunas, awards, and indemnities_-_-..............-.----- OE fb ccraee ncn ah bede oosnnestas 
Se IR ccc tne ecco rcs censcsecanescess sat 63, 463 | 57,7 | 58, 357 
RE EL ae ae ae > aS a ee 114, 944, 831 139, 413, 911 195, 389, 911 
Deduct charges for quarters and subsistence_---..............- 343, 861 389, 911 389, 911 
Total, Civil Aeronautics Administration_..............- 114, 600,970 | 139, 024, 000 195, 000, 000 


ALLOCATION TO OFFICE OF NAVAL RESEARCH, DEPARTMENT 
OF THE NAVY 


Ce CRP CONTR SUE TIIIR g «5 ono dp oq ecncccccccecgecccyeee fete ecetannteto ar idcencern 
eae ae ee ee 114, 604,970 | 139, 024, 000 195, 000, 000 


Budget authorizations, expenditures and balances 


| 
1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 











Appscesietion icone eats Val ntnimeea shin wemeiiasaemmniaiin $112, 640, 000 | $136, 804,000 | $195, 000, 000 
Obligated balance brought forward -........-....--.-.------- 11, 175, 181 6, 971, 757 10, 341, 745 
Restored from certified claims account......-...--.------.----].------------- BU GOR Biecnkcc~ dates 
Total budget authorizations available..............-.--- 123, 815,181 | 144, 020, 745 205, 341, 745 
EXPENDITURES AND BALANCES LC fk aeRO CU aes 
Expenditures— 
Out of current authorizations. ...................-.-.-.---- 105, 556,912 | 126, 544, 000 177, 781, 000 
URE GE DP IRE BUCO TATION nn nn enero nccenncnccccccese 10, 871, 539 7, 135, 000 10, 219, 000 
oo, a A ee a ee ee 116, 428,451 | 133, 679, 000 188, 000, 000 
Balance no longer available: 
Unobligated (expiring for obligation) -...................-- MEE Ticcccaccntateelocthntoonteuaé 
aia a ad ah nd dine w nile Bie A i i ck oh ea ls 
Obligated balance carried forward_...............-.-...------- 6, 971, 757 10, 341, 745 17, 341, 745 
Total expenditures and balances-_...............-.---.-- 123, 815,181 | 144, 020,745 205, 341, 745 








285 


Mr. Preston. The next item is “Operation and regulation,” which 
is to be found on page 25 of the committee print and page 209 of the 
justifications. 

We will insert pages 209 through 211 of the justifications at this 
point in the record. 

(The pages referred to follow :) 


OPERATION AND REGULATION 


Summary of requirements 





Appropriation, 1957 (regular bill) - .- -- bot tk 8s eee . ‘ $126, 804, 000 
Second Supplemental Appropriation Act, $00 SUS te aa 10, 000, 000 
"TUUNE.cAs< nan ; eae 136, 804, 000 

Add: C omparative transfer from “Ope ration and maintenance, Department of the Air 
Force”’ iate nite beside acl eis ; es 2, 220, 000 
Deduct: Leases transferred to GSA____.______- Deas caudes 2 Ses. j= 18, 221 
IIE TIN ss <osc05 41 4shtnaccredcandmndlnitaen Paiomiada diiaahindmemeiceaiaantteanae s “8 139, 005, 778 


Net difference, 1958 over 1957: 

















5 Requirements Difference, 

4 ee eas 

1 or de- 

l 1957 | 1958 crease (—) 

7 adjusted | estimate 

+ a sinks a J detailer ineilitthsntenanaae estas 

8 

3 PE CRI a cicndgectadp cay ime bins) $120, 465, 779 $171, 630, 000 | +$51, 164, 221 

g Flight operations and airworthiness... __- 14, 972. 000 19, 120,000 | +4, 148, 000 

7 Airports -- be St ee che eieaeedeccak et 3, 568. 000 4, 250, 000 +682, 000 

” ’ - } - —o 

0 Gross requirements_.................- 139, 005, 779 | 195.1 000, 000 + Ls +-55, 994, 21 55, 994, 221 
; Total estimate of appropriation, 1958____.................----- i a os a 195, 000, 000 
l 
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Mr. Preston. This request represents a net increase of $50,439,000. 

We are going to try to get down to the meat’ in this thing with as 
little surplus testimony as possible. We cannot prolong these hear- 
ings indefinitely in view of our legislative schedule. So, anything 
that we have already covered in this general testimony we will try to 
avoid covering again. 


TRANSFERS FROM THE AIR FORCE 


First, discuss the comparative transfers from the Air Force total- 
ing $2.2 million. How many positions are involved ¢ 

Mr. Basnieur, Mr. Chairman, the $2,220,000 represents work we 
are performing for the Air Force, in the current year, and about 268 
positions are involved. The function of the work is such that it more 
yroperly falls in the category of the CAA responsibility, and it:has 
ieee agreed upon that. the $2,200,000 should be taken out. of the Air 
Force budget and transferred to ours. Therefore, we are showing 
it as a comparative transfer. 

Mr. Preston. Has it been taken out of the Air Force budget ? 

Mr. Basnicur. Yes, sir; it has. 

Mr. Preston. You answered that with certain positiveness. It 
prompts me to ask you, Did you observe it / 

Mr. Basnigutr. Not personally, but the Bureau of the Budget with 
whom we work on these matters has taken it out of the Air Force 
budget and allowed it as an increase in our budget without any addi- 
tional cost:to the public. 


I’ epeRAL AARWAYS 


Mr. Presron. Now, the next matter we want to discuss, briefly, is 
Federal airways, as set forth on page 213 and 214 of the justifications, 

Mr. Basnight, would you discuss these increases that are proposed 
in this program ? 

Mr. Basnieut. Mr. Chairman, they fall in several general areas. 
The first main item is the matter of full-year cost of facilities com- 
missioned first in 1957. This will require $19,643,000. 

The second main item is increased workload, as we anticipate a 
growth in volume of air movements. We have to adjust our staffing 
in proportion to the changing volume of activity to be performed. 
There is not a direct ratio, but there is a formula, through which we 
determine how much work, results as air commerce grows. 

For this purpose, we are asking $5 million, There is a rather sub- 
stantial item of $6,701,000 as our contribution to the retirement fund 
for civil-service employees, and we are asking a total of $21 million, 
approximately, for commissioning new facilities as they can be placed 
in service, 

This represents the principal items. 


APPLICATION OF REDUCTIONS TO 1957 BUDGET 


Mr. Preston. I think we might as well go into this question of annu- 
alization right now. We are going to run into it later on. We might 
as well take it up at this point. 

Mr. Basniaurt. All right, sir. 
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Mr. Preston. It appears to me, from the justifications, that you 
have not followed what we thought was congressional intention when 
we gave you some reduction in your budget for fiscal year 1957. 

According to my figures, you requested 19,556 positions, and 17,067 
man-years, for 1957, including both the regular and the supplemental 
bills for fiscal 1957. 

In view of the cut of $5,551,000 in the two requests, you reduced 
man-years about 550, to 16,517. Yet, you increased your authorized 
positions by 228, a difference of some 778 positions. 

How do you explain this? 

Mr. Basnicur. The explanation falls in several parts, Mr. Chair- 
man. In the original 1957 budget we asked for 16,960 positions. The 
Congress reduced this estimate by $1,696,000, and we took out 250 
positions in adjusting our budget to that level. That took us down to 
16,710 at that point. 

In the 1957 supplemental request we asked for 2,596 positions. The 
Congress did reduce this amount from $13,968,000 to $10 million. 

In taking this reduction of $3,968,000, we had in mind these several 
factors which had developed: That we had presented to Congress a 
plan for expanding the airways system over a period of 5 years, and 
were then asked by Congress to compress this plan so as to speed up 
our program for 5 years to a 3-year period. 

We had the impact of the large order of jet aircraft, which placed 
a great burden on us, to gear up for the kind of service they will 
require. 

We then had the choice of taking some seven hundred and fifty-odd 
positions out of our program, or utilizing the number of positions 
that had been reflected in our budget estimate, but reducing man-years, 
so as to scale our employment to the level the resources would provide. 

In light of the circumstances, we decided that it would be to our 
advantage, and to the advantage of the public, if we took advantage 
of using the number of positions that we had asked for, scaling our 
recruitment to a slower rate, but getting on board the number of 
people we had asked Congress to authorize. 

That is the story. 

Mr. Preston. In other words, you took the route that was most 
favorable to CAA. 

Mr. Basnicut. And the route that is necessary to phase us into 
this expanded program. We hoped you would agree with us. 

Mr. Preston. I do not agree with you. 

Mr. Pytx. So there is no misunderstanding, Mr. Chairman, I am 
responsible for this position. If I am wrong, I take full blame. 

Mr. Preston. Whether you are or not, you have to carry it, Mr. Pyle. 

Mr. Pytx. The problem is simply this, Mr. Chairman: If we are 
going to get this job done, in accordance with what I understand 
was your desire, to make it a 3-year program, we have no alternative 
but to get these people on board. Bear in mind, for instance, a traffic 
controller does not pull his weight until he has been on board approxi- 
mately 18 months. 

If we are going to get this job done, we have got to get trained 
competent employees, and this is the calculated risk we had to take. 
We understood perfectly there was a problem of funds, and we felt 
that this was the proper route to take—cut back our scheduling of 
recruitment, and come up at the end of the year with the proper 
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number of man-years, but with the positions filled, so that we are in 
tune with your desires to get a program on the road. 

Mr. Preston. Yes, but when you come back for 1958, then you have 
this annualization problem. You say, “We have got to annualize 
these people,” and we lose effective control over you. Although we 
apply a cut, you go back and decide you are not going to fill these 
positions until toward the end of the fiscal year, and you then want 
to annualize them. 

It puts us in the position of having to be more definitive in our 
reports in the future than we have in the past. 

e sometimes wonder if, the more liberality we give the agencies 
the more they are inclined to take advantage of our liberality. In 
this case, that appears to be true. 

Mr. Prix. This was not done with the intent of taking advantage 
of any situation. We have a job to do. It takes a lot of manpower 
and training and this is the purpose for which it was done in this 
manner. If we are wrong, we stand corrected, and we will be better 
boys in the future. 

r. Preston. You came here talking about a 3-year program, and 
before you could even start a 3-year program, you revise that into 
a 6-year program. 

That does not impress us very much now. You started out 3, then 
went to 5, and now you are at 6. While this was going on, you used 
this system to put the maximum number of employees on, and then 
come up and say, “Here they are; let’s carry them on for fiscal 1958.” 

Mr. Basnient. Mr. Chairman, there are several points here. We 
did not have the privilege of coming to the House committee‘in the 
supplemental request. It happened after the House passed the sup- 
plemental. We did not have the guidance of this committee in apply- 
ing the amount Congress did allow. 

It is true, your concern about the treatment of annualization: Here 
we are treating with a program that is known to be expanding. The 
annual justification for annualization is $19,600,000 under “Federal 
airways.” Under no stretch of the imagination does that $19 million 
result from the supplemental appropriation—only in part, something 
in the order of $3 million could be associated with the supplemental. 

We have yet to recruit some 1,500 positions. If it is the will of 
Congress that we should not expand in the area we are talking to, 
then we can still control this thing, but in the belief we had to shape 
our program to the expanded rate the supplemental 1957 authorized, 
we took the action we have outlined. 

Mr. Preston. I know what you folks did. It was a calculated risk. 
You sat around the table and talked it over and decided you would 
do this. 

Mr. Tuomas. If he has 1,500 jobs vacant, that means he has about 
$10 million unobligated. 

Mr. Preston. We will get around to finding out about his unobli- 
gated balance here shortly. 

Mr. Pyte. We had to undertake a good deal of changing procedures 
and changing gears in order to get the CAA in phase with the kind 
of effort we now have to produce. We had not filled any jobs for sev- 
eral years, except for the turnover of personnel. 
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Mr.’ Preston.’ Aré you going to phase this thing in tempo with 
congressional appropriations, or in tempo with what CAA wants to do 
with it? 

Mr. Pyte: Weare going to be guided exactly by the congressional 
directive; six We had no indication that C ongress was telling ts.not 
to fill these jobs. They only gave us $10 million, itis true. We could 
read between the lines and say we should not have filled 750 jobs, 
or we could read between the lines and say, “Congress is only saying 
we should not fill the jobs as fast as we had asked for them to be 
filled.” 

You ‘could read it either way. In the regular bill you gave ‘us 
virtually everything. 

Mr. Preston. In the regular bill we gave you everything you asked 
for? 

Mr. Pytx. Except for $1.6 million, T believe. 

Mr. Basniorr. It would at the same time, Mr. Chairman, appear 
tome you felt we should go ahead with the establishment of the pro- 
gram, and you have given us what we asked for and we were trying 
to ph: use that in. 

Mr. Preston. You were not trying to spend that money in early 
1956 or even in 1957. Most of that money we appropriated would 
be coming in at later times. 

Is that not true? 

Mr. Basnicut. Of the establishment money for 1957, there is a 
total of $90 million, some $65 million of which is estimated to be 
expended this year. 

Mr. Presron. Obligated or expended 

Mr. Basnienr. Obligated, sir. Of the $90 million, there was $75 
million in the appropriations bill. We had $75 million new money and 
$60 million is our estimate of obligations for the full year. 

Mr. Presron. When you are oblignted, that does not necessarily 
mean you are going to install the equipment. 

Mr. Basnigur. That is right. 

Mr. Preston. You order it and you will not have to man it or 
start maintenance of it until later on. 

Mr. Basnient. That is right. 

Mr. Pyne. Mr. ¢ ‘chairman, there is one point. 

I do not want to belabor it. If 1 am wrong in this area, I will take 
full blame for it. I feel we have got this job to do and we cannot 
do it until we get these men on deck and properly trained. This is 
the one big area we have been missing. I am new in this game, Mr. 
Chairman, 

Mr. Preston. Too much enthusiasm is a dangerous thing some- 
times. A fair amount of it is fine. We are for it, but too much can 
carry you a little too fast at times. 

Mr. Pyur. I would like Mr. Thomas to point out, much more 

‘apibly than I can, the problem that we are faced with in this 
training area. Whereas it is quite true that some of the equipment 
is being, bought that will not! be installed until the fiseal year 1958, 
nevertheless, we have to antic ipate this by training requirements, 
through our aeronautical center at Oklahoma City, to feed those men 
into the operating picture so they are ready when the equipment is 
fired up. 
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Mr. Preston. Every time an agency of the Government. comes to 
the Appropriations C ommittee with a big increase, and it is granted, 
everybody becomes obsessed with optimism, and the next time they 
come back with a fatter proposition than they got the time before. 

It has happened. with the State Department. One year they: re- 
ceived the biggest jump they had in history. The next year they came 
back with a “walloping big one. because they had. success the year 
before. 

Last year we gave the W eather Bureau a terrific. increase. Dr. 
Reichelderfer was in Europe, and when he heard about it he was so 
delighted that he sent up a supplemental for $10 million right away. 

We have been generous with the taxpayers’ money, with CAA 
recently. Jone we do not want to become so generous that you get. too 
enthusiastic about how. fast you can go. ‘Although we are not as 
familiar w ith the technicalities of this program as you are, obviously, 
we are aware of the necessity for moving ferward in it. 

It is for fiscal reasons, and the necessity for maintaining solvency 
in Government, that we have to go at some pace that. is consistent 
with our ability.. That is why I think that we should caution you 
not to be too enthusiastic about how fast this thing ean be done. 

Mr. Pyrr. I am listening most attentatively to this, Mr. Chairman. 
T think the important point, however, is that we not let this thing 
get out of balance, we not get more equipment in than we can possibly 
operate. This is the point t that I think is most important for all of us. 

I do not feel that I am doing my job to you and the other Members 
of Congress unless I get this thing going at top rate. 

If we are being too enthusi: astic, IT can only say that we will be 
guided by your counsel, and further more, that. we will not be guilty 
of coming 1 here and asking for money just because we had success, 


ACQUISITION -GF ATRCRAFT 


Mr. Preston. Let me give you another example of your enthusi- 
asm: We have given you very, very liberal sums of money for estab- 
lishment’ of air navigation facilities. You have got extra money 
arotind over there. All of a sudden you have an opportunity to pick 
up 10 DC-3’s. You hastily. go out and get eight of them, without any 
consultation with us about if. Then you sent as a letter from the 
Office of the Under Secretary of Commerce saying: 

We have acquired them. We are proposing to. use. $1.5 million of money we 
have on hand in 1957 to refurbish and reequip and rehabilitate these aircraft. 
All that was without any congressional ‘authority. specifically, as to 
this sactivity. 

It.is.a fact already accomplished when we find out about it. That 
is using some of this extra money that you are after, The net effeet 
of this isto say to us, “We are requesting a similar sum in the 1958 
budget and we will replace it when we get the new money. 

I do not. know. If [am in error about this, you. can speak right 
out, There is nobody that does not have that right here on the part 
of the CAA or the committee. I have always been under the i impres- 
sion that, you followed reasonably close the program that you outline 
to the committee. 
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Mr. Basnieut. Mr. Chairman, exactly what we are trying to do, is 
to follow as closely in the pattern of the program we outlined to the 
committee as it is possible to do. 

In the case of these aircraft, here is the kind of issue we run into: 
It is not an easy matter to gear up and accomplish the big program 
we have ahead of us. There are some things that no one thinks of 
in time; there are some things that change because of contracts, or 
availability of items. 

In the case of these aircraft, we found that we could obtain, at no 
cost to the agency, some surplus naval aircraft. If we had not. taken 
them when we could get them, they would have been unavailable to 
us. We then would have had to buy airplanes. We thought it was 
a good advantage to the Government that we take the surplus ones, 
and having taken them, we faced two problems: How we can get 
them converted and equipped so that they will be useful in our flight- 
check program, in time to be available, as these equipments are being 
installed. The equipment is not usable until their accuracy has been 
determined. 

The airplanes become a key factor. We reviewed our program and 
found an item that we were not going to use during the balance of 
this year, so the dollars were temporarily held in reserve. We could 
use those dollars to modify these airplanes, have them available when 
they were needed to prove the accuracy of the flight equipment. 

We do not mean to come to you in a sense of saying, “This is all 
completed action. There is nothing anybody can do about it.” We 
mean to tell you we are carrying out the program we have indicated. 
We would like you to know the changes we undertake and we are 
not changing anything from what we have told Congress, 

Mr. Preston. All right, Mr. Basnight, everything you have said 
is accurate up to this point. But now you have in this budget the 
$1,558,000 for new aircraft, 10 additional DC-3’s. 

By your action, mee have, in effect, obligated us to approve this 
item right here. Therefore, you are moving independent of what 
the Congress would or would not do. You say, “We will decide this. 
We will go ahead and do it and then they will have to appropriate 
that money and we will be on safe ground.” 

The truth is we do not have to appropriate this money. You have 
gone ahead on your own and said you are going to do that. Our 
purpose is to keep appropriations under congressional control. It 
must be that way in order to keep the Government in some order and 
balance. 

Mr. Basnicut. I agree with you. 

Mr. Preston. I am not making a big cause of this thing. I am 
using that as an illustration of the thing that we are talking about 
here, trying to move too fast. 

Mr. Pytx. I wonder if I could speak to this point, Mr. Chairman. 
This is an area where, again, I may be guilty. I felt this was so im- 
portant, and there is one reason: We are trying to do our flight in- 
spection with an inadequate piece of equipment, the twin-engine 
Beechcraft. 

We are sending those boys of ours out in overloaded airplanes, 
without even the facility to feather those propellers so they will be safe. 
I, for one, as a pilot, do not intend to continue that, Mr. Chairman. 
Mr. Preston. Have you ever asked us for that equipment? 
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Mr. Pytz. What is the answer to that? 

Mr. Basnicut. It has been asked for in several years, but never 
reached the committee before. 

Mr. Preston. You did not ask us for it. How many aircraft have 
you asked us for that we have denied ? 

Let us get it on the record now. You are justifying your situation 
here by this terrific need. How many aircraft have we denied you in 
the past for checking equipment ? 

Mr. Basnicut. I do not recall, Mr. Chairman. 

Mr. Preston. Do not put it on that basis. 

Mr. Pyte. I am blaming myself. 

Mr. Preston. If there is negligence, it is on the part of the CAA, 
not the Congress. 

Mr. Pye. I am blaming myself. That is why I bring this up. I 
was the guilty boy again. Maybe I have got a few lessons to baie 
in running this department. I am listening very attentively to your 
remarks. 

The point I make, in the interest of the safety of the Government 
employees, and in the interest of getting this job done, I want to get 
those Beechcrafts out of existence as quickly as I can. I was able 
to obtain 10 airplanes from the Navy, on a wonderful deal. It was 
with that purpose in mind that I thought we had better get them in 
business just as quickly as we could, in the interest of the safety of 
our personnel. That is the reason I made this decision. 

I was wrong, obviously. If so, I apologize. 

Mr. Tierets. Mr. Chairman, there is one other facet that has not 
been mentioned that is directly related to this. In the programs that 
you have given us in 1957, and the programs we hope we will get in 
1958, we are constantly coming to you and you are urging us as to 
why we are not as far along with our physical progress as we had 
said we would hope to be. These aircraft tie right into this sort of 
concept, of moving ahead, even on an orderly basis, and that is that 
we flight-check sites before we make installations, to preclude relo- 
cations any more than are absolutely necessary. If we wait until 
about the middle of the new fiscal year to get aircraft and start refur- 
bishing them, we build into this a delay that prevents us from goin 
ahead. These new aircraft will help us in July and August wit 
whatever appropriations you give us to move ahead with whatever 
program you give us. Without them, it will slow the program down. 

r. Preston. It is a lot easier to find out whether it is advisable, 
as far as the Congress is concerned, before you get them, than it is 
after you get them. 

Mr. Pyte. This is my lesson. I have learned. 

Mr. Preston. We are available to you by telephone or by personal 
visitation—Mr. Clevenger, myself, and other members of the com- 
mittee—you can contact us. It is not that we want to run your agency. 





But any major undertaking we would want to know about, apart and 
aside from what has been justified before the committee. 

Let me say this in justification of the CAA. We think you have 
a good agency. We think the CAA is a good operation. Historically, 
I think, you have done a good job. I think we have some of the most 
capable men in the top side of CAA that can be found in the Govern- 
ment; they are dedicated men. Some of them are sitting right at this 
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table today, but, despite that fact, we still do not want to give you 
complete latitude. 

Mr. Pyxe. We do not want it, Mr. Chairman. 

Mr. Preston. I am not being critical to the extent that we think we 
are dealing with people who are not men of integrity. We concede that 
you are. rh personally, believe that you run a good agency. 

Mr. Trererts. Thank you. 

Mr. Pyxe. Lappreciate that, sir. 


TRAINING PROGRAM 


Mr. Preston. Could you give us a quick statement on the nature 
of your training program, and the scope of it ? 

Mr. Pyze. Mr. Chairman, I think if we could handle this by the 
different program. offices we could get the answers quicker. 

Mr. Thomas, would you start off, please ? 


TRAFFIC-CON TROL TRAINING 


Mr. D. D. Tuomas. Yes, sir. 

Mr. Chairman, with regard to air-traffic-control training, this is 
one of our most difficult “problems that we face, and right at the 
present time most of our centers are operating on at least a 48-hour 
week. We are operating overtime today, and are running into cases 
where people go 60 to 70 days without a day off, due to the experience 
level, keeping experienced people on duty. 

This reget proposes that, of the new people coming in next year, 
about 2,400 of them, or 200 a month, will go throu h our training 
facilities at the Aeronautical Center at Oklahoma City, where they 
learn the elements necessary for certification, and the basic principles 
of air-traffic control, at which time then they will be sent to the 
various facilities, and enter into further upgrade training and on-the- 
job training. 

I must say that there is no source of controllers available to us. We 
have to train them. Our primary source is military personnel, either 
pilot personnel or in the military towers, or flight service, or some 
other location like that. 

We are getting an adequate number of trainees coming into the 
system; we are getting an inadequate number of controller personnel 
who are competent to do the job. This is why we are embarking on 
this training program. 


RECLASSIFICATION OF PERSONNEL 


Mr. Preston. You have done some reclassification in this con- 
nection ¢ 

Mr. D. D. Tuomas. Yes, sir. 

Mr. Preston. To what extent / 

Mr. D. D. THomas. That reclassification is at the high-density cen- 
ters, such as New York and Washington. There has been generally a 
one- ‘grade increase. For example, the chief controller in New York 
was a GS-12. He is now a GS-13. The same is true in the high- 
density towers, such as Chicago and New York. Chief controllers 
of the towers go from 12 to 13, and corresponding increases in other 
positions. 
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Mr. Preston. Did you do it across the board here in Washington for 
your controllers ? 

Mr. D. D, Tuomas. Insofar as controllers are concerned, this'is:a 
personal-qualification matter. The controller in Washington can 
either be a grade 10 or a grade 11, depending on his personal qualifies 
tions. Lf he is qualified to run all sectors, including: rddar, he gets a a 
grade 11. If he is qualified for only a few seetors, he gets a gr: ade 10. 
This is a personal qualification, 

Mr. Preston. If he qualifies as a controller after gomg to school, he 
will be as much as a 10, and not less; is that right? 

Mr. D. D. THomas. Not right after school, This is a minimum of 
{8months. We have in our facilities basically controllers and assistant 
controllers. Out of school, he becomes assistant controller. This can 
be a grade 6, 7, or 8, depending on his location. 

Mr. Preston. In that connection, I am wondering if one of the 
problems is that you have your assistant controllers graded too low. 
These men have to be of considerable ability. 

Mr. D. D. THomas. That is right. 

Mr. Preston. Some of them are 6’s and 7’s. There is nothing at- 
tractive to a man with a family to go into that sort of deal. 

Mr. D. D. THomas. We agree. 

Mr. Preston. This is ari area in my judgment that ought to be re- 
classified. Those are tremendously important people in those towers. 
I know some you have that are 7’s that are past pilots, with terrific 
experience. Many are men with families who cannot actually make 
a satisfactory living on the salary they get as assistant controllers. 

Mr. D. D. Tuomas. We have a lot of them pumping gas on the side, 
or doing outside work. 

Mr. Tuomas. Will the chairman yield? 

Mr. Preston, Yes, sir. 

Mr. Tuomas. The Commission’s hands are tied in this matter, That 
is a matter that is exclusively within the jurisdiction of Dr. Young. 

Mr... Preston. The question is whether they have asked for re- 
classification. 

Mr. Pynr, You are absolutely correct, Mr. Chairman. We have 
gone through reund after round with the Civil Service Commission 
on this whole question. We are starting right back in again. We 
did get some relief by getting the upgrading to which Mr, Thomas 
refers, the increase in grade. We have gone right after them again, 

If I could be so bold, I would like to get your help if we could in 
this area. 

Mr, Tuomas. Are these men all college graduates with engineer- 
ing degrees? 

Mr. Preston. No. 

Mr. Yates. These are all trained personnel, are they not? 

Mr. Basnicut. Yes, sir. 

Mr, Pye. The point. is, Mr. Chairman, this is being actively pur- 
sued on any and every basis we can with the Civil Service Commission, 

Mr. Preston. Very well. 

Are there any further comments about the training program, Mr. 
Thomas ? 

Mr. D. D. Tuomas. No, sir. 

Mr. Preston. To what extent have you reclassified in this area of 
operations ¢ 
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Mr. Basnignt. It would be about 2,500 out of about 11,000 em- 
ployees, Mr. Chairman, that have been subject to upgrading of about 
one grade, on an average. ; 

Mr, Preston. That. was an upgrading process, as distinguished 
from reclassification, or was it a combination of the two? 

Mr. Basnicnr.. A combination of the two. 

Mr. Preston. And it has been approved by the Civil Service Com- 
mission ? 

Mr. Basnieut. Yes, sir. We are still pressed to get some relief for 
the lower grades in the overall system. This is as much as we have 
been able to accomplish with the Civil Service Commission so far. 

Their point is that with the top grade structure fixed it does not 
leave much flexibility underneath to raise the junior men. There is 
a real problem from a technical classification point of view. 

Mr. Daan. What is your B-57 flight program? Explain that 


to us briefly. 

Mr. Prix. Mr. Chairman, there are two other training areas. Mr. 
Tippets has some, and flight operations and airworthiness. Would 
you prefer to deal with those later? This is only in the one area, sir. 

Mr. Preston. I thought you were going to take it up by separate 
programs. 


MAINTENANCE TRAINING 


Mr. Pytx. No. Mr. Tippets has a training program, and of course 
we have one in the flight operations area. We will deal with that 
later, I assume. Mr. Tippets has a maintenance training program 
that I think he ought to speak to. 

Mr. Trerets. We operate three types of training, technical in nature, 
because of the specialized type of equipment the CAA has and the 
specialized program that we operate. 

We have a communications training program, which is for mainte- 
nance technicians that we recruit, never having had experience on any 
of our basic or primary types of equipment. They are indoctrinated 
in this type of equipment and the general CAA technique of adjust- 
ments and calibration of this equipment. 

We have another training program for radar, and one for our ad- 
vanced navigation aids, such as VOR, instrument landing system, and 
those special devices. We operate one other smaller training program 
for flight inspectors. This is necessary to train inspectors in the 
techniques of flight inspection work, which is different from routine 
piloting. 

The flight inspectors become very specialized analysts, having to fly, 
in a variety of different configurations so as to detect malfunctions of 
equipment and improper operation of the facility. 


B-57 FLIGHT PROGRAM 


These are our training programs that are represented in this “Oper- 
ation and regulation” estimate. Back to the B-57, to answer that 
question, here again we obtained free of charge from the Air Force, 
two B-57’s, to explore and to flight-check at the high altitudes, specifi- 
cally, in the 30,000 to 40,000 foot levels, where at the moment very 
much military flying is being undertaken and very little is known about 
the operation of our facilities. 
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That is, whether the course structure is as advertised and as stated. 
We are also seeking additional fix information for traffic control 
procedures, and the like. 

We will hope to get from the two B-57’s about 500 hours a year of 
analytical work at the high altitudes. I think the committee will be 
interested to know that the first of these two B—57’s has just completed 
its modification to incorporate recorders and electronic devices for 
sampling our facilities at these altitudes and began flying last week- 
end. It only has about 8 or 12 hours in the air at the moment, and is 
just now being brought into our program. 

This is a very essential project that we have undertaken. We are 
quite concerned about our facilities at these altitudes, and this is the 
only way we can get up that high to find out what is going on. 


FINANCING OF B-57’S 


Mr. Preston. Where did you get the money to do this? 

Mr. Trerets. The B—57’s were given to us free. 

Mr. Preston. [ am talking about your modifications. 

Mr. Basnicur. We have not spent any money on ourselves to change 
the aircraft structures comparable to the nature of the expenditures 
we are talking about for these Douglas aircraft. We estimate we will 
use for flight operations, the cost of buying fuel and whatever over- 
haul we have to go into, something in the neighborhood of $200,000 
during the year. That comes out of the operation and regulation 
appropriation for 1957. 

We have authority under that appropriation, as you recall, to oper- 
ate aircraft, and we were directed last time by the Congress, both 
Houses, I believe, told us to find out more about these jet problems. 
The only way we can do it is to get some airplanes and do a little 
experimenting with them. 

Mr. Preston. I am not finding any fault with what you are doing 
about that. Weagree that that must be done. I just wanted to know 
where you got the money. 

Mr. Pyxe. Mr. Chairman, I would like to emphasize the necessity 
of this program. We are going to be up there ving with civil pas- 
sengers in, let us say, 18 months, or something like that. We have 
got to know. We find just from reports how a B~47, for example— 
this changes the configuration of air navigation signals. We know 
that such an aircraft can push a cone of silence, by bending the signals, 
as much as 70 miles. This means when he is reporting, he thinks he 
is over Washington, and actually he is over Philadelphia. 

Until we find out all these vagaries that go on up at this altitude 
we are not in a position to say we have a good system. This is the 
parpore of the equipment. 

Mr. Preston. We understand that you must do that. 


ADMINISTRATIVE COSTS 


Mr. Basnight, discuss briefly your method used in arriving at 
administrative costs, and how they are apportioned to major projects. 

Mr. Basnient. Our administrative costs, in our experience, have run 
between 514 to 614 percent of the total operating program require- 
ments. 
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In 1958, the amount requested here is 3% percent of the ineréase for 
operating programs. That is, wé are asking for less.in relation to 
the percentage ,of increase .for operation than our experience has 
proven we use. 

Our reasoning there is that we are required to carry on certain 
fundamental services, such as a personnel office, accounting office; et 
cetera, but they build up a certain capacity and we figure that, as 
this operation increases, there will bea leveling off of the amontit of 
growth that is hecessary in the administrative areas, so we are only 
asking a 31%, percent factor for administrative expenses. 

Mr. Preston. That is cert: iinly a reasonable figure, 

Would you insert in the record your total for administrative ¢ost 
for this program ? 

Mr. Basnienr. Yes, sir. 

(The information requested follows :) 

The total administrative cost in 1958 for the programs under the heading. “Op- 
eration and Regulation” is $6,430,755, 


EXPENSES OTHER, TUAN FOR PERSONNEL 


Mr. Preston. On page 251, under “Other objects,” there are riunier- 
ous increases. 

Mr, Basnienr. Mr, Preston, if you would look at page 228, con- 
currently with 231, I think it would simplify the explanation. 

Under “02 Travel,” we are asking for an increase of $3 million. 
This increase affects increased workload. That isthe first item. There 
is involved there a combinat.on of figures, if you will read across 
page 228 from the 02 heading, so you. will find 4 total of approxi- 
mately $792,000 for anhualization and $190,000 in travel for work- 
load increase. 

That is the travel cost involved in shifting people around, between 
field facilities, as there are changes in personnel. 

Then we find $179,000 involved in travel cost of. new: facilities. 
That is the travel cost involving getting a ‘man hired in Portland, 
Maine, or some place, sending him to Oklahoma. City for training, 
and back. to his per manént post of duty. 

There is $527,000 involved in cost of travel for implementing the 
VORTAC program. Here we have to train new people, have to hire 
new people, and have to provide transportation and travel cost for 
them. 

We have the assumption of military approach control facilities that 
will use $450,000 in travel funds. $1,259,000 for going operational 
and maintenance training programs, 

This figure is involved in what Mr. Thomas and Mr. Tippets have 
just spoken of, this, program of sending about 2,400 of owr people’ to 
Oklahoma City for training. 

Mr. Preston. 2,400, did you say ? 

Mr. Basnicur. ‘Yes, sir, about 2,400 for air traffic controllers and 
there would be another 1,500 for maintenance, 

These figures, taken in total, would amount to a $3 million increase 
for travel. 

There are other items of cost, particularly communications. That 
is a big item for us, since we rent long-line telephone service on the 








299 


ground, and we have this interphonal teletype circuit that relays flight 
data around the country. : 

These figures go up by $3.6 million for communications services, 
otlier than interphone and teletype, which amounts to $1.9 million. 

The next figure is rent-and utilities. Here we are having to modify 
our space layout in a number of areas. We find we are bursting out 
of the-seams, where we put a large number of people in an old facility, 
like an air route traffic control center, 

We are having to modify our quarters and put the new people 
that control traffic in more adequate space. The figure here is $1 
million for enlargement and rental of new quarters. 

Another big items is $2 million for other contractual services. This 
involves contractual services in the maintenance and repair of field 
facilities, such as quarters, radio range buildings, access roads, and 
radio towers, equipment sheds, and like types of service, where we 
can hire the work done cheaper than we can employ people and send 
our own employees in as specialists. 

Supplies and materials is the next big item, and that amounts to 
un increase of $1,752,000. This is largely the replacement stock for 
tubes, radio parts, engine generator parts, gasoline and oil, for supply- 
ing the air navigation system. 

There is some inerease in equipment. Here we are talking about 
hand tools, trucks, test. equipment, such as electronic metering, de- 
vices, and training aids, used in the classroom as we need to train new 
personnel. 

The last. big item under “Other objects” is the matter of $6 mil- 
lion contribution to the retirement fund, This is really an adjust- 
ment in the method of financing between having the funds appro- 
priated to the civil service retirement fund and to the CAA. 

Mr. Presron. Most of these increases are related to the increased 
number of personnel you requested ¢ 

Mr., Basnicur, Yes, sir; a lot of them are, virtually all of them. 


Furcutr Operations AND AIRWORTHINESS 


Mr. Preston. Mr. Davis, we would like you to explain the pro- 
gramed increases in flight operations and airworthiness as shown on 
page 236 of the justifications. 

Mr. Davis. The program increases we request amount to about $4.- 
100,000 over this year. They are in 2 or 3 areas that are of the most 
importance. 

The increased workload that we have upon us is primarily caused at 
the moment by the beginning phase of jet transports coming into 
operation. At the present time we are expending about 35 percent of 
our engineering talent on meetings with the manufacturers of the jet 
transports and related problems. Our west coast contingent of engi- 
neers 1s spending about 50 percent of their time doing that. 

At the same time that is going on in the type-certification 
process, our air-carrier operation inspectors are also being prepared 
on, and studying the differences in, operation procedure and practices 
that will be caused by the jet transports—the high-altitude type of 
flymg, the higher speeds, the ground-handling characteristics, and 
all of those things because they cause different problems than we have 
in today’s propeller transports. 
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So we are getting ready to be prepared to approve or disapprove 
the proposals that the air carriers, the operators, make to us with re- 
eae to the type of operation and maintenance of those aircraft. It 
takes us about 2 years to properly train a new inspector and a new 
engineer. So the 1958 program is half of the planned 2-year pro- 
gram to be prepared for the advent of the jet transports. 

The 1957 supplemental was the first stage of our preparation and 
the increase of our staffing that we required. So we are now com- 
ing into the second phase of the procurement of personnel and other 
objects in the way of getting prepared to do the job that we have to do 
before the jet transport is in actual operation. 


FLIGHT SIMULATOR 


One of the items that is of very great importance, which is a large 
item, is the procurement of an electronic flight simulator conftgured 
to the Boeing 707 type aircraft. That is an electronics device that has 
been developed which actually takes the front end of the Boeing trans- 
port and is configured exactly like the Boeing transport so that 
we can train our inspectors to fly that particular aircraft, par- 
ticularly with the equipment that is aboard and encounter the navi- 
gation and traffic-control problems, the high-altitude problems, 
the feel of the aircraft, and the exact configuration of the plane 
itself. If we procure this particular piece of equipment we can be 
ready, insofar as the training of our flight inspectors is concerned, to 
know what the characteristics of the jet transports will be and what 
the operating problems are. If we did it by the procurement of the 
aircraft itself, which is the only other way, that, of course, would be 
prohibitive in cost, both initially as well as the operation of the air- 
eraft. The jet transport cost is in the neighborhood of $6 million, and 
it will cost also about $1,500 an hour to operate it. By the procurement 
of this device we can train our inspectors in many of the problems in- 
volved in that type of flight operation at a cost of about $50 an hour, 
if we operate it 16 hours a day, which we plan to do. 

The phase of our training program that is ahead of that is the 
procurement of jet trainer aircraft which we have already done 
through the Air Force, and which are now located at our aeronautical 
center at Oklahoma City. So with the training in flight in the air- 
craft itself, and then the training in the simulator, we know that we 
will be able to Iearn the operating characteristics of that type of plane 
before it is on hand. 


ACTIVITIES RELATED TO JETS 


Mr. Preston. Before we leave this, it is noted that vou had $14,972.,- 
000 in 1957. How much of this increase is directed to the jet experi- 
mentation ? 

Mr. Davis. Well, the transition to jet transports in the way of 
people amounts to $575,000, and the procurement of the electronics 
simulator, which is part of the training for that purpose, is $810,000. 

Mr. Basnicut. There are additional figures of $74,000 involved in 


the utilization of T-33 and F-80 single-engine jet aircraft, and there 
would be approximately $159,000 worth of work carried on through 
the test and development center at Indianapolis. 
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Mr. Preston. Would that be transferred to Indianapolis out of 
this appropriation ? 

Mr. Basnicut. It is supported in part through this appropriation ; 

es. 
r Mr. Preston. Is $159,000 the correct fi ? 

Mr. Basnieut. $159,000 is the figure that I have here. That is not 
all from flight operations and airworthiness. Part of it comes from 
airports. I can reconcile that for you in the record if you would like 
to have an exhibit on it. 

Mr. Preston. I would. I want to know how much of this total in- 
crease of over $4 million is related to this high altitude jet flying. 

Mr. Basnieut. We can furnish an exhibit. 

(The information is as follows :) 


STATEMENT ON INCREASED EFFORTS RELATED TO JET AIRCRAFT UNDER THE HEADING 
FLIGHT OPERATIONS AND AIRWORTHINESS 


Of the requested increase of $4,148,000, the sum of $2,023,000, including $11,000 
in supporting services, is for work incident to establishing safe construction and 
operating standards for jet aircraft. This added effort would be applied to the 
following areas: 


Estimate, | | Estimate, 
fiscal year | Increase fiseal year 
1957 | 1958 
sanuthaianeteiiadiaratdinne nara namabith $$$ }|_- i vishivicien ilies ieiiniiaatil 
Engineering and airworthiness of jet aircraft. .._.._..-....-..- $956, 000 | $898, 000 | $1, 854, 000 
Operation and maintenance standards and procedures for jets _ _| 164, 000 | 258, 000 422, 000 
Training for technical personnel menses purchase of flight | 

PO SAAT F 4 A. gat tate ea keke | 74, 000 | 856, 000 | 930, 000 
Physical standards for airmen ee iti slik A oe | 36, 000 |__- ca 36, 000 
Development and evaluation projects. a ekerele alah irdene | 190, 00 : 130, 000 
Os i ate a 1, 360, 000} 2,012, 000 | 3, 372, 000 


Mr, Pye. I would like to supplement what Mr. Davis has said in 
this respect. If you will recall, 1 mentioned we have this problem of 
catching up. This is one of the areas where we are in serious trouble 
inmy opinion. I do not think we have had enough attention paid in 
the past to the aviation safety as we used to call it. It is not a matter 
of funds, it is a matter of administration within our own agency. 

Mr. Preston. If you cannot look after aviation safety “with this 
amount of money something is wrong. 

Mr. Pye. I believe this is one of the problems that we have to face 
up to. We have not done as good a job as we should have. This we 
intend to correct. 

I would, at the risk of taking time, point out this country cannot 
afford to go through what the British ‘did with the Comet. It is only 
by beefing up our flight operations and our airworthiness section that 
we can avoid Comet incidents because we are right at the threshold 
of having to certify these airplanes; we are right at the threshold of 
having to lead the ‘airlines into the use of the airplanes. and they are 
pretty ‘complex pieces of equipment. They require precise operation, 
precise planning, and precise navigation. This is a whole new field. 

Mr. Preston. I think the Comet accident, unfortunate as it was, 
will tend to make our own manufacturers more alert. 

Mr. Pyte. Very definitely. 

Mr. Preston. And produce a better product. 
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» Mr. Pyup.., Very definitely. 

Mr. Preston. And produce a better product initially. 

Mr, Prue. ‘That is unquestionably true, 

On the other hand, we could have the Comet type of problem hit.us 
in other areas, the operational aveas, and we have to be prepared. I 
propose to see that the CAA leads industry into this new operation. 

Mr. Preston. Mr. Davis, can it be stated generally that the, rest of 
the money in the increase, beyond what we mentioned a moment ago, is 
related to the stepped-up program ? 

Mr. Davis. Yes. The work program of our office, flight operations 
and, airworthiness, includes, of course, the piston type of transport 
which is on the increase in procurement also. 

There is one manufacturer, for instance, on the west coast. that is 
still turning out three propeller -type transports a week, and the pro- 
curenient on that is increasing also, so we have a dual problem of tak- 
ing care of the increase in the propeller type transport and getting 
ready. for the jet transport, and it is divided between them. The rest 
of it’ js the normal workload that we have talked about on the jet 
increase. 

Mr. Basnicur. To give you some figures that might help, there is 
$1,420,000 involved in the $4 million increase for annualization of what 
was provided i in last year’s supplemental. 

There is $1,718,000 related to the problems of transitioning to the 
engineering and operational characteristics of the jet transports ; the 
shifting emphasis on how we use designees and the training of person- 
nel to fit these two patterns of changing operations. 

* There is $1 million involved here for this program to establish train- 
ing laboratories and increase flight activity at Oklahoma City for 
training. 

POLICY ON DESIGNEES 


Mr. Preston. What is the present policy about the use of designees ? 
For a while you would not use them. You came along last year or 
the year before and said you were going to reduce the necessity of 
having so many employees by followi ing a designee program. What 
is the present policy ? 

Mr. Davis. The, present policy, sir, is that we will continue to use 
the designees where they are needed for efficient service to the public. 
The fact of the matter is we had designated so many of them that 
ve found about 2 years ago we could not properly control the perfom- 
ance of that type of individual. So we are reducing the number, 
screening out those that have not performed well, but making sure we 
do not screen out those that are still efficient and can be used for 
efficient service to the public. 

Mr. Preston. Well, this is something we can talk about for a long 
time. 

Mr. Davis. I feel certain that change in policy will increase the 
safety standards. 


SAFETY RECORDS 








Mr. Preston. With regard to the safety standards and the safety 
records, do you have any comparative e figures of aircraft safety in the 
last. 12-month period compared to previous years so that we can see 
what the picture looks like today? 
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‘Mr. Davis.‘ In 1956 calendar year the scheduled ¢arriers had a better 
safety: record. thant they did in 1955 in spite’ of the, Grand Canyon 
incident. So fanithis year, if we follow the same average, it is better 
tham lastryear. Of course, you cannot suppose what is going to happen 
between now and the end of the calendar year, but the accident record 
is very excellent on the part of the scheduled air carriers. 

Mr. Presvon. | Has it been getting progressively better. year by year, 
or has it had: its ups and downs? 

Mr. Davis. It has had its ups and downs. I think we are at the 
lowest place where you cannot regulate out. all accidents. I mean 
that ew record is good, the record of the carriers is good, and it isia 
matter. of peaks and valleys, but the peaks are getting lower, and that 
is what counts. 

Mr. Pyue. I think there is a point perhaps that Mr. Davis has not 
mentioned. I would like to comment on it because it is one that im- 
presses me no end. That is the safety record, which in my opinion 
is not good in the general aviation area. This is the area in which the 
designee affects our program more than any other area. We have had 
some pretty unsatisfactory reports in this area. This.is the area 
where light twin engine planes are getting into, where we find it flying 
along with the pilot maybe not properly checked out, and not having 
the proper instruments in the plane. This is the area that gives us 
real trouble. 

Perhaps you would like to speak to this, Mr. Davis. 

Mr. Davis. Several years ago, actually in 1945, the regulations were 
changed by the Board, which took out some of the standards for safety 
insofar as the flight testing of the pilots was.concerned. We have 
been meeting with the Board and have now. reached an agreement, on 
replacing a lot of those, but the accidents in general aviation have been 
on the increase up until about 2.or 3 years ago. We consider that it is 
not a proper level of operation because the designees we appointed in 
this field were the ones that were giving most of the flight tests and the 
instructor was allowed to flight test his own students. Human nature 
is such it is difficult for a man to disapprove his own product. We 
found in the flight tests which were given by our own inspectors that 
the disapproval rate was about 18 to 20 percent. The flight tests given 
by the designees had a disapproval rate of about 4 percent. We feel 
strongly that that differential was a cause of a lot of accidents, so it, is 
par ticular ly in that area that we plan to retreat. in the use of designees 
and give most of the flight tests to the private pilot applicant and 
the commercial pilot applicants by our own inspectors. We feel sure 
that will improve the standard of safety among the general aviation 
product. 

Mr. Presron. You still use designees in the production of aircraft ? 

Mr. Davis. Yes. Manufacturers’ employees are designated in the 
engineering field particularly, and im the production field for the 
inspection of the production system, although we have our own in- 
spectors and engineers on the scene at each factory. 


MOTOR POOLS OPERATED BY GSA 
Mr. Preston. I would like to ask you about a new item that I have 


not seen before, rental of GSA motor vehicles. What does this repre- 
sent ? 


89841—57———-20 
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Mr. Basnicut. This is the cost of our renting automobiles from the 
GSA as distinguished from our operating a fleet of cars for ourselves. 

Mr. Preston. How long has this practice been in effect ? 

Mr. Basnieur. This is the second year, and there are 11 more cities 
where the GSA will operate motor- vehicle pools in 1958 than they did 
in 1957, where we have offices. The increase is for the transition 
from our using our own cars to renting cars from them. 

Mr. Preston. Are you trying to get out of the ownership of cars 
altogether ? 

Mr. Basnicut. We are not trying to, sir, but the practice is to have 
the GSA furnish the Government agencies with cars wherever it is 
feasible for them to do that. The operation is authorized by a specific 
act of the Congress and the intent is to have a better organized pro- 
gram of controlling the use of motor vehicles. 

Mr. Preston. Do you rent them on a monthly basis, or on an annual 
basis? 

Mr. Basnieut. We can rent them on virtually any basis. we want 
to. We can actually pay a fixed fee plus a mileage allowance. 

Mr. Preston. Who is responsible for the maintenance ? 

Mr. Basnicur. The GSA is responsible. 

Mr. Presron. How often are you required to turn them in for main- 
tenance? 

Mr. Basnicut. At regular periods of a thousand miles or so. 

Mr. Preston. From your experience which is the better system ¢ 

Mr. Basnieut. So far we have no fault to find with the quality of the 
cars that we are getting from the GSA. Looking at it in shorter range 
terms, we may be paying a little bit more per mile while getting ‘t 
better quality of car. On the other hand we were not able to replace 
our own cars diidere the previous program. In this budget, incident- 
ally, we are asking for funds to replace some 49 of which about 24 or 
so are under “Flight operation and airworthiness.” So we still have 
a number of cities not served by GSA where we have cars of our own, 
and we need to turn them over because of their old age and advanced 
mileage. T have not answered your question specifically. The pro- 
gram is not old enough that we can really be objective about it. It 
has some aspects that are good and some that are bad. 

Mr. Davis. The inspectors like it because they get better cars, newer 
‘ars, to use. 

Mr. Preston. I suspect that the overall cost to the Government is 
greater. 

Mr. Basnieut. I think you are right, sir. 


EXPENSES OTHER THAN FOR PERSONNEL 


Mr. Preston. Where are the other objects? 

Mr. Basnicur. They are summarized in two places. They are de- 
fined on page 247 of the estimate. The increases fall into four prin- 
cipal areas. For travel there is an increase of $264,000. This is 
related to new requirements, the matter of training personnel, and 
the matter of additional people that need to be recruited, and their 
routine schedule of activity as they move from one place to another to 
perform safety functions. 

Mr. Preston. Take the big items. 
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Mr. Basnieut. There is $125,000 requested here for supplies and 
materials, and that is for two big elements, laboratory and medical 
supplies, gasoline and oil required at various stages of the safety pro- 
gram, including the operation of aircraft and fuel oil for our district 
offices. The biggest single item of increase is $904,000 under the 
heading “Equipment.” Here we are asking for $800,000, which Mr. 
Davis previously mentioned, the purchase of the flight simulator. 
The remainder of the item is for routine technical equipment ‘used 
by engineers in testing an engineering work on turbine engines and 
newer types of aircraft, including helicopters. 

Mr. Preston. How successful is this flight simulator? When you 
were talking about it did you mention that figure of $800,000? 

Mr. Davis. Yes. 

Mr. Preston. I just did not catch that figure. 

Mr. Davis. It is the most important single piece of equipment that 
we have ever ordered for this program. If we do not get it we can- 
not possibly train our operations inspectors to be prepared to know 
the flight characteristics and other problems of the jet transports. 
The only other way we can get it is to buy a jet transport or rent one. 
That cost is prohibitive and we would not have the time to do it because 
there are not any to rent or buy at the moment. 


ATRPORTS 


Mr. Preston. Now we will take up airports. Mr. Howell is here 
for that program. We have known him for a long time. 
Mr. Howell, please discuss the changes in the increase set forth on 
pages 253 and 254. 
INCREASES IN AIRPORTS BUDGET 


Mr. Howe tu. First of all, we are asking for additional staffing to 
take care of the increased workload in administering the Federal aid 
airports program, and we are asking for 37 additional positions and 
$179,000. This workload will be by far the largest in the 12-year 
history of the program and represents the workload estimated at 13 
percent over that we had in 1957. 

Secondly, we are asking for 11 positions and $70,000 to provide 
additional staffing to develop jet age airport standards. The purpose 
of this increase is to review all existing engineering standards for air- 
ports and to develop new standards as required for national applica- 
tion to our airport system to make it adequate for the introduction 
and accomodation of jet airplanes, and also to take care of a terrifi- 
cally increasing volume of airport traffic. 

Third, we are requesting additional staffing to permit greater empha- 
sis on airport planning. We are asking for 21 positions and $115,000 
for this function. This request is necessary, we feel, to eliminate a 
deficit in our planning—not only system planning but also the plan- 
ning of individual airports. 

Fourth, we are requesting an increase of 7 positions and $71,000 for 
our development and evaluation program to permit inclusion of tests 
on load-bearing transmission equipment. We want to conduct field 
studies of airport construction to study the effect of reverse thrust 
braking by heavy aircraft; also, the effect of jet blast and fuel spillage, 
the concentration of loads and the frequency of application of loads. 
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Those, are the four major, areas which we, are requesting Increases 
for; 

Mr. Presron: Your total increase is how. much over, 1957 4 

Mr. Howenw. ; Qurtotal increase, is $682,000 over L957. 

Mr. Presren:, How; much.of that, is related to the introduction of 
jet aircraft and high-flying aircraft. 

Mr, Howenw.), Spec ifically our requested increase of $70,000 is for the 
preparation, of jet. airport..standards and. the, $71,000 for. technical 
development. activity in field studies of airport construction. 

Mr. Pyie. A good portion of this airport system planning is at- 
tributable tothe introduetion of the jet. ; 

Mr. Howent. It, is partially required by the introduction of. the jet 
aircraft ; yes. 

Mr. Presron. It would be interesting to discuss the probability of 
lengthening the runways and that sort of thing, but I do not believe 
it will be necessary today. 

You are still giving guidance and advice to local airports ¢ 

Mr. Howext. In the engineering and planning areas, not in the 
airport. operational area. .We are conducting an advisory program, 2 
portion of which is represented by this increase in planning activities 
and increase in our preparation of standards. 

Mr. Preston. Is Public Law 211 the Federal Aid to Airport Act é 

Mr. Howe. Yes. 


ADDITIONAL POSITIONS REQUESTED 


Mr. Preston. The administrative cost of that is included im this 
request ¢ 

Mr. Howexr. Yes. 

Mr. Preston. What is the total for that / 

Mr. Hownnit. The total increase for administration of the Federal] 
aid airport program is $179,000. Actually, the administration of the 
program represents approximately 65 percent of our total request. 

Mr. Basnicut. We no longer advise management of airports how 
they can make money. We only advise cities what kind of an airport 
they might need in the future. 

Mr. Preston. Furnish us with charts showing us the type of people 
you will add under this increase and the grades. 

Mr. Basnieur. Yes. 
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(The information requested follows :) 
OPERATION AND: REGULATION—AIRPORTS 


Positions to be added-in fiscal year 1958 


Increased} | Develop- | Adminis-| 
Publie Jet age ; Airport | ment trative ‘| 
Grade | Title Taw 211 | -stand- ' planning! and | support-| . Total 

} | workload ards | | evajua- ing 

| | } tion services 
GSrl5..-...! Epes 3 6444-3) <peet -60d-cib ephacces by, kere. waa A Sloseye ‘ age? 1 
CP acc aslncenale .t 3 : Es 1 | eS nce a 2 
GS-18... 4.. 0.2... 2. 5 gill L LIS 3F 1 | 5 hb DSS 6 
GS-13.....- eee am ofticer 1 Cut vies this is tate ad t+. 1 
G@S-12....-.} Engineer. _. | 9 5 2) .| 16 
CORR oe ih hia bl ee os ’ Tar 21 | 2 l 1 eee 25 
GS-92...) do-- ; I a 1 
GS-7.......} Technician 3 £92. Sak La 2 i 2 
GS8-7.......} Clerk : é 2 | 2 
GS+6_..4...} Secretary... J2._. 1 43 AAS 1 
Q8-$.......-|---4.00 seua ‘ . Jas 1 —— . 2 
GS-4__. do 2 1 5 1 9 
G@Sir es sluk 2 do é 4 : + 8 
WS-10._- Mechanic 2 2 
Total 37 i 21 2 | 7 


‘ 
' 


EXPENSE OTHER THAN FOR PERSONAL SERVICES 


Mr. Presron. Where are your other objects listed ? 

Mr. Howeny. On page 261. 

Mr. Basnicnr. The increase amounts to $292,000, of which we are 
requesting $34,000 for travel associated with the additional workload 
for the grant-in-aid airport program. 

We are asking for an increase of $3,900 in transportation of things 
and for communication services, an increase of $1,577. This is for 
fixed charges for’ telephone service in regional district offices, long- 
distance toll charges, postage, and telegr aph service. 

The only other significant imereases are inoother contractual séry- 
ices, where we are asking $20,000 to provide for the work at the tech- 
nical development projects that:will be performed wniler contract. 

Mr. Preston. Technical development projects ‘ 

Mr. Basnieur. Yes. That is the load-transmission project that 
Mr. Howell previously referred to for determining airport runway 
strength and the impact of jet aircraft on runways of airports. 

There is an increase of $6,000 in supplies and materials, associated 
with building up an engineering staff, and in increase of $11,000,;an 
equipment. This includes engineering drafting and other office equip- 
ment. Also, the cost of five automobiles that need to be replaced. 

The remaining items are merely the effect of the civil-service retire- 
ment fund coming into our category for accounting; $211,000 merease 
for that purpose. 

RATE OF OBLIGATION 


Mr. Preston. What are your current: obligations today for the 
entire appropriation, “Operations and regulations” ? 

Mr. Basnicur. The obligations as of February 28 amounted to 
$86.743,705. There was in transit, that is between the purchasing 
office and the accounting office, additional documents that would obli- 
gate $347,651, so we are committed in the amount of $87,091,000. 
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Mr. Preston. What was your total appropriation ¢ 

Mr. Basnicut. $136 million, including a supplemental. 

Mr. Preston. Do you expect. to have an unexpended balance? 

Mr. Basnicut. No, sir; we do not. 

Mr. Preston. How are you going to manage to spend this much 
money between now and the end of the fiscal year ? 

Mr. Basnicut. Projecting obligations on a straight level for the 
remaining months we would obligate $130,600,000. That would leave 
us a $6 million balance. However, we have these factors: The number 
of workdays involved in the remaining period of time, the additional 
recruitment of people we have on schedule to pick up which we have 
commitments on through the personnel process, the additional em- 
ployment will require $2,300,000. We have to pay rent on the high- 
altitude communications system which we call the peripheral com- 
munications. This is the air traffic control concept that we asked 
for in the supplemental. That will cost us $2 million the remainder of 
this year, and we are engaged in working our people in traffic-control 
centers on an overtime basis and that is going to cost us $700,000. 
So we will really be in a financially tight position at the end of the 
fiscal year. 


Mr. Preston. You always manage to come out that way somehow. 


EMPLOYMENT 


Would you put a chart in the record showing what your present 
employment is under each activity ¢ 

Mr. Basnicut. Yes, sir. I have it in total here at the present time. 
It is 17,360. 

Mr. Preston. Is that by activity ? 

Mr. Basnicur. Yes, sir. 

Mr. Preston. Is it in the justifications, or do you have it in your 
papers ¢ 

Mr. Basnieur. I have it in my papers, sir, but I will put it in the 
record. 

(The information requested follows :) 


OPERATION AND REGULATION 


Employment as of Feb. 28, 1957 





ec eatregnioiegion imag cinetein th tts 15, 270 
Dee Grates BG GIF Or atimene, oo So eee wee wens-ceepere 1, 662 
Mipperee i165. Dik a ie SUL 428 

I enact tai iM cacia ca dig la Ne iil ae ella eteasahie te iia iicchneintrmmmeldensitandiedn 17, 360 


Mr. Preston. We would like two other things for the record, as 
follows: 
COST OF ADMINISTRATIVE SERVICES 


A table for administrative services for 1956, 1957, and 1958, showing 
the number of positions and funds. 
Mr. Basnicut. Yes, sir. 
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(The information requested follows :) 


Positions and funds for administrative services 












Average 
number of | Total salaries 
employees 
Actual, 1956_ __. 947.4 | $4, 804, 255 
Estimate, 1957_.. - 1,015.6 | 5, 267, 950 
Estimate, 1958___- 1, 270. 6 | 6, 450, 755 


TECHNICAL DEVELOPMENT CENTER 


Mr. Preston. We would like another table on amounts for personnel 
and other objects for the Technical Development Center. 

Mr. Basnient. Yes, sir. 

(The information requested follows :) 


OPERATION AND REGULATION, TECHNICAL DEVELOPMENT CENTER 


Breakdown of estimates—1958 
























































Fiscal year | Fiscal year Net addi- Fiscal year 
1956 actual | 1957 estimate} tional re- 1958 appro- 
obligations (adjusted) quirements priation 
request 
Number permanent positions. __........-...--- 100 121 187 
Total average employment_.___........-....-.-- 102 117 181 
01 Personal services................----------- $549, $41 $679, 000 $1, 046, 000 
Other objects: 
TON oth oa ht de ee ioe dns li slies 12, 972 17, 614 51, 425 
03 Transportation of things. -......---- .| 2, 277 5, 250 15, 798 
04 Communications services _-_..-.....--- 6, 266 5, 245 7, 551 
05 Rents and utility services_..........._- 21, 745 25, 600 35, 707 
06 Printing and reproduction __-_--___..--- 464 38, 200 5, 067 
07 Other contractual services_..........--- 17,912 243, 888 1, 090, 171 
08 Supplies and materials_-_............--- 83, 889 98, 715 141, 870 240, 585 
GD: Meeps it cise sc. seis lias. de 67, 017 77, 275 189, 871 267, 146 
11 Grants, subsidies, and contributions_-_-|..........--..|.-.----------. 61, 000 61, 000 
13 Refunds, awards, and indemnities-_ __- See fo sci ecsete LL Meo 
15 Taxes and assessments. -...-........-..- 310 213 337 550 
Total, other objects...............-.- 213, 162 477,000 | 1,298,000 | 1,775, 000 
Total, all objects.................---- 763,003 | 1,156,000 | 1,665,000 | 2, 821, 000 
1 


AIRCRAFT ON HAND 


Mr. Preston. We would also like to have a statement showing the 
number of aircraft you have. 

Mr. Basnicut. The aircraft which we presently have? 

Mr. Preston. Yes, sir. 

Mr. Basnicut, All right, sir. 

Mr. Preston. Can you give that figure offhand? 

Mr. Basnicut. We are operating now about 79 aircraft out of an 
authority to operate 85, and we have other parts of aircraft that 
could be made up into units if we had parts and components enough 
to make whole airplanes, 
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NUMBER OF PASSENGER VEHICLES 


Mr. Preston. What is the first requested language change? Does 
it have to do with passenger vehicles ? 

Mr. Basnitent. Yes, sir; 49. We had 100 in the combined total for 
the regular and supplemental appropriation, and we are asking for 
49 this year. 

ADDITIONAL AIRCRAFT REQUESTED 


Mr. Preston. What is the need for additional aircraft ? 

Mr. Basnigur. Well, sir, the need is tied into two programs—the 
air traffic control and air navigation facilities. ‘The expansion of the 
Air Traffic Office requires the 10 additional Douglases that we talked 
to earlier, and which requires more flight check aircraft, 

In the aviation safety program we are requiring the use of jet- 
powered aircraft for training our engineers and safety agents, and 
we are fortunate in being able to get some of this equipment loaned 
to us, but we may have to take title and be responsible for the main- 
tenance and overhauling. 

Mr. Preston. There are 10 DC—3’s that you contemplate out of this 
total of 15 additional planes? 

Mr. Basnicutr. There are 10 additional DC—3’s that are in the 1958 
regular program. In the VORTAC program, the amendment to 
the budget, there are 12 more DC-3’s. 

Mr. Preston. W ell, tell us about these 15 additional aircraft, that 
you want authority for, and give us information as to the type of 
aireraft they will be. 

Mr. Basnicur. There are 22 Douglases, or DC-3 aircraft. 

Mr. Pye. No; there are only 15, the difference between 85 and 100. 

So we are retiring some. 

Mr. Basnicut. We are proposing to change from 85 to 100 in terms 
of aircraft we would operate. We hope to acquire 22 Douglas DC-3’s 
and-retire at. least 5 Beechcraft. So we would keep our limitation at 
100 in terms of airplanes in operation. 

Mr. Preston. What other types of aircraft are involved? Would 
this cover your two B-57’s/ 

Mr, Basnieut. Yes, sir; even though they are not titled to us. We 
have them on loan from the Air Force. 

Mr. Preston. Does the total of 15 additional aircraft relate to 
DC-3’s? 

Mr. Basnigur. No, sir. All the airplanes we operate relate to this 
proposed limitation of 100, or currently 85. We would count the jet- 
powered aircraft and retire additional Beechcraft if necessary to come 
within the operational limit of 100. 

Lam afraid I have not made that real clear to you, and I am sorry. 

Mr. Preston. I understand you are going to retire some all right; 
but.you said five, did you not ? 

Mr. Basniaut. I ‘said we would retire at least 5, to get: these 
Douglases for flight-echeck work; yes, sir. We would retire other 
Beechcraft in order to get the use of the jet aircraft for the training 
purposes and in learning about jet problems. There would be at least 
4 or 5 more Beechcraft involved there. 

Mr. Pyte. Mr. Chairman, would it not be simpler if we gave you 
a chart on that ? 

Mr. Preston. Yes, sir. 
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(The chart requested follows:) 


CAA aircraft by type 


| 
| Fiscal year | Fiscal year 





he 


! Under the 1 eaeebalil budget 6 additional DC-3 aircraft frames will be acquired for operational use in 
fiscal year 1959 and later years as replacements for Beechcraft equipment. 
2 Of this total of 85 aircraft, 78 are now in operational use. 


1957 | 1958 

| site a 

eee a eye at Be } 2 | 2 
Jet F-80c........-- | 2 | 2 
Jet T-33_.....- ; 1 | 1 
I nc me 1} 5 
Douglas DC-4..-___.-- ne 3 3 
Douglas DO-3....__...__..- ; ca 30 | 146 
Resenen IMO aneca re 45 2h -opserci-ey-iarees thtntieael eee 44 | 39 
Grumman JRF-8_____-._-._-- ; nt ht 2 | 2 
285 100 


Mr. Preston. How much money is involved in this language for 
15 additional aircraft? How much money is requested in the budget? 

Mr. Basnieut. Actually, $2 million is requested in the budget for 
operating aircraft. 

Mr. Preston. To acquire operating aircraft ? 

Mr. Basnicur. No; for operating | expenses of our aircraft. 

Mr. Prestox. How much is in the budget for acquisition ? 

Mr. Basnient. Nothing for acquisition. 

Mr. Pyrite. That is correct; yes, sir. 


LIMITATION ON NUMBER OF AIRCRAFT 


» 


Mr. Preston. How did you absorb 8 additional DC—3’s within your 
limitation of 85 aircraft? 

Mr. Basnicut. We previously had a limitation of—I am not sure 
of this—which eight are you speaking of ¢ 

Mr. Presvon. The ones you got from the Navy? 

Mr. Basnicut. We are not operating them, sir. We are only over- 
hauling them, We are not flying them at this point. 

Mr. Tirrets. These eight are ‘included i in the new authorization for 
1958. They are flight inspection aircraft, and these 8 will be within 
the framework of the 100 requested. 

Mr. Preston. In other words, you construe it to mean that you are 
not operating them until you have them in the air? 

Mr. Tierets. That is right; all we have is title to them. 

Mr. Preston. “Operation” means flight, and “maintenance” means 
doing something to them on the ground ? 

Mr. Basniaut. Yes, sir. 


Mr. Preston. You still would have to come within the regulation of 


85, because it says “for operation and maintenance.” 

Mr. Basntaut. Yes, sir; but we are only operating about 78 or 79, 
and if we were able to go ahead and overhaul them, we would have 
flexibility within the present limitation to operate at least 5 or 6, 

Mr. Preston. Well, that is a matter of interpretation, I think, in 
this case. 

Mr. Pyte. Mr. Chairman, I might speak to this point because it 
is not with any intent to do anything out of order. The point on 
these airplanes was that with reference to these Navy planes, if we 





312 


did not get them, we were going to lose a chance to get them for noth- 
ing. In other words, the Navy had these airplanes surplus. They 
would have to have work done on them, and we thought it was in the 
interest of the agency in getting the job done to get these airplanes 
quickly before someone else got the same idea. 

So, we got them in our own shop before anyone else could get them. 


LOCATION OF AIRCRAFT 


Mr. Prestion. That is commendable. Give us a list of your air- 
craft showing where they are located and where the new one are pro- 
posed to be located. 

Mr. Pyte. Yes, sir. 

(The information requested follows :) 


CAA aircraft by location 
Mill foi voll 
Fiscal Fiscal 
year year 
1958 
-|-—-——]| —-—--—------ 
Continental United States: Continental United States— | 
Atlanta, G Continued 
Battle Greek, Mich Seattle, Wash 
Charlotte, N. C Washington, D. C. 
Columbus, Ohio.- 
Denver, Colo 
Fort Worth, Tex__....--- 
Indianapolis, Ind 
Kansas City, Mo 
Los Angeles, Calif_-. 
Miami, Fla. ° 


Subtotal 


> — 
mh OO Or eR 


Outside continental United 
States: | 

Anchorage, Alaska. -._- 
Bangkok, Thailand 
Beirut, Lebanon._. 
Honolulu, T 
Paris, France 





Oklahoma ‘City, Okla__.. 
Orlando, Fia---....--- 
Peoria, Ill 


Salt Lake City, Utah 


Subtotal............ oid 
Grand total 








toe RH eh Oe On or OO ee 








Mr. Preston. How many four-engine aircraft do you have? 

Mr. Basnicut. We have 3 at the ‘present time ; we have 2 Douglas 
DC-4’s in Oklahoma City and 1 in Honolulu and that is all. 

Mr. Preston. Mr. Clevenger, do you have any questions at this 
point? 

Mr. Crevencer. No,sir. You are doing a good job. 


EsTaBLISHMENT OF Arr NAVIGATION FACILITIES 


Program and financing 





| 
1956 actual | 195 one 1958 estimate 





Program by activities: | 
1. Air navigation facilities—electronic and visual. = $5, om, 799 | $18, 600, 000 $41, 254, 000 
. Intermediate landing fields 457, O80 | 500, 000 | , 130, 000 


1 
3. Air traffic control towers and centers. --. . -- , pall 2, 837, 425 40, 900, 000 60, 507, 000 
. Aeronautical communications stations : 879, 095 4, 000, 000 7 307, 000 
. Housing, utilities, and miscellaneous... -..._.......--- 706, 179 1, 000, 000 3 802, 000 


65, 000,000 114, 000, 000 


Fesnnyeen 


Total obligations...............--- | 10, 128, 578 
Financing: | 
Unobligated balance brought forward 7 | 11,659,814 | —17, 531, 236 —27, 531, 236 
Unobligated balance carried forward__....-....-.....-.---| 17, 581, 236 27, 631, 236 83, 031, 236 


Appropriation wah . | 16, 000, 000 75, 000, 000 
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Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 





CIVIL AERONAUTICS ADMINISTRATION 


Total number See Bs od deecn ds ebee 661 798 1, 269 
Full-time equivalent of all other positions... i stisee ee sh 59 107 190 
Average number of all employees---______- con tie sie Set 5 369 667 1, 142 
Number of employees at end of year. -.___- Sabkseuen amend 692 825 1,314 


Average salaries and grades: 
General schedule grades: 

















Average salary_......___- aah EESTI SE $5, 139 $5, 361 $5, 248 
Average grade... --_- WhibV sla edb Wa eend aes ce GS-7.5 | GS-7.7 GS-7.7 
Ungraded positions: Average MEWS a. asnatcies. atta $4, 294 $4, 381 $4, 397 
01 Personal services: 
Permanent positions-.---_- added sawasweunt | See eee $2, 904, 605 $4, 869, 818 
Positions other than permanent... sasbssnabuneas 306, 154 556, 667 973, 963 
Regular pay above 52-week a oe i UO) Bata. web 18, 730 
Payment above basic rates_..__.............._.-- oe 95, 764 174, 116 284, 938 
"Toten mernonal cer vieeBins 3c... <<. -<-...<.0-.sche<s-- 1, 954, 150 3, 635, 388 6, 147, 449 
07 Other contractual services; Services s performed by other 
Creche Aednas cl SES INES. 5. Soe cknck cdacceubeecs 221, 720 700, 000 780, 000 
A a cn tint snaaavarhiegiepetoamebhanianns | 4, 282, 405 45, 100, 000 81, 608, 000 
10 Lands and structures. _- ota. ee 3, 662, 155 15, 552, 638 25, 172, 308 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund _- : 7 sows icaeeeere itacses ‘ 286, 000 
15 Taxes and assessments_--.-...--..- ocezeceenal 3, 252 | 3, 926 | 6, 243 
Total, Civil Aeronautics Administration............_-- 10, 123, 682. 64, 991, 952, 114, 000, 000 


| 
ALLOCATION TO NATIONAL BUREAU OF STANDARDS | 


07 Other contractual services. -___. sae nly ha coe ca 4, 896 SOG fe. 3 ode si 
Total obligations._.._._______- pins awa GaAs Tica th pares 10, 128,578 | 65,000,000 | 114, 000, 000 
| 











Budget authorizations, expenditures and balances 


1956 actual 1957 estimate | 1958 estimate 


























RUDGET AUTHORIZATIONS AVAILARLE | 
Pe tind enn ninco thadkeneme as eB dencasctt oe $16, 000,000 | $75,000,000 | $149, 500, 000 
Balance brought forward: 
Unobligated._........ WL 53tbs Sabo nkidan dh bibidd send snksesee 11, 659, 814 7, 531, 236 27, 531, 236 
i RL EAL LLL: LLL ER SELES . 590, 111 : 36, 650, 093 
Restored from certified claims account. ...................-.-- Jae-tenson-----| | $4, 305.]-.-------..--_ 
Total budget authorizations available _......_.- the dds 28, 249, 925, 100, 591, , 329 213, 681, 329 
EXPENDITURES AND RALANCES rss ere! oe. «te 
Expenditures— 
Out of current authorizations. ...............-.--.----.--- } 2 702, 951 { 23, 639, 759 36, 900, 000 
ARR Oe ee Sona ranenecencsancebctceeccens ern 12, 770, 241 32, 100, 000 
TF tel Ca ssh 65 agin hks 00 ds ins cbedipnse'esedee< 2, 702, 951 36, 410, 000 69, 000, 000 
Balance carried forward: 
Mend rok healt mal edecdtnacarkbant cnnue Cin 17, 531, 236 27, 531, 236 63, 031, 236 
Cane Git 20. i rds tL 933 ad 8, 015, 738 36, 650, 093 81, 650, 093 
Tota] expenditures and balances. -...............---.-.-- 28, 249,925 | 100, 591, 329 213, 681, 329 





Mr. Preston. The next item is the establishment of air navigation 
facilities which is to be found on page 29 of the committee print and 
page 266 of the justifications. 

We will insert in the record at this point pages 266 through 275 
of the justifications. 
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ESTARLISHMENT OF AIR NAVIGATION FACILITIES 


Summary of requirements 


Appro »riation, 1957 (regular bill) PNTIACOA $40, 000, 000 
Second Supple mental Appropriation Act, 1957 4 35, 000, 000 


a Pia lileg Obs j 75, 000, 000 
Pioduct 1957 projects program. ae . ss : BOA the 10 or 75, 000, 000 


Base for 1958 ___ Peete 
Net difference, 1958 over 1! 957: 


Requirements | Difference, 
| inerease (+) 
| or decrease 
1957 adjusted 1958 estimate | (—) 


| 
| 
i 
‘: 
| 
| 
| 


| 

Air-navigation facilities, electronic and | 
visual i encengwapsueaetcs : --| $72,305,550 | +72, 395, 550 
Intermediate landing fields . ct 4 baci 1, 252, 800 +1, 252, 800 
‘Air-traffic-control towers and centers____- | 5 | 61, 676, 535 +61, 676, 535 
Aeronautical communications stations } | 10,613,580 | +10, 613, 580 
Housing, utilities, and miseeHaneous } 3, 561, 535 +3, 561, 535 


Gross requirements. ________- ltnttbies, | 149, 500,000 | -+149, 500,000 149, 500, 000 


Total estimate of appropriation, 1958 in ese kegavdpessaetscces ¢ . 149, 500, 000 
SSTABLISHMENT OF ATR NAVIGATION FACILITIES 
GENERAL JUSTIFICATION 


This is a program for establishing and improving elements of a national system 
of air-navigation aids, air-traffic-contro] facilities, and aeronautical communica- 
tions services required for the safety and reliability of all-weather flight opera- 
tions. There continues to be a significant increase in the volume and complexity 
of all forms of air transportation. This increase, plus the authorized strengthen- 
ing of military air services, is causing a demand for use of controlled airspace 
that is overtaxing our existing facilities. 

The gap between the needs of aviation and the ability of CAA to provide the 
required services need be closed as rapidly as possible. Early in fiscal year 1956, 
a 5-year program for improving the airways system was established. Recent 
developments in increased activity and the speedup in the jet aircraft production 
program coupled with our increased ability to accomplish a larger program 
resulted in a need and ability to expand this program and accomplish it in 3 
years (1957-59). 

The original airway implementation schedule (1957-61) was estimated to cost 
$246 million. The revised accelerated schedule approximates $452 million, This 
increase is caused by the addition of military tactical air navigation facilities 
to be installed in conjunction with VHF omniranges (VOR) and instrument- 
landing systems (ILS) as a common-system air-navigation aid involving an 
amount ef $132 million, and changes in the quantity of facilities and unit costs 
amounting to $74 millien. For future planning, program requirements have 
been projected for the fiscal years 1960 through 1962, the cost approximating 
$358 million. The program for the 6-year period 1957-62 is estimated to total 
$810 million, as follows: 

mount 
Fiscal year: (in millions) 
1957, (appropriated )../oi..-.-.- >t $75 
1957 additional funds needed to implement Vv ORT AC ‘routes the it must 
be operational hy July 1, 1959, for civil and military jet aircraft 
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The 1958 program inelides $39 million for the installation of the military tac- 
tical air navigation facilities to be installed in conjunction with VHF omniranges 
and instrument-landing facilities. The resulting integrated system will be known 
as-VORTAC. These facilities will be used to implement routes which are re- 
quired te be operational by July 1, 1959 (first phase), and July 1, 1960 (second 
phase) for high altitude, high-speed turbojet civil and military operations. 
Other major projects in the estimate are radar for use in traffic control, includ- 
ing long-range radar, airport-surveillance radar, air-traffic-control beacons, and 
airport surface detection equipment; VHF omniranges for multiple routes, 
new routes and increased signal coverage on existing reutes ; instrument-landing 
systems; runway approach lighting systems; and airport traffic control tower 
equipment. 

The total program includes the latest type of electronic devices, aids, and im- 
provements available within the present state of the art, These facilities still 
further increase our system’s capacity and enable the controller to handle en 
route and terminal traffic more expeditiously, thus further reducing costly de- 
lays during all weather conditions. The situation today warrants the installa- 
tion of reliable available equipment without waiting for the ultimate in re- 
finements. 





Summary of requirements rojects 
aT. — Sa Te 
Project |} Units | Amount Page 
- 
ltd We . aes bk ees aad 
A. ATR-NAVIGATION FACILITIES, ELECTRONIC AND VISUAL 
1. Establish VHF omnirange facilities: 
a) Establish VHF omniranges_- t 109 | $11, 699, 300 | 276 
(6) Establish terminal VHF omniranges -_- | 30 1, 419, 000 | 276 
(c) Provide VHF radio links... 6 112, 020 | 277 
(d) Provide VHF omnirange site testing equipment 15 | 384, 000 | 277 
(e) Provide VHF omni test signal facilities. 25 244, 250 | 277 
2. Relocate VHF omnirange facilities 7 315, 070 278 
3, Establish VORTAC facilities and add distance equipment to instru- 
ment Janding system facilities 39, 000, 000 278 
4. Establish instrument landing system facilities 3 5, 904, 035 | 279 
5. Relocate instrument landing system facilities 6 | 287, 240 | 280 
4. Improve instrament landing system facilities: | 
(a) Provide instrument landing system localizer portable field and 
course detectors SO 68, 000 280 
b) Provide automatic simultaneous shutdown of glide slope and } 
localizer facilities ee : 172 14, 600 280) 
(c) Modify sideband generators to improve stab ility_ £44 | 190 88, 390 281 
7. Establish low/medium frequency facilities: (a) Establish high- -pow ered | | 
nondireetional hor ning beacons L i 4 614, 940 281 
8. Relocate low/medium frequency facilities: 
(a). Relocate low-frequency radio range, Austin, Tex ! 31, 120 282 
(5) Relocate radio homing facility and fan marker, Anehorage | 1 47,020 | 282 


(c) Relocate and establish low/medium frequency facilities, New 
York area. 3 128, 000 282 
9, Establish approach lighting systems 


(a) Establish standard approach lighting systems 64 6, 754, 470 282 
(4) Establish sequenced flashing lights 32 992, 009 283 
(c) Establish runway end identification lights 95 130, 000 283 
10. Fli¢ht inspection aircraft 
(a) Airborne electronic equipment: 
(1) Provide additional spare equipments 3 he: 686, 290 | 2s4 
(2) Provide standard Omni bearing selectors Y $2 if, 380 284 
(3) Provide Convair airborne system cheeking equipment_} 7 21, 885 284 
(4) Trovide avionic schoo] electronic equipment Wy 42, 000 285 
(5) Install airborne data conversion and storage equip- | 
ment. (Convairs) | 5 1, 259, 000 285 
(6). Provide airborne beacon trans sponders ' on 80, 400 25 
(7) Provide inverters for DC-3 aircraft } 3H 27, 000 285 
(8) Provide airborne weather radar ’ | 209, 250 286 
b) Laboratory test equipment: (1) Establish avionie laboratory | 
for Convair aircraft, Oklahoma City i 1 159, 000 286) 
New aircraft: (1) Standardize additional DC-3 aireraft MV 1, 858, 000 26 
11, Emergency repairs_-.-.. 22, 480 285 
| otal, air navigation facilities, electronic and visual } 72, 395, 550 
BK. INTERMEDIATE LANDING FIELDS 
1. Improve landing fields | 1, 217, 900 288 
2. Remove obstructions, Anchorage Airport dict 54, 900 288 
tal, intermediate landing fields amie : : 1, 252, 800 
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Summary of requirements—Continued 











Project Units Amount 





Page 
No. 
































































| 
C. AIR-TRAFFIC-CONTROL TOWERS AND CENTERS 
ig I he meminenionins $1, 131, 750 : 
2. Relocate tower facilities: 
(a) Relocate towers and combined station tower services. -------.- 18 1, 096, 370 289 
(6) Relocate remote transmitter facilities-.............--.----.-.--- 1 31, 515 289 
3. Improve tower services: 
(a) Modernize San Juan tower (Isla Grande) - CaMcesae Wraean 1 94, 720 | 239 
(6) Provide receiver selector and mixing panels __ ere ge 83 143, 175 289 
(c) Provide standby multichannel VHF air-ground communica- 
I, coin andl ndl i dation enechehnuancer <nebe> ve hit 41 235, 950 290 
(4) Provide air-ground communications equipment. --.........-----.- 53 603, 150 290 
(e) Air-condition Anchorage and Fairbanks towers.-.-.......-.--.- 2 19, 560 200 
({) Improve air-conditioning and heating facilities, Washington 
I 6 ates docintidhk <btin ws omancth one 1 13, 300 201 
(g) Provide new tower desks __ 4 18, 700 291 
(h). Provide’ voice: recorders, 4-channel type, towers, combived 
station/towers and centers - : 507 3, 477, 600 291 
(i) Separate station/tower facilities __.........------ ee ee 2 123, 180 291 
4. Improve center services: 
(a) Provide standby air-ground communications equipment -.--- 20 139, 600 292 
(6) Provide intercenter service “B”’ teletypewriter circuit 1 557. 000 292 
(c) Install additional periphery circuits on VHF link, Barnegat_- 1 18, 245 292 
(d) Purchase property, center remote site, Douglaston, N. Y 1 16, 000 293 
(e) Establish service “‘B”’ terminals at Air Force bases .- 50 312, 000 293 
(f) Establish periphery air-ground communications high ‘site, 
Honolulu - 1 98, 000 203 
(g) Establish periphery air-ground communication facilities, Alaska 10 472, 200 204 
(h) Relocate Honolulu Center and OF ACS facilities to Koko Head 1 995, 000 294 
(i) Provide additional center periphery air-ground communications 
facilities (low altitude) s 363, 300 | 294 
(j) Combine center and radar approach control facilities, Anchorage 1 122, 060 | 294 
5. Establish radar facilities; 
(a) Establish long-range (air-route surveillancé) radaf facilities: . - -. 21 30, 662, 000 205 
(b) Establish airport surveillance radar facilities___. it 23 10, 997, 090-|' 295 
(c) Establish air-traffic-control beacon facilities_ pose 22 2, 240, 700 296 
(d) Establish airport surface detection equipment facilities..._-__- 10 2, 807, 710 | 296 
6. Relocate radar facilities: 
(a) Relocate airport-surveillance radar facilities, Chicago and 
A bie ddne Soteensqcnccssccenccousnsesihi epi auet 2 338, 940 | 296 
(6) Relocate precision-approach radar transmitter building, 
RR o.dk Mac cdndddedsincddaienssahdapnase~ a Ee 1 11, 385 206 
(c) Resite airport-surveillance radar antenna, Baltimore - dee 1 115, 800 | 297 
7. Improve radar services: | 
(a) Establish and enlarge radar control rooms..-..........-..------ 3 46, 450 | 297 
(b) Modernize airport-surveillance radar facilities ................-- 51 3, 825, 000 | 207 
(c) Air condition radar control room and radar tent..............-- 2 9, 175 298 
(d) Improve radar approach control facilities_..............- ke 20 | 540, 000 





208 





-atcthivomsad Janets | 61,676, 535 





Total, air-traffic-control towers and centers. --- -- y 




















D, AERONAUTICAL COMMUNICATIONS STATIONS 


1. Relocate communications facilities: 






















(a) Relocate communications stations __...............-..----.-...- 31 1, 061, 065 290 
(6) Relocate station equipment room, Fairbanks.................-- 1 17, 070 299 
(c) Relocate VHF/UHF air-ground receiver and transmitter equip- 
i 6, Act tk - ipo cniegynen coonanphions + <ebeeial 2 42, 900 | 299 
2. Improve communications facilities: | 
(a) Convert services ‘A,’ ‘‘C,’”’ and “‘O,” tow. p. m. operation. _|____ _- 5, 196, 000 | 300 
(6) Remote control of communications stations................... 21 541, 250 | 300 
(c) Install sequential control on service ‘‘ A,’’ Alaska-wide-- 1 69, 250 | 300 
(d) Replace 51-pair aerial lead cable with direct burial cable, Wake | 
i Jee Jeli ann bapnnpedhanatinanacadpannnhsnmiole sd 1 26, 075 | 301 
io) | Hees Carers GUNNING. . ..... nn ccinv nswemensiLeuisces.i. | 38 528, 000 | 301 
(f) Provide transcribed broadcast service __.......-.............-- 52 230, 880 | 301 
(g) Replace standby power and substation, Sayville, N. Y., over- | | 
seas foreign aeronautical communications ‘control transmitter } 
Pi a kL bicrcbihaccddeiitinsbhnn nah ssdeddhgh MwELE 1 | 399, 665 | 302 
(h) Install additional multichannel air-ground transmitters ..-.-| 103 | 428, 000 | 302 
(i) Provide teletypewriter equipment for Weather Bureau stations. | 12 | 152, 400 | 302 
(j) Replace VHF radio link, San Juan-St. Thomas-St. Croix _ - 1} 96, 650 | 303 
(k) Establish intercenter, radiotelephone service 12) 389, 300 | 303 
(2) Convert from radiotelegraph to radioteletypewriter ope rations, | | 
overseas foreign aeronautical communications control station. | 23 823, 000 | 303 
(m) Provide pushbutton relay operations, overseas foreign aeronau- | | 
tical communications control station. __. 22 | 401, 500 | 304 
(n) Provide selective calling systems, overseas foreign aeronautical | 
communications.contro] station. -- : 4 22, 300 304 


Footnotes at end of table, p. 317. 
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Summary of requirements—Continued 


Project Units Amount Page 
No 





| 


D. AERONAUTICAL COMMUNICATIONS STATIONS—Continued 


2. Improve communications facilities—Continued 

















(a) Convert radio teletypewriter circuit to diplex._- 14 $67, 225 304 
(p) Provide multihead transmitter distributors for message distri- 
bution and service “C”’ relay stations_---.-.--- 29 | 121, 050 305 
Total, aeronautical communications stations. ---.......-.--|-.-.--- 10, 61 3, 580 
E. HOUSING, UTILITIES AND MISCELLANEOUS Bee a 
1. Employee living quarters: 
(a) Construct living quarters, Alaska__._._............-._..---.-- 24 515, 000 306 
(6) Construct living quarters, Wake Island-_------...--.-.....---- 26 560, 000 306 
(c) Repair living quarters, Balboa_-.- ae 60, 000 307 
(d) Provide ‘space for’fire and crash truck K equipment, | Cold d Bay, 
Wake, and Canton. -.-_--- 23 | 110, 600 307 
2. Utilities: 
(a) Increase capacity of power and water pankis, 0 ae SR i 848, 000 308 
(6) Provide heavy equipment shelter, Wake -- we = fe nrg 1 36, 000 308 
(c) Replace utiliduct, Northway, Alaska ._.- ph. eeed dé 1 150, 000 308 
(d) Construct garages and storage buildings, Alaska 12 261, 000 308 
(e) Install demineralizer water-treatment plants, Kotzebue and 
Moses Point, Alaska... .- + hd nabeel és sd atehaetlhn dette 2 51, 000 309 
3. Miscellaneous items: | | 
(a) Relocate Bethel facilities across Kuskokwim River -------.----- 1 | 721, 000 309 
(6) Provide standby power, various type facilities des Sede che 248) 935 | 309 
Total, housing, utilities and miscellaneous. -.-.-.-.-.-...-...--- rH 3, 561, 535. 
Grand total, establishment of air-navigation facilfties.”.._._- palit | 149, 500, 000 | Buliig 
! Circuits. 
2 Locations, 


FUND INCREASES REQUESTED 


Mr. Preston. In addition to this increase, we have an amended 
request, for $25.5 million in connection with the VORTAC program? 

Mr. Basnicur, Yes, sir. 

Mr. Preston. Which will run this increase to $100 million even ? 

Mr. Basnienr. Yes, sir. 

Mr. Preston. I would like to have you discuss the new facilities 
set forth on pages 269 through 275 of the justifications. 


CLASSIFICATION OF INCREASES 


Mr. Tirrets. Mr. Chairman, this follows Mr, Pyle’s statement this 
morning about a continuation of the plan that was submitted to the 
committee last year, modified and supplemented in 1957, and now 
projected for 1958 through the years to 1962. 

The appropriation request before you is the 1958 increment of this 
plan. 

Directly to your question, sir, the facilities on the pages referred 
to break dow n into five categories : 

There is $97,895,550 for air navigation facilties, electronic and 
visual aids, including $64.5 million for the implementation of phase 
land phase 2 of the VORTAC program. 

The second category is $1,252,800 for the repair and renovation of 
intermediate fields in’ Alaska. 

The third major item is $61,676,535 for improvements and establish- 
ment, including radar for air traffic control towers and centers. 
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The fourth major item is $10,613,580 for improvements and equip- 
ment for air traffic control communications. 

The fifth category of items in the amount of $3,561,535 is for 
housing, utilities, and miscellaneous items, the housing being for loca 
tions in Alaska and the Pacifie. 

Mr. Chairman, we are prepared to talk about these items in whatever 
detail the committee would like. 


VORTAC 


Mr. Preston. Mr. Tippets, on page 269 of the justifications appears 
an item of $39 million to establish VORTAC facilities and add dis- 
tance equipment to ILS facilities. 

Mr. Trprers, Yes, sir: this item, with the amendment to which 
you referred, is for phases 1 and 2 of the VORTAC program now 
known as the common navigation aid for military and civil flying. 

This is the result of the. very intense technical and operational 
studies that the CAA undertook with other interested bodies, par- 
ticularly the military, in trying to bring to pass a common system of 
navigation tracks in the U nited States for use of military and civil 
flying. 

The consequence of this very intensive study last year has resulted 
in our having full agreement by civil users, military users and our- 
selves, as the air traffic control and air navigation agency, to bring 
together physically the VOR, the azimuth for the use of civil car- 
riers, and other civil users, and the Tacan, both azimuth and distance, 
the azimuth being used by military and the distance element com- 
monly used by both civil and militar y. 

We have been able to configure this in one house and it is to be 
known as the VORTAC. 

The sketch that I have before you represents operationally how 
this system will be used. You will note the lines show the military 
fleet using the Tacan azimuth and the Tacan distance, and the civil 
users using the VOR azimuth and the Tacan distance. 

This, sir, | pointing to chart] only serves to demonstrate a little 
more graphically why this concept became necessary. There was 
2 severe conflict, as you know, between the use of frequencies by the 
Tacan and the function of the equipment formerly known as civil 
distance measuring equipment, and it was necessary to resolve this on 
the basis that I have indicated. 

However, this chart also shows the proportionate use of the two 
systems, showing that this is, in fact, a common system with great 
numbers of civil aircraft depending fully on the VOR azimuth, and 
they will be dependent on Tacan for distance. The chart indicates 
the military dependence upon Tacan azimuth and distance. 

So, we have, in fact, come together with a true common facility and 
I might say in order to have the record real clear that not only physic- 
ally have we done this with the electronic equipment, but this ‘pro- 
gram has brought together on a common use basis the tracks which 


would otherwise, for } reasons of tactical use purposes, have required 
a duplicate system in the United States had we not taken this action. 

The $64.5 million referred to is for the initial VORTAC program 
which, specifically, will require us by July 1, 1960, to commission 367 
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common system VORTAC’s in 2 increments, the first increment 
wil be 280 of these to be commissioned on July 1, 1959. 

Mr, Preston. Mr. Tippets, last year in the hearings this subject 
was discussed rather extensively. It has also been discussed a great 
deal this time before you came into the hearing room. 

So, we will not pursue this as closely as we might have otherwise. 

Mr. Tierets. Yes, sir. 

Mr. Preston. However, there are several questions we would like 
to inquire about. 

Mr. Trerets. Yes, sir. 

Mr, Preston. The request before us of $64.5 million represents 
phases 1 and 2 of the program 

Mr. Tiprers. That is correct, sir. 

Mr. Presron. There are four phases to the program totaling, 
roughly, $132 million ? 

Mr. Trervets. No, sir. The $132 million represents the increase in 
the telescoped 5-year plan to a 3-year period. 

Mr. Preston. What would it be? 

Mr. Tirrets. The total program, sir, for the short-range naviga- 
tion aids, sir, through 1965, will amount to—— 

Mr. Preston. Are we talking about VORTAC ? 

Mr. Tierets. Yes, sir; short-range navigation aids for the United 
States. The total cost for the VOR-TACAN or the route basis, plus 
distance information required for instrument landing system meet- 
ing our 1965 requirements, will cost $314 million. 

Mr. Pytxr. I wonder if it would not be of assistance to you, Mr. 
Chairman, if you tie it back into this plan? 

Mr. Preston. Yes, sir. 

Mr. Tierets. On page 56, sir, of the Federal airways plan which was 
presented to the committee this morning, you will find under the third 
category of items the VORTAC system formerly VOR DME with the 
increment of implementation beginning in 1957 through 1962, show- 
ing the amount of $255,486,000. 

Tn the next category of items you find an item called “instrument 
landing system (ILS-TAC) showing the cost for additional instru- 
ment landing systems, plus our distance information, in the amount 
of $58,526,000. The total of these two items comes to $314 million by 
the year 1965. 

I might say, sir, that the large item—the first item referred to, the 
“VORTAC”—is for the en route navigation, and the smaller item 
is for terminal use, including instrument landing systems. 


COST OF DUAL AZIMUTH CAPABILITY 


Mr. Preston. Mr. Tippets, bearing in mind that the azimuth fea- 
ture of this new navigation aid is going to be dual, what costs can 
be attributed to the fact that instead of one azimuth system we will 
be using two? 

Mr. Trerers. Well, sir, to keep this in proper context you have 
to bear in mind that two would have been used in any event at a 
greater cost than bringing two together under one concept, because 
of the tactical requirement for Tacan azimuth in the common system. 
In round numbers, the added cost will be around $171 million to 
implement this system. 
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This, however, if it had been configured separately in separate 
buildings, separate sites, separate power requirements and all the 
appurtenances, would be in excess of this figure. 

The military plan for tactical purposes in the United States, con- 
stituted in the en route area not quite, but almost a complete dupli- 
cation of our network and we have brought this together in a common 
network in a common facility building for common use. 

Mr. Preston. Is it possible to avoid this duplication of azimuth 
ranges ? 

Mr. Trerets. Not at the present time; no, sir. 

Mr. Preston. Is it for technical reasons, or other reasons that vou 
cannot do that ? 

Mr. Pytx. Mr. Chairman, I do not want to go back into the thing 
that we discussed so much yesterday—- 

Mr. Preston. I am trying to avoid too much of that. 

Mr. Pytr. The point is that from a technical standpoint it is 
impossible to make VOR meet the requirements for the military. 
Therefore, we must provide an azimuth system in the thousand 
megacycle band, which is the Tacan. 

Mr. Tippets. you might indicate that better to the members of the 
committee by showing that chart. 

Mr. Preston. I think we have a good picture of the chart. 

Mr. Pyrex. Now, the VOR could not be discontinued because of the 
extensive use now being made of VOR. So, what we have to do is 
work out a device or a compromise under which we can take the two 
azimuth systems and superimpose them on one common station. 

Mr. Preston. Actually, however, many aircraft had installed VOR 
equipment, had they not ! , 

Mr. Pye. It is somewhere in the neighborhood of 40,000 aircraft 
thathave VOR. Thisis our problem. 

Mr. Preston. We are talking about VOR only. 

Mr. Pytzx. Only VOR and no DME. There are about an estimated 
40,000 aircraft that are equipped with VOR. We must continue, 
therefore, to give them service 

Mr. Tirrers. I think there is one facet of this, too, in addition to 
the great volume of equipped aircraft. VOR is the worldwide civil 
system, and has a long-term useful life for the civil users. By the 
same token, the military for tactical reasons, not necessarily embrac- 
ing the same specific areas worldwide, but on shipboard and in other 
possible areas of concern to the United States, would have to rely on 
Tacan worldwide. So this seemed to be the only solution to the prob- 
lem, to bring together the two systems, sir. 


ACCURACY OF VOR 


Mr. Preston. Mr. Tippets, why cannot VOR be made as accurate as 
Tacan ? 

Mr. Tirerets. The Air Navigation Development Board, sir, under 
the instructions from the ACC, hired three outstanding consultants— 

Mr. Preston. That is right. We covered that, and we have their 
names before us in the record, and that was done prior to the time you 
came into the hearing room. 

Mr. Trirerets. It was the conclusion of this group—and they em- 
ployed technicians to analyze and evaluate this problem—they con- 
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cluded two things: One, that Tacan would have greater mobility both 
for shipboard and for tactical ground siting purposes and that in terms 
of accuracy for strictly military purposes—that is, for use in inter- 
cepts and return to base—the Tacan offered a greater degree of accu- 
racy than would be readily achieved with VOR and the VOR-type 
antenna. 

This was documented as the result of several months of study. 

Mr. Preston. You used the word “readily.” Did you do that inten- 
tionally ? 

Mr. Essien: No, sir; I did not. 

Mr. Preston. Did they conclude that it could not be made as 
accurate as Tacan? 

Mr. Trrrers. I do not remember their exact language, sir, but it 
either said that directly or inferred it. 

Mr. Pytr. I think the wording, Mr. Chairman, is contained in the 
report. We have brought up a copy of the VORTAC report which 
is classified, and we ask that it be considered on a classified basis. 
However, in essence, this report states that Tacan potentially has 
the ability to meet this accuracy requirement, and VOR does not. The 
reason they used the word “potentially” was that the stage of develop- 
ment of Tacan at the time they were studying it reflected that there 
were certain problems still existing with the equipment which have 
now been corrected. 


ABANDONMENT OF FACILITIES 


Mr. Preston. How many installations are you planning to abandon 
during fiscal 1958¢ I now have reference to navigational installations 
of various types. 

Mr. Tippets. ‘To abandon, sir? 

Mr. Preston. Yes, sir. 

Mr. Tirrets. None, sir. There are beacon lights that are being 
discontinued, and some miscellaneous, obsolete things of that sort. 
Perhaps, if you would refer me to a page or an item I could be more 
specific. 

Mr. Preston. Heretofore we have learned that you moved many 
installations. , 

Mr. Trepers. Yes, sir. 

Mr. Preston. I do not mean to confine you strictly to omniranges, 
but “other devices.” 

Mr. Tirrets. Well, sir, there are some relocations of some omni- 
ranges in here for operational reasons as well as for technical reasons. 
There would be some discontinuance of the lighted beacons which are 
no longer considered essential. 

Mr. Preston. I believe that number was 428. 

Mr, Tierers. Four hundred and twenty-eight specifically. There 
will be some remoting of communications devices to give the same 
air-ground services that are now being provided from different loca- 
tions but these are only a very few. 

There will be a few relocations of instrument landing systems 
because of changes of airport construction and some tower relocations 
because of new buildings being constructed, and adequate quarters 
being made available to us and in some instances the older quarters 
are being razed and are no longer available to us. 
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Mr. Preston. Now, Mr. Tippets, some of this is confusing to’ the 


layman. 
Mr. Trprzts. I hope I can straighten this out. 








NEED FOR INSTALLING VOR 





Mr. Presron. What similarity of service would there be in an omni- 
range facility and a VORTAC facility ? 

Mr. Trerets. To the pilot, sir, in the cockpit, he gets the identical 
information. He gets an azimuth showing the direction he is from a 
particular point on the ground, which is the location of the VOR or 
the TACAN. 

Mr. Basnicutr. Except in the VORTAC facility you get TACAN 
distance as well. 

Mr. Preston. We are just talking about azimuth now. 

By 1965 how many VORTAC’s do you plan to install? 

Mr. Trepers._ This is a figure that will have to be adjusted as time 
goes on, but we estimate between 1,200 and 1,230 in the United States. 

Mr. Preston. Why would you be installing an additional 109 om- 
niranges at this time? 

Mr. Trerer. This program came on in such a way that we have to 
take care of priority items. The first increment of this plan provided 
for 367 VORTAC’s. In the meantime, certain other operating route 
structures for VOR must be implemented now. We are installing the 
VOR, with adequate building structures and counterpoises so they can 
be fitted with TACAN’s in future years. This is necessary because 
production by the manufacturers, our own ability to decommission, 
temporarily, existing VOR’s to configure them with the combined 
facilities, makes it impossible to move faster than these 367 
VORTAC’s, by 1960. 

These will have to be retro-fitted in years to come. There will be 
just the cost of bringing the TACAN and equipment in and installing 
it. Everything else will be ready for it. 




























COMPARATIVE COSTS OF EQUIPMENT 


Mr. Preston. This bothers me a little bit. What does it cost, 
roughly, to establish one VHF omnirange facility? Is that $100,000? 

Mr. Basnicut. Just about $100,000. 

Mr. Preston. About $100,000. In your long-range program these 
will be eliminated and supplanted by VORTAC? 

Mr. Trippers. No, sir. Added to it will be the TACAN to make it a 
VORTAC. Ihave brought some pictures to show you what we have 
done. We have been able to bring into this building and this cone 
both facilities, We must go ahead with additional VOR’s to allow the 
expansion of the structure for civil use at a pace which will be equal to, 
and as a matter of fact a little faster than we can get the TACAN con- 
figurations. 

This is the reason you see 109 VOR’s outside of the TACAN pro- 
gram, but it does not mean they will not be configured with TACAN. 
They will be retro-fitted later. 

In the years to come, we will add to these and retro-fit the old VOR’s 
with the new common system device known as VORTAC. 
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Mr. Preston. Has that been included in your figuring here under 
the request of $39 million ? he 

Mr. Tirrets. That is correct, sir. The $64.5 million, not $39 mil- 
lion, sir; the amendment changes that to $64.5 million. This includes 
the cost for configuring, as I have said, 367 VORTAC’s. This is 
combined, VOR’s and TACAN’s. Over and above that, we are asking 
for additional VOR’s to continue the going program, and these will 
be equipped so that the TACAN equipment in later years can_be 
brought in and established into place without discontinuing the VOR. 
We will not do away with any VOR. 

Mr. Preston. How many VORTAC’s will $64.5 million buy? 

Mr. Trerets. 367, sir. 

Mr. Preston. How much is that per unit? a 

Mr. Trerets. Some of these are going in, by enlarging existing 
buildings and adding TACAN to it. Others require building a whole 
new site. ‘This varies, depending on the new configuration. Roughly, 
a VORTAC complete costs around $200,000. 

Mr. Preston. One unit? 

Mr. Trerets. A unit in a whole system, VOR, and TACAN, distance 
and azimuth with standbys. The building, standby engine, generator, 
powerplants, and the equipment that goes with it. 

Mr. Preston. What is the figure of $70,000 you used when I talked 
with you earlier this year. You were expressing the belief that you 
might be able to get a competitive bid on these things and get it 
reduced down to possibly in the neighborhood of $55,000 a unit. 

Mr. Trprets. That was only for 2 beacons and 1 antenna. This is 
the electronic part of this estimate. 

Mr. Preston. What is? 

Mr. Tierets. The $70,000 to which you referred. As a matter of 
fact, the $70,000 has been brought now down to more like $55,000. 
This includes two beacons and antenna, not buildings, generators, 
sites, and the other appurtenances that go with it. I hope I am 
keeping this clear. It is complicated enough at best. I am trying to 
hap sir, exactly what each of the items do. 

Mr. Preston. You said ultimately your aim was to have 1,200 
VORTAC’s? 

Mr. Tirerets. Yes, sir. 

Mr. Preston. How much did you say, $200,000 each ? 

Mr. Tirrers. It will average around $200,000, because some are 
refurbishing existing VOR’s and some are new VOR’s. 

Mr. Preston. That will make a different figure from the one you 
gave me earlier, will it not ? 

Mr. Basnicut. I might help him there a little bit, Mr. Chairman: 
1,280 VORTAC’s at about $200,000 a unit will aggregate about $255 
million for that item. Incident to it, there are 289 Tacan units to 
be added to ILS facilities to make the system complete. It will add 
up to about $58 million. These two figures together make $314 million, 
which is the figure Mr. Tippets was quoting, as the complete cost of 
the VORTAC nationwide operational system. 

Mr. Preston. How much of this $64.5 million do you believe you 
will obligate in fiscal year 1958 ? s 

Mr. Trerers. We will obligate all of it that is for electronic and 
Dlant-type hardware, and I think, sir, this will run about $40 million. 

faybe a little under that. We will obligate all that is in the procure- 
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ment area. The only amounts that will not be obligated are those 
funds that will have to carry over for locations that are not actually 
available to install until beyond that fiscal year. We will obligate 
all the funds that are for procurement. 

Mr. Preston. Mr. Tippets, do you believe this is a firm figure, this 
$64.5 million ? 

Mr. Trepers. Yes, sir; this is a very firm figure. You must recog- 
nize, sir, that the contracts for some of this equipment have not been 
let. The military is still negotiating and issuing proposals for equip- 
ment for their use which we will buy and the actual firm prices are not 
really known yet. This price is specifically what was given us as a 
result of the cross-section of contact with those who are competent 
to manufacture the equipment. 


ANNUAL OPERATING COSTS 


Mr. Preston. What additional cost do we add to the operation of 
the Federal airways by having two sets of equipment for azimuth in- 
formation? Have you arrived at that figure? 

Mr. Tierets. Yes, sir. This is a hard one to describe. Let me put 
it this way: If we were to have gone ahead completely with 
VOR/DME, the cost for annual operation would have been $16,900,- 
000. This includes the 1,230 VOR/DME and the 289 ILS/DME. 

The combined systems (VORTAC) will cost approximately $44,- 
200,000 annually, when all in and completed in 1965. 

Mr. Basnieut. The added cost would amount to $27,300,000 as the 
annual operating requirement. 

Mr. Preston. By virtue of having two azimuth—— 

Mr. Basnieut. Two azimuth and one distance. 

Mr. Treevers. If I might, to keep this in proper context, while this 
aggregate of cost is a little more than double what VOR/DME would 
have cost 

Mr. Preston. It is increased about three times. 

Mr. Trrerets. That is right, sir. If you take this into the concept 
of the tactical and nontactical use, this figure would have been more 
if you had separate TACAN and VOR/DME systems. That is not 
technically possible. They cannot live together because of the fre- 
quency problem. Operationally, we could not stand to have the two 
systems, because we would have complicated air space by a great meas- 
ure more than it is today. 





NEED FOR DUAL AZIMUTH 


Mr. Preston. We accept that statement and do not question it. 

Is there any alternative, Mr. Tippets, to installing this dual system 
for azimuth information ? 

Mr. Trvrers. Not at this time; no, sir. 


LIFE OF VOR 


Mr. Preston. How soon would there by anv alternative? 

Mr. Tierers. I would think it would be 10 or more years, if then, 
because you have to bear in mind that there is a great complex of 
users, United States-wide and worldwide, but principally in the 
United States, that are configured to use VOR, and they will expect 
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a useful life from it, and I think that there is not yet sufficient evi- 
dence to even suggest that the azimuth of VOR be done away with in 
favor of TACAN azimuth until some period yet to be determined. 

Mr. Preston. With 45,000 aircraft having VOR equipment, how 
much would that be investmentwise? How much is the VOR unit on 
the average ? 

Mr. Tiprets. VOR ina big aircraft like an air carrier, with standby, 
runs about $10,000 for a complete installation. In the smaller air- 
craft, the ranges are from $400 on up; if they have only one receiver 
and a less precise device, they use it for VFR flyi ing. 

The 40,000, T think, ‘mentioned principally is “other than air car- 
rier, Over and above this 10,000, there are some 1,500 air carriers 
with a minimum of the $10,000 installations in each plane. 

Mr. Preston. 1,500? 

Mr. Trerets. Yes, sir; aircraft. 

Mr. Presron. It makes you wonder whether it would not pay 
us to reimburse them for the VOR equipment in the airplane and 
install TACAN, 

Mr. Trprrers. I do not think technically we are prepared to even 
try to subscribe to that yet, sir, on the basis of what we know and 
what has been said. 

Mr. Prue. There is one statement I would like to correct—not to 
interrupt your train of thought—but I think the figure of 10 years 
that Mr. Tippets used is much too conservative. I think it probably 
would bea minimum of 15 years. There is no idea, even on the horizon, 
that looks like it has any possibility of replacing these systems, other 
than the common system VORTAC, which we now feel is the answer. 

Mr. Preston. That figure he used was related to VOR; was it not? 

Mr. Tiprets. Yes, sir. I would agree with Mr. Pyle. I would 
say that VOR would be a proper, competent usable system for 15 
or more years. 

Mr. Pyze. The point being, Mr. Chairman, that it takes a known 
period of development, up to 5 years; it then takes a minimum of 
5 to 10 years to implement it thor oughly, so that this figure of 15 years, 
I think, is the minimum that this system has of useful life. 

Mr. Tirerets. I concur with the Administrator. 

Mr. Preston. I do not know who to blame, but somewhere along the 
line years ago there was real negligence on somebody’s part in not 
coordinating with the military on this civilian technique. 

Mr. Roruscuimp. Mr. Chairman, it is just that sort of thing which 
it is hoped will be overcome as a result of the Curtis report, when that 
becomes available. That is not too far away now, sir. 

Mr. Preston. It certainly should never be permitted to happen 
again inthe future. 

Mr. Pye. I subscribe heartily, but I will say this, and I was with 
the military at the time that a lot of this was going on: The fault is 
not all of the civil. There is plenty of sem on the military side— 
classification, security, and other things, so that there was not a meet- 
ing of the minds on both sides, and this we must avoid from now on. 

Mr. Preston. We will be picking up a check for this for a long time. 
The taxpayers will be picking it up. 

There are many, many items in this list that would deserve talking 
about, but they are technical in nature, and I do not think it would 
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help the record to burden it with lengthy discussions of the technical 
aspects. _ 
I would like to ask you this. 


LANDING LIGHTS 


Are we making good progress in our development of landing lights? 

Mr. Prue. Yes, sir. 

Mr. Tirrets. On page 270, sir, there is $7 million for different light- 
ing fixtures, o71 page 270, item 9. 

Mr. Pyte. Approach lights, et cetera. 

Mr. Chairman, I would like to speak to this point because this is one 
I feel particularly strong about. This problem of lighting in the 
approach zone, and on the airport itself, is the key to really all-weather 
flying, and we must follow this up, and this is the project which we are 
actively engaged in right now at Andrews Air Force Base, testing all 
kinds of configur ations. If any members of the committee would like 
to come out, I would be delighted to take them out and fly some night 
with them to show them what we are doing. It is fascinating. Ifthe 
weather gets really bad, it shows you just how good it is. 

Mr. Trerers. On your general statement a ‘moment ago, Mr. Chair- 
man, I would like to say this for whatever it is worth, sir, much of 
this program is back-fitting long overdue requirements. While it does 
take care of some of the current requirements and a projection into 
our longer range thinking, we have worked very hard on keeping 
this program to what we consider we can physically do, what we 
operationally think should be done, and much of it is on a retrofit basis 
to overcome things that are already on us. 

Mr. Pye. In support of that, Mr. Chairman, actually we have 
never had, until this last year, when we battled this thing out, we had 
never even gotten a standard agreement on approach lighting, which 
is unfortunately a ridiculous situation, but nevertheless it is a fact. 

Now we have at least got everybody to buy the same system. 

Mr. Trepets. I think of equal significance is our very close co- 
operation now in the military in the use of defense radars and their 
use of ours and the SAGE project, and other cooperative projects. 
I think we are in closer, full agreement of not only what is needed, 
but how to do it, than we have ever been. 

Mr. Preston. It is one of the most important programs you have, 
in my judgment. 

Mr. Prix. Yes, sir. I agree. 


RELOCATION OF TOWERS 


Mr. Preston. You ask to relocate 18 towers. What is the reason for 
relocating that many towers? 

Mr. Tierets. These are mostly where new buildings have been 
provided us, that because of inadequate administration buildings and 
inadequate towers, and we are locating now to facilities where we will 
have a little room in them. 

As you know, and Mr. Thomas can speak eloquently on this, many 
of our smaller type towers are not prepared for the larger operation 
we now have and cities have come forward under the FAAP program 
and improved their facilities. 
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Mr. Preston. Give us a list of those locations. 

I would like a list of the 12 new towers also. Will you show the 
cost, as well? 

Mr. Basnieur. Yes, sir. 

(The information requested follows :) 


AtRPoRT TRAFFIC CONTROL TOWERS To BE ESTABLISHED (12), F1iscaL YEAR 1958 


Cedar Rapids, Iowa__--.--~- $88, 865 Huntington, W. Va___------- $123, 265 
Champaign, Ill___._-..-_--_- 116, 600 acai gay ene nent enenen - - 
: ve fe | af | . 
Concord, Oaltt eer ee are pte Santa Barbara, Calif________ 88, 865 
Fulerton, Calif eee eee pee 88, 865 St. Petersburg (Pinellas Coun- 
Hayward, Calif-......_.~--- SRO | Wy Wii ia 88, 865 
CPCOR. FAG Ws cape chenies 92,100 West Chicago-Du Page__-_-_ 88, 865 


TOWERS AND COMBINED STATION/TOWERS To BE RELOCATED, F1IscAL YEAR 1958 


Towers (14) 


Akron-Canton, Ohio__..._--_- $42,990 New Orleans, La_____-_-~- _.... $14, 900 
Bakersfield, Calif....cc.____ 38,455 New York (La Guardia), N. Y. 68, 980 
EES ES, a ee enone 52,420 Raleigh-Durham, N. C__------ 35, 580 
Chicago, Ill. (midway) ------- 407, Ce eG PRin eel 42, 990 
PRN EN ass acs ioc eins eases nasariie 42. 990 Tallahassee, Fla__......._-__ 36, 400 
Momteomery, Ala............... Re illest 39, 110 
SOOPER: FINO hs oe oe wi enceeiad 62,485 Youngstown, Ohio_..__------ 42, 990 


Combined station/towers (4) 


Battle Creek, Mich_..___-____. $30,165 Daytona Beach, Fla__.------- $37, 655 
Corpus Christi, Tet. 222-2 a, Ge ae es ~ Bide tciptimneaiets 28, 195 


RADAR FACILITIES 


Mr. Preston. There is one other item in here that I think deserves a 
little attention. It brings us right back to that question of 

Mr. Horan. What page is that? 

Mr. Presron. Page 272, under “Establishment of air navigation 
facilities.” You have a request here for about $45 million or $46 
million for radars. 

That is a big request, and it comes right back to the question of 
whether or not we are running into some duplication between the 

SAGE system and our own civilian system, I would like to have you 
gentlemen comment on that again, with specific reference to this re- 
quest for $46 million for radar. 

Mr. Trerets. Yes, sir. If I might first, again, assert that we do 
have a group of engineers and operations specialists who are looking 
at every site that is in the 1958 program, and if military radar can be 
used, we will use it. This was taken into account before these esti- 
mates were submitted, and we do contemplate the use and the funds 
in here are so arranged that some 4 or 5, maybe even as high as 8, 
military radars, could be used in 1958. 

Mr. Chairman, we have to bear in mind that, on 2 map, and look- 
ing at an umbrella of radar coverage over the United States, it would 
appear that there would be a lot of duplication, but this is not neces- 

sarily so for several reasons: The military do have tactical require- 
ments, and the location of some of their radars do not give satis- 
factory coverage at the altitudes we must have for instrument flight, 
and in some cases, particularly on the coastal areas there are technical 
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adjustments that they cannot compromise to make the facility useful 
for traffic control. 

To keep things unclassified, for example, we must have good, close- 
in coverage on a long-range radar, right into its very hub, or into the 
hub of the coverage by whatever device we can use, inc luding such 
things as moving target indicator circuitry and circular polariza- 
tion. In some areas of the country, the military cannot countenance 
this, because this is an area where they must reach out further, and 
the introduction of these kinds of circuits restricts the coverage they 
can have. 

In some cases military radar antenna are tilted, to do certain inter- 
ceptor work in anticipated hostile activities, is one thing. The same 
antenna tilt will not satisfy the air traffic control requirements. So 
we are looking at each of these sites. We are trying to compromise 
wherever it is possible. 

The Air Defense Command is being very, very cooperative. They 
have already agreed to redesign some equipment. They have agreed 
to compromise some things that a year ago they felt they could not 
compromise. I think our assurance to the committee is that we will 
avoid duplication if it can be avoided. 


RANGE OF RADAR 


Mr. Preston. What is the range of one of these long-range air route 
surveillance radars ? 

Mr. Tirrets. It depends on the size of the target, sir. 

Mr. Preston. Let us take a DC—6. 

Mr. Tiprers. We are expecting to get an aircraft of that size—let 
us assume a B-52 or B-47, or something—we will get 50,000 or 60,000 
feet of coverage. 

Mr. Preston. Translate that into miles. 

Mr. Trepets. I am talking about altitude now—50,000 or 60,000 feet 
of altitude and 150 to 180 miles reaching-out coverage. 

Mr. Horan. Mr. Chairman, I would like to understand this. I won- 
der if he could refer to the chart and the one in our book as well. 

Mr. Presron. All right. I am perfectly agreeable to that. 

Mr. Horan. I just want to understand this. 

Mr. Trprets. Your question, Mr. Horan, refers to this chart. 


HISTORY OF RADAR PROGRAM 


Mr. Horan. You were talking about where you have this great con 
centration. It is not there. If you are planning on quite a great 
concentration of long-range radar, I wonder why the overlapping. 

Mr. Trrrets. If I can talk in coverage, if you have any operational 
details, Mr. Thomas can explain this “much better, but in terms of 
coverage, sir, we started off with an airport surveillance radar which 
gives the air-traffic controls an approach-control facility effective 
within 25 miles of the particular airport, and about 12,000 feet of 
coverage. 

As the state of the art progressed, and as air-traflic controllers have 
been able to make better advantage of radar, the need for reaching 
out further has become apparent. The state of electronic art has 
produced a radar for traffic control, which will reach out to these fur- 
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ther distances, as I indicated, 50,000 or 60,000 feet and 150 to 200 
miles, depending on the size of the target. 

We go in through these three phases. First was the air-approach 
control using airport surveillance radar. ‘That is the small dots 
| pointing |. “The next was to expand these terminal areas to those 
wider ranges of coverage, so that you could begin to bring airplanes 
down and operate them more closely together, safely, as they approach 
the terminal area. This was the objective of the 1957 program, and 
for much of the 1958 program. 

As you expand this, radar coverages overlap and it gives you the 
third phase for en route control by radar. 

Mr. Horan. It shows up on the radar scope farther away. 

Mr. Tierrrs. That is right. The procedures can be executed from 

radar pictures right in front of the controller. 

As time goes on, we will get away from this expanded terminal 
and it will close these gaps [pointing to chart] so we can have en 
route instrument flight by radar. 

Mr. Horan. You can bring them into the radarscope during the 
entire route? 

Mr. Tiprrrs. Yes, sir. 

Mr. iors. That is important, because of the fact of the increased 
speed of the plane. 

Mr. Trerers. Yes, sir. That is very important. 

Mr. ‘Trprets. The plane is going up and down through these ter- 
minal areas. 

{r. Horan. I thought they would be the conventional type. 


COORDINATION WITH AIR DEFENSE RADAR 


Mr. Pye. If I could, I would like to comment on your question, 
namely, this problem of duplication. I think it is a fair statement 
to make and I do not think either the military or our own agency 
could say that we had not aggressively attacked this problem of dupli- 
cation, and the marriage of the two systems that Mr. Flood referred 
to this morning until a year or two ago. At that time Mr. Lowen, 
before his death, and 1 agreed this is the only way we would do it, 
and the way we find out this is the way it will work, and forget about 
the ways it will not work. 

This is the spirit that both the Defense Command and CAA have 
in attacking this problem. 1 can give you every assurance that we 
are going to use to the best advantage of the country the information 
obtained, whether it comes from a military radar or CAA radar. 


CURRENT STATUS OF RADAR PROGRAM 


Mr. Preston. How many of the radars that you had for fiscal year 
1957 have been installed ¢ 

Mr. Tirrets. In the establishment of the program the contract was 
let for 25 of these radars with the Raytheon Co. in December, and 
they will start delivering in June. In the meantime, we have 
shared use of radar at the 6 or 7 locations that I mentioned this 
morning. 

Mr. Preston. This system has not been fully tested out, has it ? 
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Mr. Trprets. Yes, sir. We are only going ahead as fast as the 
state of the art will permit. That is the reason I built this up in three 
phases. The first phase is in the terminal radars that we have been 
using since 1947. We took over from the military three surplus 
military-type radars, the only type available. We worked with them 
a good while. We have come in to you and you have given us author- 
ity for some 47 of our own radars of the air port-surveillance type. 
We have had a lot of experience with radar. 

Mr. Preston. You are talking about the terminal radar? 

Mr. Tirrers. We are using long-range radar in New York and 
Norfolk as well as at Chicago. In Washington we have been using 
long-range radar since 1948; we have had a “lot of experience. This 
is not an exploratory program. 

Mr. Preston. We are talking about different things from airport 
radar. We are talking about air route surveilance; are we not? 

Mr. Trprrers. Yes; extended terminals, as far out as you can extend 
it. 

Mr. Preston. How far do you plan to go with this surveillance en 
route? What does your plan envision ? 

Mr. Trerers. We hope to have your approval through the 1959 
estimate to have enough en route radar; enough of our own in addi- 
tion to sharing military radar, to have blanket cov erage of the United 
States at 15,000 feet and above. 

Mr. Preston. You want to cover all the way from the time the 
plane takes off until it reaches destination; is that what you plan to 
do? 

Mr. Trevers. In some cases that will be so, but this will not be so 
everywhere, Mr. Chairman, because terminal radar will never be 
installed at every airport in the United States. 

Mr. Preston. We are just talking now about the larger ones? 

Mr. Trerers. That is true. 

Mr. Presron. Under your Federal Airways plans, long-range 

radars, you only show you are expecting to spend $37,137,000. 

Mr. Trevets. On page 56 it shows there are 73 long-range radars 
that we will fund through 1959, and request funds in ‘the amount of 
$86,604,000. The Congress has already authorized us the use of the 
milit: ary radar and some of the personnel in this request are for the 
operation of shared radars plus the new radars on order with Ray- 
theon. 

Mr. Preston. You have four categories here of radars through the 
1962 program. 

Mr. Trrrets. Yes. 

Mr. Preston. Long-range radars. 

Mr. Trerers. Yes. There are these types—the airport surveillance 
radar, the airport surface detection radar, and the radar beacon. 
There are these four types and they are all compatible to the total 
operational needs. They supplement each other. I have not ex- 
plained the surface detection radar. 

Mr. Preston. Let us hear from Mr. Thomas. 

Mr. D. D. Tuomas. I would like to make a comment. V/e have had 
a great deal of experience with the use of radar data in the military 
and in the civil, both en route and asa terminal aid. There is no ques- 
tion about the knowledge of using it in its raw form as it is displayed 
on the scope, and this is our immediate program. For clarification, 
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the SAGE effort and what has not been tested is the collection of raw 
radar data from a number of radars, pulling them together and ana- 
lyzing them, tracking them, and displaying them in a semiautomatic 
method. This is not envisioned in our program at this time. We are 
not that far along. What is envisioned is the use of raw radar data 
directly displayed in front of the controller without any computation, 
or collection, or modification, or comparison by automatic means. I 
think that there may be some misunderstanding on the operational 
part of SAGE and this system. The Air Defense has been using 
radar data for many, many years and is doing so. 

Mr. Preston. We realize that. 

Mr. D. D. Tuomas. I did not know whether that was understood or 
not. 

Mr. Preston. Have the bugs been worked out of this radar suffi- 
ciently to where it is foolproof ? 

Mr. Tirrets. It is not a perfect device, but it is the best known 
device to date to get a direct reading on aircraft in the air. It has 
its deficiencies as any electronic device has. There will always be im- 
provements. One of the troubles in our terminal radars has been that 
under heavy precipitation we have been unable to use the radar be- 
cause it clutters the scope and obscures the targets. Only in the last 
18 months has a long-standing development matured enough, called 
circular polarization, which distinguishes the different shapes of pre- 
cipitation and practically excludes this from the scope so the target 
can go through and be seen even in heavy precipitation. It is the kind 
of thing on which the barriers every year are being broken. Radar 
needs improvements. The automation that Mr. Thomas speaks of is 
a great thing, but it is not ready. ‘The fundamental radar, the trans- 
mitters and the antennas will be used to gather data for whatever 
automation device will be brought into being in the next 5, 10, or 15 
years. 

Mr. Pytx. Looking at it another way, the radar that we are talking 
about here is the building block on which we will build the system of 
the future. This is completely consistent with our future develop- 
ments. We are going to keep on improving it. Circular polariza- 
tion has been ordered for all of our radars. 


LIVING QUARTERS IN ALASKA 


Mr. Preston. How many living quarters do you plan to con- 
struct in Alaska? There are four locations, but how many units? 

Mr. Trerets. Twelve units of housing are in this estimate. 

Mr. Preston. At $43,000 a unit? 

Mr. Trrrrers. Yes. We have talked with you before about the 
Alaskan situation. 

Mr. Preston. But I do not think you have ever been this high 
before. : 

Mr. Tirrers. I did a little checking on this, not that I want to use 
other people’s problems to justify our own, but I find in the same 
general area that the Air Force estimates for housing runs about 
the same. Let me explain the locations. They are at Aniak, Gustavus, 
McGrath, and Moses Point. Moses Point is located way north on 
Northern Sound, and everything has to be barged in there. It is 
quite uncertain as to what days, not months, but what days, material 
can be barged in or flown in. This is a very expensive installation. 
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At McGrath the material goes to Bethel and then is river-boated 
up the river. That is expensive. 

Aniak is the same thing. It is slightly less than the estimate for 
McGrath. It is about a hundred miles west of McGrath on the 
same river. 

At Gustavus the cost is $29,000 a unit, but this is not far from 
Juneau and is quite accessible by barge from Juneau in sheltered 
waters. So because of the location and because of the weather the 
costs are heavier in Alaska. There is no doubt about it. These are 
proper estimates in today’s market in Alaska. 

Mr. Basnieur. A comparable unit here would be much cheaper. At 
Anchorage it would only be about $25,000, but in these isolated areas 
you pay a premium. 


PROJECTION OF OPERATING COSTS 


Mr. Presron. In that book that you have in front of you there, Mr. 
‘Tippets, find the figure for this: What will your operations and regu- 
lations appropriation be in 1962 if your Federal airways plan through 

1962 is fully implemented ? 

Mr. Trerers. $429,460,000. 

Mr. Pyle mentioned something this morning that I would like to 
say for the record. We are not just spending money for the sake of 
spending it, we are proud to report that we are right on schedule with 
the commitments we made to you a year ago when you authorized us 
this new program. We coutemplated our ability to write the specifi- 

cations, issue contracts for the procurement, construction, and installa- 
tion in the amount of $65,017,015 by the close of this year, and at this 
point it looks like we are going to do just that. That was important 
last vear, as you will recall, because there was fear expressed we could 
not keep up with this large program in view of some of our past ex- 
periences, but our reorganization, our will to do, the double efforts 
that we are making to “get things done, and done right, are paying 
dividends and we are right proud of that. 


RATE OF OBLIGATION 


Mr. Preston. What are your obligations up to the last date avail- 
able ? 

Mr. Basnieut. As of February 28 the obligations were $40,228.29 
There were in transit orders of $10,215,000, making the commesiatents 
$50,444,000. 

Mr. Preston. What is the total appropriation for 1957? 

Mr. Basnienr. $75 million. There was a $17 million carryover 
which made a total accrual available of $92 million. 

Mr. Preston. You have about $40 million left? 

Mr. Basnienr. Yes. 

That would not all be expended until we get the equipment installed. 

Mr. Trippets. The carryover estimate this vear will be $27 million 
and that will all be funds committed for installation of equipments on 
order. 

Mr. Preston. I want to thank Mr. Clevenger and Mr. Horan for 
being so faithful this afternoon. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 
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Fripay, Marcu 15, 1957. 


Mr. Preston. The committee will come to order. 
STATEMENT OF MAJ. GEN. KENNETH P. BERGQUIST, USAF 


Mr. Pyie. Mr. Chairman, I would like to take this opportunity to 
present General Bergquist’s statement, which I mentioned to you 
yesterday. There are copies for members of the committee. 

General Bergquist was unable to be here this morning, and asked 
that the committee consider this statement. 

Mr. Preston. Very well. We are glad to have the statement from 
General Bergquist and to have the views of the military on the im- 
portance of this program of air-navigation facilities. We regret that 
our joint programs could not be arranged so that he could be present 
in person. We are certainly glad to have this statement. 

Mr. Pye. Thank you, Mr. Chairman. 

(The statement referred to follows:) 


Testimony oF Mas. Gen. KenNeEtTH P. Bercouist, USAF, Berore THE House 
SUBCOMMITTEE ON APPROPRIATIONS 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity 
to appear today as the representative of the Air Force. I am here to support 
the Civil Aeronautics Administration fiscal year 1958 establishment program. 
I am General Bergquist, the Director of Air Force Operations, and in this capacity 
am directly involved in any matters which affect the ability of the Air Force to 
accomplish its mission. 

One such matter which has become increasingly significant to the Air Foree 
is the operation of our national air traffic control and navigation system which 
the Congress bas given CAA the responsibility to provide. The proposed fiscal 
vear 1958 program is CAA’s estimate of what is necessary, feasible, and economical 
for the agency to pursue in approaching the fulfillment of its assigned responsibility. 

This budget request is not the program CAA alone believes necessary. This 
program has been scrutinized by the Air Coordinating Committee’s member tech- 
nical experts representing all phases of aviation. Agreeing with these technical 
people, the top ACC policy level endorsed this program and recommended its 
active support by all member agencies. The ACC endorsement was to the effect 
that all parts are urgently required, and will substantially relieve existing defi- 
ciences. Wein the Air Force fully support this point of view. 

A series of events has lately focused much attention throughout the Nation on 
the growing difficulties our country faces in the struggle for safe and efficient use 
of the airspace. The Congress has shown its appreciation of the fact that the 
efficient movement of air commerce and military aircraft is vital to the economic 
welfare and defense of this Nation by recent thorough investigation of the air 
situation. These investigations culminated in increased appropriations for the 
CAA during its last session and lead toward accelerating the CAA 5-year plan 
into a 3-year program. 

Last year I presented a statement to vour committee as to why the Air Force 
supported the CAA fiscal year 1957 program. Though some changes have 
occurred in detail as to numbers, the substance of that statement is equally valid 
and even more urgent today. 

It is generally accepted that the average air-traffic controller has done a remark- 
able job of handling the vast unforeseen increase in air traflic since the inception 
of the Federal airways system, using essentially the same tools he had when he 
started years ago. However, we must face the fact that the system has not kept 
up with the demands of aviation—both civil and military. These demands have 
been increased by the greatly expanded volume of traffic and the sharply increased 
speeds and other critical performance characteristics of the jet aircraft. 

The Air Force has grown considerably since the outbreak of the Korean war. 
Jet aircraft have come into the inventory in growing volume for a decade. Our 
combat force will soon be 100 percent jet equipped. Supersonic aircraft are now 
with us. 
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Jet operating characteristics such as high cruising speeds, high operating alti- 
tudes, high rates of climb and descent, and the increased need for separation by 
the air-traffic-control system rather than by the pilot have severely complicated 
and overtaxed the air-traffic-control capabilities. The results are compounded 
delays for our own and other aircraft operating in the system. 

any air-traffic-control facilities have not been able to accept responsibility 
for separating traffic without imposing extensive traffic delays which in some 
cases are so great as to cause cancellation of entire missions. 

Large groups of aircraft scheduled to depart on specific missions have been 
delayed excessively in spite of the fact that coordination was effected with the 
air-traffic-control agency days in advance. 

Many similar situations have demonstrated that the capacity of the system 
must be expanded, and expanded as rapidly as possible. The attainment of 
combat readiness in the Air Force is being hindered by the lack of an adequate 
system capacity. 

The record shows unquestionably, despite recent incidents which might lead 
one to believe otherwise, that safety in the air-traffic-control system has attained 
a high degree of success. This success, however, has been bought through sacri- 
fices in flexibility and capacity of operation. Expeditious movement of air 
traffic is still far from a reality. 

The capacity and efficiency of the airways must be increased to provide better 
control. Not only must the system be sustained and augmented for its increased 
workload, but it must be expanded by the establishment of new facilities. 

The Air Forcé works closely with the CAA in shaping the requirements of the 
air-traffic control system as well as in the development of means to fulfill these 
requirements. Today we are jointly engaged in evaluation of the air-defense 
SAGE system to determine its potential for air-traffic control use. We are mak- 
ing joint use of air-defense radar information where practicable to assist in the 
control of air traffic. Certain of the Nation’s traffic-control facilities are jointly 
manned by civil and military personnel. There are other areas of close coordina- 
tion and cooperation and even joint participation. Though these actions occur 
for a variety of reasons, one primary consideration in each case is economy. 

The VORTAC system of facilities is a joint CAA-military effort in the common 
system of traffic control and navigation. This system of facilities is an urgent 
requirement to provide accurate positioning of aircraft. It will greatly alleviate 
the traffic-control problem. The CAA program for fiscal year 1958 recognizes 
this requirement, taking into account the additional planned military facilities. 

We need better radar coverage and better navigational capability in order that 
the uncertainty of aircraft positions may be reduced, thereby permitting more 
aircraft to be safely fitted into a given area of airspace. Better air-to-ground and 
ground-to-air communications are required so that pilots and traffic controllers 
may exchange safety information instantaneously and without the present delays 
while messages are relayed through intermediate routings. We must have our 
high-speed aircraft separated by the gound control agency rather than relying on 
pilots themselves to avoid collision when we know that this is not possible in too 
many cases. This means greater areas where air-traffic control must be provided, 
particularly at the higher altitudes and in congested areas. Improved methods 
for transfer of data between traffic controllers to relieve these controllers of time- 
consuming bookkeeping functions is one of the most actue needs of today’s 
system if material improvement is to be realized. 

All of these requirements have been taken into consideration in the CAA fiscal 
year 1958 program that is being discussed here at this time. The program has 
been designed to go as far as CAA deems feasible at this time toward meeting 
these needs. Although the Air Force would have liked to see this program go 
even further, particularly with respect to the radar coverage, that does not in 
any way detract from our fullest support of this program as it stands. 

In summary, our needs are urgent. The air-traffic-control system remains far 
behind the customer it is designed to serve. CAA has been given a task to per- 
form which it cannot meet without the funds to finance the necessary tools of the 
trade. The program presented by CAA represents the absolute minimum essen- 
tials necessary to perform the air-traffic-control function. The lack of these 
tools is costing the users of the system extreme economic penalties which are 
difficult at best to specifically define in terms of dollars. Even more serious, 
however, from the Air Force view, is the unacceptable operational penalties 
imposed on the defense effort. 


USE OF TV SYSTEM AS PLANE MONITOR 


Mr. Fioop. Mr. Chairman, I would like to insert an article from 
the New York Times of March 19, 1957, concerning the successful 
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demonstration to CAA of a “picture transformer” that carries radar 
information to television screens relating to the movement of air- 
planes 

Will devices such as this ease the present congestion in the air? 

What progress has been made in getting together with the Pentagon 
and agreeing upon an airplane spotting and re porting network which 
would meet both military and civil requirements? 

(The news article is as follows:) 


[New York Times, March 19, 1957] 
TV System HarLtep as Plane Moniror 
NEW ‘PICTURE TRANSFORMER” CONVERTS RADAR SIGNALS ON TRAFFIC TO VIDEO 
Special to the New York Times 


MINEOLA, Lona Istanp, March 18.—The successful demonstration to the Civi 
Aeronautics Administration of a “picture transformer’ that carries radar informa- 
tion to television screens was announced today by the Intercontinental Electronics 
Corp. 

Officials of the CAA’s technical development center at Indianapolis praised the 
invention as a ‘“‘boon to air traffic controllers” faced with increased congestion and 
the advent of 600-mile-an-hour jet airliners, 

The heart of the picture transformer system is a complex cathode-ray tube that 
converts radar information to television signals. These signals can be displayed 
in full daylight and transmitted with conventional television facilities to air 
traffic control centers throughout the United States. 

The system also permits aircraft identity information to be added to a radar 
display for transmission—a major technologie: il gain in the use of radar for eontrol 
of air traffic. A third feature is a memory characteristic that permits the ‘“‘hold- 
ing’ of a cometlike trail behind each plane for a designated length of time, 
ranging from fractions of a second to a half hour. 

The use of conventional radar normally is confined to one location, with an 
operator reading a display of “blips” on a radar screen in a darkened room. 

Donald Stuart, director of the CAA’s technical development center, said today 
that ‘‘initial evs iluation of the [transformer] equipment indicates that it is far 
superior to existing display systems in monitoring air traffic.” 

Paul Astholtz, chief of the navigation aids evaluation division of the center, 
asserted that ‘“‘seeing an airplane at all times during its flight will be a boon to 
air traffic controllers.” 


(The answers to above questions are as follows:) 


Question. Will devices such as this ease the present congestion in the air? 

Answer. Intercontinental Electronic Corp. equipment converts radar data to a 
television. The television form, the display on a television tube can be made 
much brighter than is possible on a standard radar scope. CAA has an urgent 
requirement for black displays for use in control towers where daylight conditions 
prevent proper viewing of a standard radar display, and is used in other control 
rooms to permit operators to work in better lighting conditions. Zi he conversion 
of radar data into radar form also facilitates the conformance of data from differ- 
ent radars into a single television tube display. Use of this acini will 
improve working conditions and is expected to increase the capability of CAA 
facilities to handle traffic to the extent that a better form of displaying radar 
permits. However, using a display showing raw radar can be regarded as an 
interim measure since more complex display equipments are under development 
and are expected to be available in the future. 

One model of the Intercontinental Electronic Corp. equipment has been pur- 
chased for evaluation purposes. Some equipment modifications will be necessary 
before it can be thoroughly tested. In the evaluation processes, it will be com- 
pared to others that provide a bright display so that a determination can be made 
as to the best display made. CAA requirements are presented and put into 
service. 

Question. What progress has been made in getting together with the Pentagon 
in equipping an airplane and air spotting network which wou ld meet both military 
and civil requirements? 


89841—57——_22 
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Answer. The CAA has a military integration plan which is working in the Bos- 
ton area to study the integration of the Air Defense Command and air traffic 
control functions and to participate in the various systems under development 
by the military. This includes the air defense safe system. 

Three contractors have been given a project by the Air Force: Cambridge 
Research Laboratory to study the degree of integration of Air Defense and air- 
traffic control functions and make recommendations for the problems in this ares. 

In addition a field military CAA radar planning company has been formed 
which has developed rules for the joint us? of radar facilities between two agencies 
where possible. At the present time plans are being developed to make joint 
use of radar at civilian locations and an additional site will be considered in fiscal 
vear 1958. 

As part of the joint use program the rules developed by this company provide 
that the siting of new radar equipment by either air defense and CAA in areas 
where similar development is required will be coordinated to meet both require- 
ments. 


GRANTS-IN-Arp For ArRPoRTS (LIQUIDATION oF ContTRACT AUTHOR- 
ZATION) 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


| 
Program by activities: 
Grants for construction of airports (total obligations) 

Financing: | 
a 

' 

| 

| 

| 


$9, 205,897 | $61, 219, 034 $75, 000, 000 

Unobligated balance brought forward: Contract authori- | 
zation._..- 

Unobligated balance carried forward: Contract author iza- 


—33, 204, 103 | 


| 
' 
| 
| 
| —35, 075, 069 
| 

| 


33, 294,103 | 35,075, 069 23, 075, 069 


“| | 
Contract authorization (permanent) 42, 500, 000 63. 000, 000 63, 3, 000, 000 


Status of unfinanced contract authorization 





| ’ 
| 1956 actual | 1957 estimate | 1958 estimate 





Unfinanced balance at beginning of year... 
Contract authorization (permanent) - - 
Unfinanced balance at end of year. -- oa 


$42, 500,000 | — $75, 500, 000 
$42, 560, 000} 63,000,000 | 63, 000, 000 
—42, 500, 000 | —75, 500,000 | —103, 500, 000 


| 
| ee Dene 
" 


Appropriation to liquidate contract authorization __...-. 
j 
' 


30, 000, 000 | 35, 000, 000 


Obligations by objects 
1956 actual | 1957 estimate | 1958 estimate 


11 Grants, subsidies, and contributions. __-__- ‘ _| $9, 205, 897 $61, 219, 034 $75, 800, 000 
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Budget authorizations, expenditures and balances 


| 1956 actual | 1957 estimate 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation ‘ em ‘ i $30, 000, 000 $35, 000, 000 


Applied to contract authorization a —30, 000,000 | —35, 000, 000 
Contract authorization (permanent definite (69 Stat. 441)).__.| $42, 500, 000 63, 000, 000 63, 000, 000 
Balance brought forward: 
Unobligated: Contract authorization a 33, 294, 103 35, 075, 069 
Obligated: Contract authorization sa 9, 205, 897 | 40, 424, 931 


iinet tee chnnatinedalte se 
Total budget authorizations available __ 2, 500, 000 105, 500, 000 138, 500, 000 


'_-_ 


EXPENDITURES ANI) RALANCES 


Total expenditures (out of current appropriations to liquidate 


prior year contract authorizations) : 30, 000, 000 35, 000, 000 
Balance carried forward: 
Unobligated: Contract authorization | 33,204,103 | 35,075, 069 23, 075, 069 
Obligated: Contract authorization ae 9, 205, 897 40, 424, 931 80, 424, 931 
Total expenditures and balances 42, 500, 000 105, 500, 000 138, 500, 000 


Mr. Prxesron. The first item we will take up this morning is grants- 
in-aid for airports. That is found re 32 of the ittee pri 
in-aid for airports. at is found on page oz oF the committee print, 
and page 311 of the justification. 

We will insert page 311 of the justification in the record at this point. 

(The justification referred to follows :) 


Grants-In-Atp FoR ArRpoRTsS (LIQUIDATION OF CONTRACT AUTHORIZATION) 


Summary of requirements 
Appropriation, 1957 (regular bill) -__ - $30, 000, 000 
Deduct 1957 projects program 7 30, 000, 000 
Base for 1958 
Net difference, 1958 over 1957: 


Requirements 
sl AE ret Difference, 


| increase (+), 


1957 i 1958 decrease (— 
adjusted | estimate 
' 
Liquidation of prior year contract authorization_.__|__....._.___|$35, 000,000 | +$35, 000,000 35, 000, 000 
Total estimate of appropriation, 1958 -- .. pales chi 35, 000, 000 


Mr. Preston. This is a request in the sum of $35 million for 
liquidation of contract authority, granted by Public Law 211 of the 
84th Congress. 

Mr. Howell, what size program did you announce for 1956 and 1957? 

Mr. Howe... In 1956 the program involved the liquidation of the 
contractual authority under Public Law 211 of $42.5 million, and 
$63 million in 1957. 

Mr. Preston. This is $5 million more than you were able to 
liquidate in fiseal 1957? 

Mr. Howe... Yes, sir. We received $30 million for 1957. 
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AIRPORT PROGRAM FOR 1958 


Mr. Preston. Last year you announced a program, sometime along 
in March—— 

Mr. Howe tu. It was announced in May last year, for the 1957 
program ; yes, sir. 

Mr. Preston. You have not announced any program yet for 1958 
have you? 

Mr. Howe tu. Not the 1958 program; not yet, sir. 

Mr. Preston. What you are doing now, you are picking up the 
check for contracts you have heretofore entered into? 

Mr. Howe tt. Yes, sir. 

Mr. Preston. You are liquidating contracts you entered into 
during 1956 and 1957? 

Mr. Howe tt. Yes, sir; that is correct. 

Mr. Preston. For work done in 1957; is that right? 

Mr. Howe... Well, for obligations that will be entered into in 1957, 
but for work which will extend over into 1958; yes, sir. 

Mr. Preston. When do you plan to announce your 1958 program? 

Mr. Roruscuiip. Earlier than we did last year, Mr. Chairman. 

Mr. Preston. It is not ready yet? 

Mr. Roruscuixp. It is not ready yet, sir. 

Mr. Preston. What state of readiness is it in? 

Mr. Howe... The preliminary program has been completed and 
it is in the process of being reviewed at the present time. 

Mr. Preston. Where? 

Mr. Howe t. In the Department. 

Mr. Preston. In the Department of Commerce? 

Mr. Howe t. Yes, sir. 

Mr. Preston. I suppose in Mr. Rothschild’s office? 

Mr. Roruscuinp. Yes, sir. 

Mr. Preston. You are looking it over at your leisure, I take it, 
and when you have satisfied yourself about it, you will let us have it? 

Mr. Roruscaiitp. Mr. Chairman, I have not had a good deal of 
leisure lately. 

Mr. Preston. How long have you had the program, Mr. Roths- 
child? 

Mr. Roruscuitp. I suppose a couple or 3 weeks. 

Mr. Preston. I am not questioning the veracity. You do not 
have the figure in front of you, the actual date when you got it? 

Mr. Roruscuitp. No, sir. 

Mr. Preston. Do vou remember when it was sent over? 

Mr. Howe tt. No, sir. 

Mr. Presron. Do you, Mr. Basnight? 

Mr. Basnicur. No, sir. 

Mr. Preston. Do you remember when it was sent over, Mr. Pyle? 

Mr. Pye. I would say about 3 weeks ago, roughly, Mr. Chairman. 

Mr. Preston. Mr. Nielson, what date did it come over? 

Mr. Nretson. Mr. Chairman, I am sorry but I do not have the 
actual date. 

Mr. Preston. Does anybody in the room want to volunteer what 
day Mr. Rothschild received the report? I want to emphasize, Mr. 
Rothschild, I am not questioning your statement. 

Could you give me the date you got it, Mr. Rothschild? 


. 
? 
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Mr. Rotuscuiip. I can find out for you; yes, sir. 

Mr. Preston. We know what the language of Public Law 211 is. 
We are fully aware of what it contains, but the Appropriations Com- 
mittee still would like to know a little something about what is going 
on. We do not want to operate completely in the dark. 

Mr. Roruscutip. You have reference to the allocation for 1958? 

Mr, Preston. Yes, sir. 

Mr. RoTHSCHILD. Tt i is our plan to advise the Congress as we have 
on previous occasions in advance of the public release of this informa- 
tion and I would say that would be reasonably soon. 


GRANT AGREEMENTS, OBLIGATIONS, AND EXPENDITURES 


Mr. Preston. Mr. Howell, what grant agreements have you 
actually entered into to date? 

Mr. Howe... To date this year under Public Law 211 for the 
Federal-aid program we have entered into grant agreements in the 
amount of approximately $23 million. 

Mr. Preston. How much do you anticipate by June 30? 

Mr. Howe... $75 million in total, $61 million under Public Law 
211. 

Mr. Preston. How much do you have on hand now? 

Mr. Howniy. We have expended, from Public Law 211 money-—— 

Mr. Basnicut. That is not the question. How much do you have 
available for obligation? 

Mr. Howe xt. From 1957 authorization, approximately $40 million, 
Mr. Chairman. 

Mr. Preston. You have on hand approximately $40 million? 

Mr. Hower... That is correct. 

Mr. Preston. How much Public Law 211 money have you ex- 
pended thus far in fiscal 1957? 

Mr. Basnicut. Approximately $5 million. 

Mr. Howext. Approximately $5 million to date. 

Mr. Preston. $5 million in fiscal 1957? 

Mr. Howe. Yes, sir. The $40 million figure I gave you is the 
amount available for obligation. The $5 million figure I gave you is 
expenditures out of the liquidating cash. 

Mr. Preston. Yes. 

How much total cash do you have on hand, Mr. Howell; that is, 
for expenditures during the remainder of fiscal 1957? 

Mr. Howeuu. Under Public Law 211 that would be $25 million. 

Mr. Preston. $25 million? 

Mr. Howe... Yes, sir. 

Mr. Preston. Did you say $25 million a while ago or $5 million? 

Mr. Basnicur. $5 million has been expended. 

Mr. Howetu. Had been expended out of the $30 million appro- 
priated last year by the Congress. 

Mr. Preston. Did you have a carryover in cash for 1956? 

Mr. Howe xt. Not under Public Law 211. 

2" Mr. PRESTON. What about appropriated funds under the previ- 
ous program? 

Mr. Howe... Appropriated cash is an entirely different thing. 
The appropriated cash, under the old program, is not merged and 
cannot be used for liquidating obligations that are incurred under 
Public Law 211. 
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Mr. Preston. The appropriated money is available to be ex 
pended; is it not? 

Mr. Howe tt. Yes, sir. 

Mr. Preston. How much did you carry over from 1956? 

Mr. Howe tu. $18.9 million in unliquidated obligations to be pai 
from $33.5 million available. 

Mr. Preston. Into 1957. 

Mr. Howe... Yes, sir. 

Mr. Preston. What do you intend doing with that? 

Mr. Basnieut. Mr. Chairman, I think the answer to the question 
is, we carried forward into 1957 $33.5 million unexpended balance 
from the earlier airport program, and we expect to expend $15 million 
of that during 1957. That will leave about $18.5 million of the 
former Federal aid program going forward into 1958. 

Mr. Preston. Is it contemplated in your request for $35 million 
that it would be spent in addition to the $5 million in fiscal 1958? 

Mr. Basnient. Yes, sir. The two programs have different finan- 
cial backgrounds. We are directed to keep them separate. We have 
done that. Public Law 211 only took effect in the 1956 fiscal year, 
and no funds were requested for expenditure under that program prior 
to 1957 which was the first appropriation of liquidation funds under 
Public Law 211. 

That 1957 request was $30 million. We are asking for $35 million 
in 1958. We expect our obligations to pick up during the remainder 
of this year, as the construction season gets underway, and by the 
close of fiscal vear 1958 we forecast that a total of $65 million will be 
expended under the Public Law 211 authority. 

Mr. Preston. Do you still have some unliquidated obligations? 

Mr. Basnieur. Yes, sir. 

Mr. Preston. For which you would use this eighteen million-some- 
odd-thousand dollars? 

Mr. Howe... Under the old program. 

Mr. Basnicut. That is all programed and will be obligated and 
expended by the end of 1958. 

Mr. Preston. There must be some mighty slow contracts involved. 

Mr. Basnieut. It is a lot of projects and the progress payments 
are oe upon the communities, rather than upon our direct 
control. 


INCLUSION OF TERMINAL BUILDINGS IN PROGRAM 


Mr. Preston. What is the philosophy of this administration now, 
Mr. Pyle, with reference to construction of airport terminal buildings 
under this program? 

Mr. Pyxie. Mr Chairman, we are including a considerable number 
of projects for this purpose. ‘The important thing, however, is first 
to take care of the safety items—the runways, taxiways, and those 
things that are in order of priority from a safety standpoint. 

As soon as those projects are out of the way, then we consider proj- 
ects for terminal buildings. Perhaps Mr. Howell could list for you 
the priority. 

Mr. Preston. Do you want to comment on that, Mr. Howell? 

Mr. Howe tu. Public Law 211 contained language that definitely 
reinstated terminal buildings. 
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Mr. Presron. Yes, sir. 

Mr. Howey. We are participating in a considerable number of 
terminal buildings. 

Mr. Preston. In the 1958 program? 

Mr. Howe... In the 1956 and 1957 program, and have recom- 
mended additional ones under the 1958 program. We are, however, 
guided by criteria that have been developed, which limit our partici- 
pation in a modest sort of way, I am trying to say, that will keep us 
from going into any grand, monumental schemes. 

We have criteria for sizes of lobbies, airline space, restaurant space, 
and adhere to those as we program funds for te minal buildings. 

Mr. Preston. Did Public Law 211 give the Administrator the right 
to write the criteria for the program? 

Mr. Roruscuriip. Yes, sir. 

Mr. Howe tt. I believe that authority has always been contained 
in the act. 

HUB AIRPORT PROGRAM 


Mr. Presron. Let us take the example of small airports, vis-a-vis 
the larger airports. How is the program being administered? I am 
talking about medium-sized airports. 

Mr. Howent. I can give you a statement that shows our 1956 and 
1957 programs. 

The large hub airports received 38 percent of the money; the me- 
dium-hub airports, 18 percent of the money; small-hub airports 14 per- 
cent of the money, and the nonhub airports 16 percent of the money, 
with a total of 86 percent going to air carrier airports of all types; 14 
percent going to non-air-carrier airports. 

Mr. Preston. I think that is a good statement, a good policy, and 
I would like to insert that in the record at this point. 

(The information referred to follows:) 

The following table is a summary of the 1956 and 1957 Federal-aid airport 
programs under Public Law 211. It lists by hub type the projects to which allo- 
cations of Federal funds were made at the time the program was announced, 
together with the projects on general aviation airports to which allocations were 
made. In general, the ‘‘small airports” fall in the general aviation airport group, 
although the nonhub airports in the air carrier group include the feeder line stops 
considered by many to be in the ‘‘small airports” category. 


Projects Percent Federal funds, Percent 


Large bub airports. ‘ Al 8 | $32, 322, 397 38 
Medium hub airports 48 7 15, 154, 686 18 
Small hub airports 8h 13 12, 284, 876 14 
Nonhub airports 214 33 14, 159, 498 16 

Subtotal, air carrier airports 199 61 73, 921, 457 86 
General aviation 257 3Y 11, 507, 069 14 

Total . 656 100 85, 428, 526 100 


Mr. Pyue. I would like to explain, Mr. Chairman, in connection 
with this that we have set a limit of $1,250,000 at any one airport to 
prevent a lot of money going to one place, in order to get a better 
balance. 

Mr. Preston. $250,000 in any one fiscal year? 

Mr. Prue. $1,250,000. 

Mr. Preston. I was going to say that was highly inadequate. 





Mr. Pyue. Yes. 

Mr. Preston. You used the term in this chart “hub.” What is a 
hub airport? 

Mr. Basniaut. One of the key areas for movement of traffic in the 
country; in terms of overall national figures there are 22 main traffic 
generating points, which we call a large “hub.”’ That is the 22 busiest 
airport locations in the United States. 

Mr. Prue. We have a chart on that, Mr. Chairman. 

Mr. Howe t. If I may bring it closer home, by saying that a large 
hub airport—there are 22 of them, as Mr. Basnight has stated. At- 
lanta, for instance, is a large hub; Birmingham is a medium hub; I 
believe that Norfolk would come in as a small hub. 

Mr. Yates. Chicago is a big hub, I take it. 

Mr. Hower... Chicago is a large hub. In the small hubs, to read 
down, Akron-Canton, Ohio; Augusta, Ga.; Beaumont, Tex.; Casper, 
Wyo. Nonhub airports would involve the feeder-line stops and other 
stops that do not have a large amount of activity. 

Mr. Preston. Mr. Yates, do you have some questions on this 
Federal aid to airports? 

Mr. Yares. I have just a few, Mr. Chairman. 


MIDWAY AND O’HARE AIRPORTS IN CHICAGO, ILL. 


I want to know what you are doing for Midway and O’ Hare Airports 
in Chicago. 

Mr. Howe.iu. We have some work on Midway Airport in the 
reconstruction of runways, which were showing signs of distress, and 
are continuing with O’Hare. It usually receives our maximum 
amount. 

Mr. Yatrrs. Have you programed the maximum amount for O’Hare 
for the next fiscal year? 

Mr. Howe... For 1958? 

Mr. Yarrs. For the next fiscal year, which is what you are consid- 
ering here. 

Mr. Howeut. This is liquidation cash. 

Mr. Yates. You are repairing runways at Midway. Are you 
doing anything else at Midway? 

Mr. Howe t. It is my recollection that we also have something in 
regard to a new control tower at Midway. 

Mr. Yates. Is this in accordance with the agreement that has been 
worked out with the proper officials, or the appropriate officials of the 
city of Chicago and the airports? 

& Mr. Howe tt. Yes, sir. We only allocate funds when we have a 
bona fide request from the sponsor itself. 


FINANCING AT JOINT-USE AIRPORTS 


Mr. Horan. I wonder if you would supply for the record, for my 
information at least, what your cooperation is with the Army engineers 
and the Air Force in airport construction and maintenance. 

Mr. Pyxiz. Mr. Horan, so we may respond to your question, is this 
in the planning area? 

Mr. Horan. No; construction. 

f Mr. Pyiu. Actual work, that we are working together with them? 
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Mr. Horan. Yes. I mean, probably, on semicommercial airports. 

Mr. Pyrex. Joint use? 

Mr. Horan. Yes, sir. 

Mr. Prue. This would be the National Guard problem. 

Mr. Howe tt. We can furnish a list to the committee of the civil 
airports where there is military activity. The Army engineers would 
only enter into the picture in construction of facilities for military 
use on civil airports. 

That is usually in the building area, although if the military goes 
on a civil airport and needs a longer runway, or additional taxiways, 
it normally supplies them, and with the Corps of Engineers as the 
construction agency. 

Following that, they, the Corps of Engineers—I believe this is a 
fair statement—do not participate in the maintenance, but that is 
done by the owner of the airport through its own agreement with the 
military agency that uses the airport. 

Mr. Horan. Would you have access to the amount of funds that 
they are expending on airports? 

Mr. Howe tu. No, sir. That would be in their own budget. 

Mr. Preston. Mr. Horan, you have raised a good question. 

Mr. Horan. I would like to know for my own information. 

Mr. Preston. We have tried in the past to get some contribution 
from the military for the joint use and maintenance of these airports. 
The law is written in such a way that the CAA Administrator’s hands 
are tied, so to speak, in making a determination. 

[ introduced a bill last year that would make his determination 
final and mandatory on the military, to contribute to the local mainte- 
nance, where it was determined by the CAA Administrator that it was 
used in their landings, takeoffs, and so forth. But we were not success- 
ful at that time in getting the bill passed. 

| have not given up on it yet. But that is a problem that needs 
to be dealt with by the Congress. The military is just sitting back, 
saying, “We are going to use the field. If you want a National Guard 
unit in your community to get on the payroll, you furnish this field.’ 

In our mediocre field or medium field, the cost of maintenance is 
terrific, due to the fact that they are flying jets off these fields and 
the maintenance is out of line with the benefit the local community 
gets. It is a very interesting question. 

Mr. Horan. It would help me to understand it. If they can supply 
that for the record for our information, I would appreciate it. 

Mr. Bow. Will the gentleman yield? 

Mr. Horan. Yes. 

Mr. Bow. Is it not a fact that, in the expenditure of funds by the 
military on these funds, before the funds may be expended thay have 
to submit that item to the Armed Services Committee of Congress? 

Mr. Prue. I believe so. 

Mr. Howe tt. I believe so. 

Mr. Bow. Could you gentlemen not, in cooperation with the Armed 
Services Committee, get those figures for us? 

Mr. Howetu. On new construction; yes, sir. 

Mr. Bow. Is that what you had in mind? 

Mr. Horan. Yes, sir. 

Mr. Bow. I think they have to do that. It goes to and stays in 
the Armed Services Committee for 30 days. If it is not objected to, 
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it then becomes operative. The Armed Services Committee, I think, 
has 30 days to go over it and perhaps veto it. 

Mr. Howes tt. I think we can get that. 

(The information to be furnished follows:) 


STATEMENT ON Minirary Construcrion at Crvin ArrportTs JOINTLY Usp BY 
Civin AND Miurrary ArRcRAFT 

In compliance with the committee’s request, the CAA has consulted with officials 
of the Department of Defense and the Bureau of the Budget in the interest of 
determining the extent of military construction at civil airports used by military 
aircraft. Military agencies finance construction at these joint-use fields to meet 
requirements of the Air National Guard as well as the Departments of the Air 
Foree and Navy. A copy of the Air Force congressional justification for 1958 
sets forth the construction items for the Air National Guard. 

Mr. Cuevencer. In the case of Port Columbus, in a good many 
instances the military use exceeds the civilian use; is that not correct? 

Mr. Pye. I think that is correct, Mr. Clevenger. 

Mr. Cievencer. Dayton was almost in that class during the war. 
They were bringing them up to Dayton Fieid because it was inade- 
quate for the weight of the military planes. 

Mr. Pyrite. North American Aviation at Port Columbus creates a 
problem. 

Mr. CievenGcer. I see no reason why they should use them and 
break them up. 

Mr. Pyze. I am not familiar with this. Il want to get educated 
on it. 

Mr. Preston. Are there any further questions, gentlemen? 

Mr. Bow. No further questions, Mr. Chairman. 


WASHINGTON NATIONAL AIRPORT 


WITNESS 
B. H. GRIFFIN, DIRECTOR 


MAINTENANCE AND OPERATION 


Program and financing 


| 
1956 actual | 1957 estimate 


Program by activities: 
1. Maintenance, operation, and protection |} $1,159, 756 $1, 284, 000 $1, 568, 500 
2. Administration and service. ___. 224, 097 216, 000 | 231, 500 


Total obligations 1, 383, 853 , 500, 000 | 1, 800, 000 
Financing: Unobligated balance no longer available 4,147 | 


Appropriation _- | 1, 388, 000 , 500, 000 1, 800, 000 
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Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 


Total number of permanent positions. ......................-. 231 234 | 256 
4 verage number of all employees. __...-....- seinitithtenadidcedilaessiaibcces | 220 217 237 
Number of employees at end of year. ............-.....-.-.-.. | 213 220 | 248 


Average salaries and grades: 
General schedule grades: 








SIN INE. 0. SGbSB code itd. Jide cdscnpeesecains $4, 525 $4, 432 
a Oe S-5.0 | GS+4.9 
Ungraded positions: Ave rage s salary einige aude leota tine odin $4, 222 | $4, 222 
01 Personal services: 
EE se ee $963, 718 $952, 462 $1, 032, 842 
Regular pay above 52-w GUNN iidiniedes bac tack 3, 660 2, 888 3, 868 
Payment above basic rates._...........--.---...-.---_| 25, 285 | 38, 650 | 43, 200 
Total personal services... _.-_- Scuba astekaeenies 992, 663 | 994, 000 1, 080, 000 
Oa ce | 6 1, 000 | 1, 000 
03 Transportation of things i a a la laa I 200 | 200 
en, SPUR SUID cs. 5. enscinipeininiininemeaiammianceeae 11, 000 | 11, 000 
05 Rents and utility serv MRL Set ek ee 200, 700 220, 700 
06 Printing and reproduction--....._._- auxsliantemdaaen 1, 000 1, 000 
07 Other contractual services... _..._- F ctkntoakemaend te aaaite 91, 800 127, 600 
RU OIE STII oo oi iccccwncnicecncanacuwseus ’ 177, 000 198, 000 
a eee aaa en 23, 300 | 94, 500 
11 Grants, subsidies, and contributions: Contributions to 
retirement fund __.__.__- Sg : Sak Aditi tsaiceus ; 66, 000 
15 Taxes and assessments. --- sea since ons nocrmaigedasatanl oe WE hac adnan ccn aeinannehonnanee 
Total obligations. _._.....__- > cathe Sas ee sa 1, 383, 853 1, 500, 000 1, 800, 000 
mesg authorizations, ene and balances 
BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation Rec seesen = a a a ae $1, 388, 000 $1, 500, 000 | $1, 800, 000 
Obligated balance brought forward__.....__.---...........--| 148, 345 | 76, 886 85, 886 
soe : 
Total budget authorizations available Saccts case debate 1, 536, 345 1, 576, 886 | 1, 885, 886 
EXPENDITURES AND BALANCES 
Expenditures— | 
Out of current authorizations -.................-..-....- ‘ 1, 306, 967 | 1, 414, 114 | 1, 693, 114 
Out of prior authorizations___-_-__- ba caliedenan 143, 847 76, 886 85, 886 
ee I ies iris shia ie ens ce cccccpeeeee 1,4 450, nr 1, 491, 000 | 1, 779, 000 
Balance no longer available: 
Unobligated (expiring for obligation) : ciel stecaalaiass 4, 147 inicsopaneci in sbinsieis Weieaasiaee eee 
OE ees Ce Beeld ts ater cunenceien ae wens scioailin remade tas me be 4, 498 seiepeielaelte Miaka 
Obligated balance carried forward ie ike Gees he 76, 886 85, 886 106, 886 
Total expenditures and balances. ............-...---..-- 1, 536, 345 1, 576, 886 1, 885, 886 


Mr. Preston. The next item we will take up is the Washington 
National Airport, “Maintenance and operation.” That is found 
on page 34 of the committee print, and page 313 of the justification. 

We will insert in the record at this point pages 313 and 314 of the 
justifications. 

(The justifications referred to follow:) 
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MAINTENANCE AND OPERATION, WASHINGTON NATIONAL AIRPORT 


Appropriation, 1957 (regular bill) 


cine indie ch eh patancionniendemins 
Net difference, 1958 over 1957: 


Requirements Difference 


ae increase 
| (+) de- 
1957 esti- 1958 esti- | crease (— 
mate mate 
Maintenance, operation, and protection $1, 284, 000 | $1, 568, 500 +$284, 500 
Administration and service.......-.-.- 


216, 000 231, 500 
Gross requirements 


+15, 50K 
1, 500, 000 1, 800, 000 +300, OU 
Total estimate of appropriation, 1958 
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Mr. Presrov. a request represents a net increase of $234,000 
over fiscal year 1957’s figure. 

Mr. Griffin, we are tir to have you with us again and to hear from 
you about the operation of the Washington National Airport. 

If you will discuss the operational highlights at this point, appearing 
on page 316 of the justifications, and summarize them for us, we will 
be glad to hear from you. 


GENERAL STATEMENT 


Mr. Grirrin. Mr. Chairman, the budgetary estimates submitted 
for the maintenance and operation of the Washington National Air- 
port reflect program requirements necessary for continuing operations 
with the same Reais performance standards which existed during the 
fiscal year 1957. 

] would like to point out that the use of the Washington National 
Airport, in terms of passenger traffic, increased 191 percent during 
the period of fiscal year 1950 through 1956. During this same period, 
appropriations increased only 12 percent, all of which would correspond 
to mandatory wage increases, over which the airport had no control. 

This steady increase of both passengers and aircraft traffic move- 
ments has created greater demands on all segments of our airport 
organization, since there is a definite relationship between the in- 
creased number of passengers, visitors, and aircraft traffic, and the 
cost of maintaining and operating the airport facilities. 

This is particularly true in the maintenance activities, where the 
increased frequency of use, together with the full effect of the aging 
facilities, together with rising costs of both labor and materials, is 
most apparent. 

We now feel that we have exhausted all possible means of further 
maintaining our standards without additional funds, so consequently, 
our program estimates reflect an increase of $300,000, which will pro- 
vide $70,000 to finance previously authorized level of employment, 
and servicing of newly constructed facilities. 

Seventy-three thousand dollars is for nonrecurring contracted labor, 
supplies, and equipment for use in rehabilitation or servicing of 
deteriorated facilities. 

Ninety-one thousand dollars is for improved fire-protection services, 
and $66,000 is for mandatory payment to the retirement fund. 

Mr. Preston. Why are your rents and utility services going up 
$25,000? 

Mr. Basnicur. That is for the purchase of electricity for airport 

consumption. The increase is requested to operate newly cons- 

structed facilities. They would be in the finger building and the 
baggage rooms that have mechanism for raising the baggage by 
escalators which requires electricity. There is also some increase 
in the charges made for our disposal of sewage, which is handled 
through the Arlington county government. 


NUMBER OF PERSONNEL 


Mr. Preston. What is the total number of additional employees 
that you are seeking in this increase? 

Mr. Basnicur. We are asking for an increase of 22 positions, Mr. 
Chairman. Seven of those are required to operate new facilities. 
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That would be the baggage room and the janitors to keep clean the 
terminal building and the finger building. We are asking for 15 
firemen to give us better fire protection at the airport. 

Mr. Preston. Do you have a chart showing the total number of 
employees over the last few fiscal years? 

Mr. Basnicur. No, sir. We would be glad to furnish one for the 
record. 

Mr. Preston. You make the statement on page 316 that from the 
years 1952 to 1956 the passenger volume increased by 53.6 percent. 
At the same time the personnel for maintenance and operation has 
been decreased. Is that an accurate statement? 

Mr. Basnicur. It is, sir. 

Mr. Grirrin. Yes. I may say that I have a chart here which 
shows four things, including what you asked. I can submit that for 
the record. This chart will show the increased activity, the increase 
in revenues, the appropriation and the reduction of our staff in 1949 
to 1958. 

Mr. Preston. Can you give us the total figures? That is what 
counts with us, figures on people. 

Mr. Basnicur. We would be glad to furnish that for the record. 

Mr. Preston. It seems as though that would be something you 
would be up here waving around at the very outset. 

(The information referred to is as follows:) 


WASHINGTON NATIONAL AIRPORT 


Comparison of staffing, fiscal years 1949-58 


Fiscal year: Positions Fiscal year—Continued Positions 
1949__. br sien <r ait cite se Rs ss io Ste pei eens 
PW eS ann eo . 261 A tr acters riaras Lee Sa 255 
1061..'-- — racer ae Ste oil a tae 231 
1O6Sso2~-.. SA MES Ute 267 1957 (estimate) ________- .. 94 
ARs ac nan sends tenn ee 1958 (estimate) -...____-_- —— 


Mr. Preston. Your appropriation has been somewhat static es 
few years. It went up a bit in 1956 and then up again in 1957. 
Most of that was related to within-grade promotions and statutory 
matters rather than additional personnel. 

Mr. Grirrin. That is right. 

S . . . 

Mr. Preston. Of course, you have had additional construction. 
That is another item. 

Mr. Grirrin. Yes. 

Mr. Preston. Where is your statement of income for the airport? 


INCOME FROM WASHINGTON NATIONAL AIRPORT 


Mr. Basniaut. It is on page 316. There are figures there that 
indicate the estimated income for this year at $2,770,000, and for 
1958, $3,050,000. 

Mr. Preston. You used to give us each year an audit breakdown. 

Mr. Basnicur. We have that available. 

Mr. Preston. Will vou pass that around to the members of the 
committee? 

Mir. Basxicut. Yes, sn 

Mr. Preston. I took a good look at this airport last night, not from 
an operations stendpoint but from the concession standpoint, and I am 
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amazed at the number of new concessions that you have. It looks like 
a real shopping center out there. 

We will insert this statement of the estimate of revenue for fiscal 
years at this point in the record. 

(The statement referred to is as follows:) 


Estimate of revenue by fiscal years 


| 
1956 actual | 1957 estimate | 1958 estimate 


' 

Aviation activities: 
Sales and service to aircraft $30, 071 $34, 000 | 
Rentals: 
Scheduled airlines - -___- ad 418, 342 446, 300 478, 000 
Aviation related organizations...__.___..- bbw ag 57, 169 60, 000 63, 000 
Government agencies. __.--...- ’ 67, 707 63, 200 65, 500 
Sen 43000) ES £8 i551] 66, 749 73, 000 | 115, 000 
Landing fees...........-- ase apart a 372, 042 465, 000 500, 000 
Ramp service 2 eee Lg ERE E SE 57, 492 68, 000 72, 000 


nti pueneecnnescdmintmibionactauwl 069, ! iA 209, 500 _1, 300, 500 


Ancillary activities: 
SEED RORIINE oc iwacennossote beasanke 197, 625 225, 000 250, 000 
Food sales Ses ted pba 223, 636 240, 000 250, 000 
Insurance___ é aM 3 aa , 64, 98 130, 000 170, 000 
Observation facilities.____________- Jndeibotddahah cabs) 33, 50% 33, 700 33, 900 
Rentals: 

Advertising : ; seco tol , ; 10, & 15, 000 17, 000 
Concessionaires........-~- pplitothed bby ch ép okeppe 10, 0% 12, 000 13, 000 
PEEP ence . ee naciaidiarese ss 6, 205 6, 500 6, 700 
Utilities : ment Jd idedhdi eels. chb ibe 302, 94! 352, 800 380, 000 
Coin devices. pinata d eae pdatis 63, 436 75, 500 93, 900 
Ground transportation_- ‘ Smee ——— 191, 506 350, 000 375, 000 
Other concessions........--- De 101, 25¢ 120, 000 130, 000 


Total ancillary activities...............-....-.---.-.-.---| 1, 205, 991 | ___ 1,560, 500 1, 719, 500 


Total realized revenue 2, 275, 563 | 2, 770, 000. 3, 050, 000 
Unrealized revenue | 86, 12 90, 000 | 95, 000 


Grand total revenues 2, 361, 675 2, 860, 000 3, 145, 000 











SPACE FOR CONCESSIONS 


Mr. Preston. Mr. Griffin, you are not using too much of your space 
for concessions at the sacrifice of space for the airlines? 

Mr. Grirrin. No, sir; I do not believe so. 

Mr. Preston. Have you had any complaints from the airlines about 
lack of space? 

Mr. Grirrin. We have had complaints they need additional ticket 
counter space. That is about the only thing, and office space, of 
course. The space that we are using for these concessions is not 
suitable for the kind of space the airlines use. 

Mr. Preston. Let us take the lingerie shop over there, for instance. 
They have adequate space for a tic ket counter. 

Mr. Grirrin. They do, sir, and we have considered using that space, 
but we run into problems i in modifying the building. You see, if we 
used the shop space for ticket counters it would be difficult, to get the 
baggage down through to the lower deck through baggage chutes like 
we have for the other ticket counters. It would be most « expensive 
to get a baggage chute down through there due to the tremendous 
amount of steam piping, electric conduits, and the construction of the 
lower floor. 

Mr. Preston. Where did you have the post office before it was 
located where it is now? 
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Mr. Grirrin. It was in the basement. All of it was in the base- 
ment. Most of it is in the basement now, or the field floor, which 
we call the basement. We do have a little receiving room for the 
post office upstairs. 

Mr. Preston. It is pretty good size, is it not? 

Mr. GrirrFin. It is not too large. 

Mr. Preston. I was intrigued by the number of gift shops you 
have there. There must be 5 or 6 selling the same kinds of items— 
striped tigers, and cups and saucers, and pictures of the President on 
plates, and that sort of thing. 

Mr. Grirrin. Those shops return to the airport a considerable 
amount of revenue, sir. 

Mr. Preston. I know they do, and we are glad to get that. We 
think that you have a good statement from a revenue standpoint. 
But I do not know whether you are denying the airlines necessary 
space by all these little gift shops or not. 

Mr. Grirrrn. I do not believe we are. However, we have removed 
some of the concessions we had there in the lobby. 

Mr. Preston. What about that penny arcade deal? That takes 
up a terrific amount of space. That is where they have all the pinball 
machines and the pistol ranges 

Mr. Grirrin. That just takes up an office. It is about 20 by 20 
feet. 

Mr. Roruscuitp. You may have noticed additional space has been 
made available to the airlines for ticket sales in the wing to the north 
of the main lobby. 

Mr. Preston. Would that be where the American Air Lines are 
located? 

Mr. Bow. That is south. 

Mr. Preston. Yes. 

Mr. Grirrin. I think we have everybody pretty well taken care of 
as far as ticket counters are concerned. 

Mr. Preston. That is allright. We donot want to make the thing 
into a shopping center rather than an airport terminal. 

Mr. Grirrin. That is right. 


BAGGAGE FACILITIES 


Mr. Preston. With regard to that baggage situation, I do not know 
whether it is going to be any better, but it takes about 20 minutes to 
get a satchel out of a plane from Atlanta. 

Mr. Grirrin. Is that since we opened up the new baggage place? 

Mr. Preston. That is right. 

Mr. Grirrin. You might be interested to know we have run a 
survey, or study, of the lapsed time from the arrival of an airplane 
until the passengers get their bags since we opened up the new bag- 
gage room, and the figures show that the average time is between 6% 
and 7 minutes. That is the average time. There are times when 
they do not get their bags out of the airplanes in time and it runs up 
to 10, 15, or maybe 20 minutes. 

Mr. Preston. Each crew has to get the baggage out of the plane? 

Mr. Grirrin. It is the responsibility of the airlines to get the bag- 
gage out of the planes and handle it all the way up until you get it in 
the baggage room. 


89841—57 


23 
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Mr. Preston. Are you presently receiving all the income that we 
should reasonably expect from the airport? 
Mr. Grirrin. I think we are, sir. 


CONCESSION CONTRACTS 


Mr. Preston. The General Accounting Office has criticized the 
handling of the vendors’ contracts. What about that, Mr. Griffin? 
Are you driving hard bargains, or are these golden opportunities for 
these vendors? 

Mr. Grirrin. No. I believe we drive a pretty tough bargain with 
all of them, sir. 

Mr. Roruscuitp. I would call your attention to a couple of items 
on here that show the increased revenues. If you will look at the 
insurance item, it ran from $65,000 in 1956 to double that in 1957. 
We estimate $170,000 in 1958. That is not due to increased patron- 
age; that is due to a different arrangement with the insurance com- 
panies. 

Mr. Grirrin. We are doing that with every concession, every 
new one that we set up and all renewals. We negotiate with them 
and in all cases we negotiate in the interest of the Government. 

Mr. Preston. What year was it that you raised the rates? 

Mr. Grirrin. What rates, sir? 

Mr. Prustron. The landing rates. 

Mr. Grirrin. We raised them in January by 5 percent and we 
will raise them another 5 percent next January. 

Mr. Preston. When can you readjust to a more realistic basis? 

Mr. Grirrin. In 1960. We plan to do that. 

Mr. Preston. The General Accounting Office says: 

We recommended the airport officials adopt a systematic system of contract 
review to ascertain that fees are received in accordance with the contract terms. 
Much progress has been made in this area, but there is still room for improve- 
ment. For example, we noted in our audit that one concessionaire was almost 
7 months late with the payment of $28,000. 

Mr. Basnicut. We have taken some steps to correct that. 

Mr. Preston. How could that exist? How could a man owe 
$28,000 for 7 months without being thrown out and having a lawsuit 
and everything else? 

Mr. Grirrin. There were some peculiar circumstances in that item, 
Mr. Chairman. It involved the concessionaire getting his auditors, 
as I recall, from New York and having them come down and work 
with us on the complete audit of his accounts before they would pay 
this $28,000. Actually, we had set a practice of having him pay this 
additional percentage at the end of each contract year. 

Mr. Preston. Is this 7 months after the end of the fiscal year you 
finally collected? 

Mr. Grirrin. We collected it before the end of the fiscal year. 


AUDITING OF CONCESSIONAIRES 


Mr. Preston. Mr. Griffin, do you have an accountant on your 
staff? 

Mr. GrirFrn. Yes, we do. 

Mr. Preston. A CPA? Is he a good one? 

Mr. Grirrin. Yes, and a very good one, I think. 
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Mr. Preston. How much of a staff does he have? 

Mr. Grirrin. There are two accountants. 

Mr. Preston. Just two men? 

Mr. Grirrin. ‘Two men; yes. 

Mr. Preston. Are they ‘able to audit all these concessionaires? 

Mr. Basnicut. We have an audit run out of the Washington 
office. We have instituted this in the past year. We have the 
Washington office auditors go to the airport and audit the contracts, 
the rate of payment, the conditions incident to the contracts, and all 
the pertinent features and we are through that process tightening up on 
the criticisms leveled at us by the General Ac counting Office. 

Mr. Preston. You are making the annual checks? 

Mr. Basnianr. Yes. 

Mr. Preston. Suggested in the second paragraph of this report? 

Mr. Basnicut. That is correct, sir. 

Mr. Preston. You know that is an area where you can get into 
trouble mighty easily. It bears constant watching and supervision. 

Mr. Grirrin. We appreciate that. 

Mr. Preston. You are dealing with some pretty sharp people down 
there, to begin with. 

Mr. Grirrin. We realize that. 

Mr. Preston. With no reflection on any individuals intended. 

Mr. Grirrin. Yes. We have been short on personnel in that area 
all along. 

Mr. Preston. Another criticism was if you contracted directly with 
the vending-machine operators the revenues would be increased by 
about $14,000 a year. Do you agree to that statement? 

Mr. Grirrin. That was an item we corrected in 1956. 

Mr. Preston. It has already been corrected? 

Mr. Grirrin. Yes, sir. 

Mr. Preston. We were getting less than 50 percent from the pin- 
ball machines for a while out there; were we not? We were getting 
33 percent. Are we getting 50 percent now? 

Mr. Grirrin. No, sir. His contract runs out this June and we are 
going to ask for proposals on it. 

Mr. Preston. Well, I can tell you this, the accepted rate all over 
America is 50 percent. 

Mr. Grirrin. In comparable places? 

Mr. Preston. This is a big item. You took in $97,000 on coin- 
operated machines. Of course, that represents some other devices. 

Mr. Grirrin. Yes. 

Mr. Preston. Now, all the revenue goes into the Treasury? 

Mr. Grirrin. That is right. 


REPAYMENT OF ORIGINAL INVESTMENT 


Mr. Preston. How much of the original investment has been repaid 
on the airport, Mr. Griffin? You can put that in the record. 

Mr. GrirFin. I will furnish it for the record. 

(Insert information.) 





354 


STATEMENT CoMPARING CAPITAL INVESTMENTIN WASHINGTON NATIONAL AIRPORT 
Wirth REVENUES 


The revenues received and estimated at this airport through fiscal year 1958 
total $22,969,497. This compares with total capital investments that have been 
authorized aggregating $32,134,666. While comparison of these figures reveals 
the revenues derived for the Government as compared with its commitments of 
capital funds, they do not reflect the effect of depreciation of the facility, interest 
payments, annual operating costs and other pertinent facts that will become 
available as we are able to accomplish a current project for an improved ac- 
counting system. 


Mr. Preston. This figure of $20,000 for annualization represents 
some people you have already put on the payroll, Mr. Griffin? 

Mr. Basniecut. That represents, really, the full-year employment in 
a number of positions we have this year that we were forced to scale 
down on to compensate for wage-board rates that were mandatory, 
which forced us to cut down on our staffing. It is not an increase in 
the number of jobs. 


Construction, WAsHINGTON NATIONAL AIRPORT 


Program and financing 


| | 
1956 actual 1957 estimate | 1958 estimate 


Program by activities: 
1, Apron and ramp paving. sthinodsutecsidal $95, ae | | $8, 064 

. Installation of gasoline storage NN i Mi 4 525, 000 | 
Construct baggage room 2 pute éabbtecdeacvassa a | 410, 000 

Standardization of field marking... . 225, 000 
. Emergency electrical generator 5, 77 1, 000 
. Fireline installation. ___.__- 6nd. cues. sa73 : 
. High-speed taxiway development_- a in il Se a cat ; ra | 565, 500 
xpand runup aprons... _- Sos dak bib bud 67, 400 
. Expand temporary structure, north end__ , 594 | 600 
. Expand and convert fueling system_._.._-- craciacare 24, 7: 713, 800 

ie xpand aircraft parking -__- 126, 300 

2. Finger building, covered w: alkway, and related paving 90, 000 }-..- 
3. Hangar repairs _- atte $e a i 4 | Ee A 
. Engineering supervision. Z . 53,8 48, 900 

. Replace transformer vault gi ak bre eames cbele eat 

. Channel dredging... s 

. Develop automobile parking areas............--...-.--| etcicm>aascenil 120, 000 

3. Boiler replacement and repairs. ........-..-.-.-- ch codec 
. Hurricane repairs to roof and canopy_- natknode de iene i we = 

. Modify traffic circle acntebenncelebbadenet 45, 000 


2 
3. 
4. 
5 
6 
8 
Q 


Total obligations 354, 946 2, 781, 564 
Financing: 

Unobligated balance brought forward__....-.........- | —11, 510 

Unobligated balance carried forward 2, 781, 564 





Appropriation 4 3, 125,000 | 
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Obligations by objects 




















CIVIL AERONAUTICS ADMINISTRATION | 
Total number of permanent positions_.................-------] 2 BS Rvacncomante 
Full-time equivalent of all other positions.................-.-- a a 
Average number of all employees..............-...-...------ 3 S rcenaieaaaneie 
Number of employees at end of year.._.........--.-------.-- 2 3 7 


Average salaries and grades: 
General schedule grades: 



























aun anpeabughaewene SR! -s«-«- FH Bicccccncasaeen 
RV alk abc boi obese ee eie cn nawsteadeuws GS-0.5}  G&-O06 [......25...... 
UDgraGee eens: E VOTES GRIATY « «one nncnwccccviewenmcafucncneweseonent > SECO MI Saisie, 

01 Personal services: Fak avn > 
Permanent positions......-...- saiateagcidpumupengaain $10, 775 SAG MIO Biscauctalisazx. 
Positions other than permanent..............-..-.-.--- GES Meets se el aul vewaun 
Regular pay above 52-week base... -_-.---- ~hetrsmnsiaiigipidlist Mi aaa i deve ao niche anon 
Payment above basic rates....................----.-- 77 oC 1 es ss 
TR OGEE ORMOIIES GUN TNIOG Soe cannsecnccnviqansnnesnaans 17, 720 By COU Necnnasaamicedin 
RY SOON. FE Soa ns cba dec eiiweweeweununuitiveuswues Rad alos Sc cand addudubancons 
7” Other contractual services. -....................- POSEN WO Wis bh ccncne $271, 000 
eee 6, 649 Sacra, ES ta 
Ty RAGS GIT CUP UINIIINI bk wk ie ola co iiwk Sac tknesed ech cleus . 1, 810, 268 229, 000 
Sey RE NE CI inc cdiinndneadnannuveksutnwndane BE Witidimkcnnndent icp sane 
Total Civil Aeronautics Administration _......-......-- 192, 951 1, 835, 268 500, 000 

ALLOCATION TO GENERAL SERVICES ADMINISTRATION “ aE 4 7 
a a 63 EE sin kaice eee 
06 Printing and reproduction. 1, 269 SN Ski dhe 
07 Other contractual services- 7 pa 159, 226 OI 8 a Bobet 
See ee Ste GENUNDUIINUN ns con cnc odctpecocuscavtereunennsce 1, 437 004, 708 1.2... 22253 
Total, General Services Administration. _............._- 161, 995 SUIT Bs incennwuanaan 
ac acc ieedia 354,946 | 2, 781, 564 500, 000 


Budget authorizations, expenditures and balances 




















1956 actual | 1957 estimate | 1958 estimate 
Se Sri 
BUDGET AUTHORIZATIONS AVAILABLE 
Sapeentaticn iets sleein a ubdile agen deieninmawane adele eden aed eeee SR ISR 008 be nncs.~2 aia $500, 000 
Balance brought forward: 
a Se a 11, 510 Ry Ree 
I dts S555 dake tpddk a did ad wtdd deeidndsidssdebine 234, 214 177, 329 | 192, 893 
Total budget authorizations available..................- 3, 370, 724 2, 958, 893 | 692, 893 
EXPENDITURES AND BALANCES cates “ae F Deg 
Expenditures— 
Out of current authorizations. -...............-...-.--.--- } 411, 831 i bth t zo 432, 107 
SE Oe Pe GIES cssicccnidocnccncciesuncasdenes ’ 2, 766, 000 192, 893 
Webebiermmitearet oi Sick sé 5 nin dscns 0 endacdddéedd 411, 831 2, 766,000 | 625, 000 
Balance carried forward: | 
I hi cid cep cacbunniwsetuckincosens ainialetan 9, 701, 668 2.2.03 BOO ee 
NE sella cha laren 177, 329 | 192, 893 | 7, 893 
Total expenditures and balances..............-.-------- 3, 370, 724 2, 958, 893 | 692, 893 





Mr. Preston. If there are no further questions, we will take up 
the next item, “Construction, Washington National Airport.” That 
is to be found on page 36 of the committee print and page 341 of the 
justifications. We will insert page 341 of the justifications in the 
record at this point. 

This is a request in the sum of $500,000. You had no construction 
fund in 1957. 

(The page referred to is as follows:) 
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ConsTRUCTION, WASHINGTON NATIONAL AIRPORT 


Summary of requirements 


Appropriation, 1957 
Base for 1958 
Net difference, 1958 over 1957: 


Requirements 


Damen, 
ncrease (++) 
1957 _ 1958 _ Saount ) 


Apron and ramp paving +$130, 000 
Hangar repairs +119, 000 
Replace transformer vault +-50, 000 
Channel dredging : 5 +36, 000 
Develop automobile parking areas i Sa Hee - +120, 000 
I I ee ch nore , +45, 000 


Gross requirements 


Total estimate of appropriation, 1958 


PROPOSED PROGRAM FOR CONSTRUCTION 


' Mr. Preston. Mr. Griffin, we would like to know what you plan to 
do with this money, since we are still talking about building a new 
airport. 

| Mr. Grirrrx. Our proposed program for construction, as you have 
stated totals $500,000. This includes only those major repairs and 
structural improvements necessary to maintain existing facilities in 
safe operating condition, and to accommodate current requirements 
for additional services. 

Specifically, $299,000 of the $500,000 is requested for major repairs, 
or improvements to existing hangars. There is $165,000 for expanded 
automobile parking facilities and to eliminate the automobile traffic 
problem in front of the terminal building, and $36,000 for the redredg- 
ing of the boat channel leading up to our gasoline docks. 


APRON PAVING 


Mr. Preston. In the regular 1956 bill you asked for $150,000 for 
apron paving. In the supplemental bill you received $100, 000 to ex- 
pand aprons. Why do you need $130,000 additional for 1958? 

Mr. Grirrin. In the beginning this was a four-stage program, and 
this item is to complete the third stage of repairing apron and ramp 
paving. 

Mr. Preston. Is it for retopping some surfaces, or putting new 
pavement in? 

Mr. GrirFin. It is for retopping the old surfaces which have been 
deteriorating under the use of these heavier aircraft that have come 
into existence in the past few years. This will finish the job from 
hangar No. 8 to hangar No. 12. That is in front of the new hangars. 

Mr. Preston. You have $36,000 for channel dredging. What sort 
of boat landing do you have? 

Mr. Grirrin. That is a private channel used in getting the gasoline 
up to the airport. 

Mr. Preston. When it comes in by barge? 

Mr. Grirrin. Yes. It is not a navigable stream, so we are the ones 
responsible for its dredging. 





357 
PARKING AREA 


Mr. Preston. Where is your $120,000 for parking going to be used 
principally—in front of the terminal? 

Mr. Grirrin. It is for all of the areas we could adapt to parking 
spaces. 

Mr. Preston. Are you going to eliminate the circular park in front 
of the terminal? 

Mr. Grirrin. That will be reduced considerably; yes 

Mr. Roruscuixp. That is in the $45,000 item. 

Mr. Pyuz. The modification of the traffic circle. 

Mr. Preston. Would it not be helpful to eliminate that circle 
altogether? 

Mr. Basnieut. It will probably result in that, Mr. Chairman. We 
will channelize the traffic as was done at the Union Station so more 
automobiles can move through the area. 

Mr. Preston. The parking concession is bringing in a fair amount 
of revenue? 

Mr. Basnient. Yes. This $120,000 expenditure would be amor- 
tized in about a year and a half. 

Mr. Pyuxe. This modification of the traffic circle is to eliminate that 
bottleneck that occurs at rush hours right in front. 





REMOVAL OF MILITARY OPERATIONS 


Mr. Preston. Mv recollection is, Mr. Rothschild, you wrote me a 
letter about the military moving off the field. Did you write me 
about that, or did someone else? 

Mr. Roruscuit p. I have written quite a few letters. 

Mr. Preston. We raised this question last vear. Somebody wrote 
me a letter saying that a certain percentage of the military had been 
moved away, leaving greater space for utilization for civilian purposes. 
What is the status of that matter now? 

Mr. Roruscuixp. In cooperation with the military we have estab- 
lished means of reducing the MATS use of the field as a passenger 
terminal. A number of f flights have been moved off the Washington 
National Airport to other fields in the area here, but more important 
to us, at any rate, has been the release of a good deal of ground space 
for other use. This is a part of the space released by the Air Force. 
That has been a very helpful thing toward the good operation of the 
airport. 

Mr. Preston. Were some barrack buildings involved? 

Mr. Basniacur. The baseball diamond is the principle area released 
by the Air Force. 

Mr. Pye. I would like to add too we have set up a committee with 
the Air Force to attack this problem on a positive basis to get this 
thing moving just as fast as we can. 

Mr. Fioop. Mr. Chairman, you will remember that in our House 
Report 2076, page 4, we expressed the feeling of the committee that 
the Secretary of Commerce should insist, in view of the crowded 
conditions of civil air traffic, that MATS be located at some field 
other than the Washington National Airport. 

I would like to insert my letters of July 16, 1956 and March 6, 1957, 
to Secretary Weeks, together with his replies. 

(The letters are as follows:) 
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Tue SECRETARY OF COMMERCE, 
Washington, March 11, 1957. 

Dear Mr, Fuoop: Reference is made to your letter of March 6, 1957, con- 
cerning the matter of locating the Military Air Transport Service at some other 
field convenient to Washington other than Washington National Airport. This 
objective is in line with provisions of House Report 2076 and Senate Report 2039 
of the 84th Congress. 

Progress has been made, but we have yet to realize the full purpose of relocat- 
ing the MATS operations. Jointly with the Secretary of Defense, we have estab- 
lished a working group for the purpose of exploring the possibility and feasibility 
of transferring appropriate military activities away from Washington National 
and coordinating the planning of future military and civil airport activities in the 
Washington area. With the cooperation of the Air Force, this group has been 
instrumental in transferring 104 of the annually scheduled MATS flights from 
Washington National to Andrews Air Force Base. The remainder of the MATS 
operations, consisting of 156 additional flights per year, is expected to be trans- 
ferred from National to Andrews by July 1, 1957. 

The Air Force also operates a special air mission service from Washington Na- 
tional for picking up and disembarking especially important congressional or 
executive-branch officials, as well as foreign officials of important rank, Our 
present planning is that this special mission activity at Washington National 
may be curtailed somewhat but will continue to provide service for Presidential 
aircraft operations and others of a similar nature. The volume of activity by 
the special air mission flights is so small that it is relatively insignificant to the 
overall problem of Washington National Airport. 

The Air Force has also released some much-needed real estate located just west 
of the main terminal building, which is to be converted to public service as an 
automobile parking area. 

To effect the contemplated movement of military operations from Washington 
National, we are informed that certain new facilities will be required at Andrews 
in order to accommodate the flight activities now using National. The program 
for removal of the outlined military operations from Washington National has 
been prepared by the Air Force and more specific information in this respect will 
not be available to us until after the Air Force has discussed their program with 
the Appropriations Committee. 

I trust the above information will be of assistance to you, and I will be glad 
to provide any available additional information you may desire. 

Sincerely yours, 
Sinctarr WEEKS, 
Secretary of Commerce. 
Hon. Danret J. Fioop, 
House of Representatives, Washington, D. C. 


ConGrREss OF THE UNITED STATEs, 
Houser or REPRESENTATIVES, 
Washington, D. C., March 6, 1957. 
The Honorable Stnctarr WEEKs, 
Secretary of Commerce, 
Department of Commerce, 
Washington, D. C. 

Dear Mr. Secretary: In the report on your Commerce Department appro- 
priation for the fiscal year 1957, which is now some 8 months old, our Committee 
on Appropriations (H. Rept. 2076, 84th Cong., 2d sess., p. 4) stated: 

“For a number of years, the committee has been concerned about the necessity 
for the Military Air Transport Service to occupy a considerable portion of the 
airport. With the constantly increasing demands being placed upon this airport 
by civilian traffic, the committee is at a complete loss to understand how respon- 
sible officials of the executive branch can continue to allow this situation to exist. 
The committee feels that the Secretary of Commerce should insist that the 
Military Air Transport Service be located at some other field convenient to 
Washington.”’ 

Also on your Department’s appropriation for fiscal year 1957 (S. Rept. 2039 
of the 84th Cong., 2d sess., p. 4) stated: 

“The committee joins with the House committee in its statement that the 
Secretary of Commerce should insist that the Military Air Transport Service be 
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located at some other field convenient to Washington, to relieve the increasing 
demands being placed upon Washington National Airport by civilian traffic.”’ 
You will recall that I brought this matter to your personal attention in my 
letter of July 16, 1956, and you replied that the Secretary of Defense had desig- 
nated a representative to explore the necessary action with your representative. 
I would appreciate it if I could have in my hands not later than noon on Mon- 
day, March 11, a letter from you indicating what action has been taken to carry 
out the intent of the House and Senate Appropriations Committees expressed 
above. 
Sincerely yours, 
Danieu J. Froop, M. C. 


THE SECRETARY OF COMMERCE, 
Washington, July 24, 1956. 
Hon. Danren J. Fioop, 
House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN FLoop: Reference is made to your letter of July 16, 
1956, in which you request advice as to the steps taken to carry out the House 
Appropriations Committee report on the transferral of MATS to some airport 
other than the Washington National Airport. 

On June 1, 1956, I wrote to the Secretary of Defense and cited the recom- 
mendations of both the House and Senate Appropriations Committees concerning 
this matter. Secretary Wilson replied to this letter on June 22, 1956, and on 
July 10, 1956, the Air Force designated Maj. Gen. Kenneth P. Bergquist, Director 
of Operations, to jointly explore the possible courses of action with my represen- 
tative, who is the Administrator of Civil Aeronautics, Mr. Charles J. Lowen. 

I can assure you that Mr. Lowen will press this matter to a reasonable conclu- 
sion, inasmuch as he is interested, just as you are, in relieving the situation at 
Washington National Airport. 

Sincerely yours, 
SrincLtairn WEEKS, Secretary of Commerce. 





JuLy 16, 1956. 
Hon. Sincuain WEEKs, 
Secretary of Commerce, 
Washington, D. C. 


Dear Mr. Secretary: Your attention is invited to page 4 of House Report 
No. 2076 from our Committee on Appropriations relating to your appropriation 
for the fiscal year 1957. 

On page 4 of the House Appropriations Committee report was made the follow- 
ing statement: 

“For a number of years, the committee has been concerned about the necessity 
for the Military Air Transport Service to occupy a considerable portion of the 
[Washington National] airport. With the constantly increasing demands being 
oa upon this airport by civilian traffic, the committee is at a complete loss to 

now how responsible officials of the executive branch can continue to allow this 
situation to exist. The committee feels that the Secretary of Commerce should insist 
that the Military Air Transport Service be located at some other field convenient to 
Washington.”” [Emphasis supplied.] 

It is to be recalled, Mr. Secretary that the President recently advocated addi- 

tional appropriations to provide for a new airport for Washington, D. C., in 

urke, Va., and that you vourself indicated that the traffic conditions are suffici- 
ently crowded and dangerous at the present time so that the Friendship Airport 
near Baltimore might have to be used in the interim. 

As you know our committee is very concerned about the dangerous, over- 
crowded condition of air traffic in the Washington National Airport as well as in 
other airports. 

The safety to the passengers around the Washington National Airport might be 
considerably increased if the Military Air Transport Service were removed, as the 
committee report indicates should be done, to “some other field convenient to 
Washington.” 

The fiscal year 1957 is now more than 2 weeks old and I should appreciate your 
advising me at least 1 week prior to the adjournment of Congress as to what steps 
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you have taken to carry out the House Appropriations Committee report on the 
Toe of MATS to some airport other than the Washington National Airport. 
incerely 
Danie. J. Fioop, 


CHANNEL DREDGING 


Mr. Preston. When was the last channel dredging done? We 
would like to have that in the record. 

Mr. Grirrrn. About 4 years ago. 

Mr. Preston. It silts up? 

Mr. Grirrin. Yes. 

Mr. Preston. Some places will silt up in a lot less time than 4 years, 
depending upon the nature of the place. 

Mr. Grirrin. That is right. 


MAINTENANCE AND OPERATION OF Pusiic ArrportTs, TERRITORY OF 
ALASKA 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
1. Anchorage Airport. $328, 386 $671, 106 
2. Fairbanks Airport ; 241, 849 526, 685 
3. Administration 47, 765 52, 209 


Total obligations 616, 954 
Financing: Unobligated balance no longer available.._......-- 546 


Appropriation 617, 500 | 618, 000 


Obligations by objects 





1956 actual | 1957 estimate | 1958 estimate 
ee SI ee Be 
Total number of permanent positions. --...-..........-----..--- 67 67 
Average number of all employees. - - - --- jebitl cede seed 63 

Number of employees at end of year. ---.----- ; 62 


Average salaries and grades: 

General schedule grades: 
Average salary......-..-------- Ese $5, 104 $5, 153 $5, 217 
Average grade epemmndnowedo une beh GS8-6.9 GS8-6.9 GS-6.9 
Ungraded positions: Average salary _- ; onmegmaes $6, 472 $6, 870 $6, 907 





Personal services: 
Permanent positions viene $368, 965 $373, 537 $405, 045 
Regular pay above 52-week base.....-..-.......-.-- 1, 419 1, 592 
Payment above basic rates...........----.---.------- 137, 994 134, 539 149, 321 

PGND ERODE CONVENED. 00 ctiids Jac nnder mavonccecwon= 508, 378 508, 076 555, 958 

Travel ak lillie at ceed nian bernie etn 6, 563 11, 570 16, 820 

Transportation of things---.............--- sti¥iue 6, 373 6, 638 11, 638 

Communication services. .............--.-- sbseatia SH 4, 377 4, 460 5, 020 

GOR GE RIE CUTIE on edie pee ened <beeé swerenss- 14, 203 13, 385 13, 385 

Printing and reproduction _...........--..-- ee Ect wate i dl 

Other contractual services. . ..<........-.......-......... 7, 295 1, 740 

Supplies and materials... -.-.....-- hin Mi wtnntchhn deta 61, 757 66, 461 

Equipment visammeind 4, 613 5, 670 

Grants, subsidies, and contributions: Contribution to re- 

SOU SLICE A. So SU ab he ck cba dese cde db ccccdkatambussites 

Refunds, awards, and indemnities..............--.--- 





: i itatinieoall 
Taxes and assessments 7. » 2, 120 


Total obligations..................-....------------ . 616, 954 618, 000 | 1, 250, 000 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 





appeeremtion i I a a I ta ao cies Alesis ite Selby pein $617, 500 $618, 000 $1, 250, 000 
Obligated balance brought forward___............-...-.-.---- 84, 009 43,114 42,114 
Total budget authorizations available___-_....-- mabe 701, 509 661, 114 1, 292, 114 








EXPENDITURES AND BALANCES 











Expenditures— 
Out of current authorizations. . --_-- ssa ain deawal\ iahacictabeaiianiaties 575, 344 575, 886 1, 164, 886 
Out of prior authorizations... ._.._-_-- ode opdaws ae 82, 005 43,114 42,114 
cy een xecwlehdatieas 657, 349 619, 000 1, 207, 000 
Balance no longer available: 
Unobligated (expiring for obligation)....................-. Sa A .. discngpipueraaeel 
Other __. : as ae eed 500 |__- &@ - 
Obligated balance carried forward __-__-............-.-..-.-... 43, 114 42,114 85, 114 
Total expenditures and balances... -............-----.-- 701, 509 661, 114 1, 292, 114 


Mr. Preston. The next item is ‘“Maintenance and operation of 
Alaska airports,” found on page 38 of the committee print and page 323 
of the justifications. We will insert in the record pages 323 through 
325. This represents a net increase of $606,000 over the fiscal year 
1957. What has been the revenue during the past 3 years? 

(The justification pages referred to are as follows:) 


MAINTENANCE AND OPERATION OF PuBLIc AIRPORTS, TERRITORY OF ALASKA 


Summary of requirements 


en, 20d CME WHE) <a v.scccnancaindentempienoemadctemetoone a: bike cence euneeit $618, 000 
Base for 1958___ shop sa teen och se oesiorinaradeceiaiin ep maciste aedieetibin eae oa eee aaa eee nsasiondaiad aa 618, 000 
Net difference, 1958 over 1957: 





Requirements Difference, 

. eek Lk a jincrease (+) 

| or de- 
1957 1958 | crease (—) 


estimate estimate 





Anohorage Airport... .................«<- ‘nme | $328, 386 $671, 106 | +-$342, 720 
IIIT io inna cntacainnnniccbcadnabas 241, 849 526,685 | +284, 836 





Administration __-_.-- cicaib Diadiinidaeincien ii nia adam 47, 765 52, 209 | +4, 444 
I I ib ics cn ncendmndeccinte 618, 000 | 1, 250,000 | +632, 000 632, 000 


OE EERO OF CIOII RII, BO iso clncncc cede cccendnnidanitbicnnanenon a 1. 250, 000 





ee Oe = ee ' '. Swen a ew eS ee’ ' ' <= i 





SU0T}BFI[ GO [830,], 





SPUSUISSISSE PUB SOX¥,T, 
oe oe ae oe SOJUUIEpUT pus ‘spIBAsS ‘spunjoy 
puny JUSUIEIT}01 0} WOT} 
“NqljUuoD :suoTING!Ijyu0N puB ‘serTpIsqns ‘sJuBID 
~-quomdinby 
s[eliojeu pus sejddng 
S9OTAJOS [BNYOBIYUOI 19GIO 
uoTjONpoldel pue suyyUulig 
Seo] AJos AQITIIN pus syUIzy 
SIOTAIIS UOTPBITUNUMIUIOD 
sZurq} JO uote} J0dsuvl J, 
[PARI 
2syofqo Jey10O 
920 ‘809$ QUBUVUIIIg 2S90]AJaS [BUOSIOg 





suor}sod suoj}sod suor}sod suo}}1sod suorysod suo} sod 
4800 IvTJOG | Jo Jequimu | JO sequIMU | 4800 IN][OC | JO Jequindu | Jo Joquimt | 4800 IeT[OGq | JO zequINnu | Jo sequInu 
9961 esBIOAY | UNUTXeyy OSBIOAY | UMM SSCIOAY | UINUITXCyy 
‘og “AON 
‘sooAojdug |" ——<~;7<CO : : ~_— —s wt 
S61 ‘BUNS | Lg61 ‘ayeurtysy peysn{[pe ge6t ‘enjoy 


suo1jpb190 panuyse fo iunmung 
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INCOME FROM ALASKAN AIRPORTS 


Mr. Tipprts. I have the information here, sir. In 1956, the com- 
bined revenues for the 2 airports was $888,360. The 1957 combined 
revenues were $1,011,268, and the estimate for 1958 is $1,031,268. 
This is only 2 years previous to 1958. We can provide you the infor- 
mation for 1955 if you care to have it. 

Mr. Preston. That is. all right. 

Mr. Trprers. This includes realized and unrealized revenues; the 
bulk being realized revenue. The unrealized revenue is only that 
which the Government agencies generate and we take credit for, but 
which does not appear as realized cash. 

Mr. Preston. What percentage is unrealized? 

Mr. Tippets. Let me give you the 1957 figure, sir. The realized 
revenue was $820,000. The unrealized was $191,268. 

Mr. BasnicHt. Would you like a breakdown of the revenues for 
the record? 

Mr. Preston. I believe so; ves. 

(The breakdown referred to is as follows:) 


Statement of estimated revenues 
ANCHORAGE AIRPORT 












































Source 1956 actual | 1957 estimate 1958 estimate 
Oa 0 Thal 
NINES, OEIC ee oon. weeerinkios aens phubbaoaee $81, 168 $85, 000 | $85, 000 
SNE NORDOR.. « cuecr sarah nh cotpseeascenese +e emacs 77, 498 134, 000 | 134, 000 
SpE BING OEP CONEG L555 ae inh 3 foes 3 aii 555 665435 g ps 2- see) 133, 966 141, 000 148, 000 
Landing fees_-.-----.-.-- bec comdipheieingébs seo heacsemighna ies 116, 888 121, 000 126, 000 
emmmbermee. it So2il ls call ne i ek 11, 659 11, 500 11, 500 
Parking fees. .......-.-. odniewha treet ebotenh daze be ee ierend at 4, 716 5, 500 5, 500 
EE cant suk tea etascnneecgeeensa Trach esta eaneuae 20, 544 | 25, 000 25, 000 
Resale of electrical energy_--.-....---....-------.--.-.----+----- 11, 957 40, 000 40, 000 
SE PINON diendindh. ona caunes hipds4tiewks abs nees Jer 22, 844 25, 000 25, 000 
UND. Dds didn oe GLb wclet debha ci dab eosensidbaboos somite AES, oo Fee (bs Rds 
— - aancinteeaee | alee 
Total estimated revenue, Anchorage Airport__....-..--- 483, 188 588, 000 | 600, 000 
FAIRBANKS AIRPORT 
Terminal building rental ._....:...---.-.-+------.-L.+.--------| $35, 815 | $36, 000 | $36, 000 
Gasoline and oi] sales. .....-..-.-------- PE pia. +» eatery 66, 312 | 69, 000 | 73, 000 
Semen Pees 5501 £3125. Gs ae eoakthucudedal 62, 349 | 65, 000. | 69, 000 
I ini ln dhnenondelhonmenionemiee <pvenate r 532 500 | 500 
TE. . ash sana s wos deb boGEe wad Saoeae setcactcsaconeetons 21, 235 22, 000 | 22, 000 
COON org 65 < re~ ohb se ~ 5b opis b Gina 45s ~ oad ~~ age 7, 171 7, 500 | 7, 500 
Resale of electrical energy._.--. -.--- dbbd aha s< aa abt 1, 183 5, 000 | 5, 000 
qm Petal iL. iit. sd aT) on ahh ania 21, 393 | 27, 000 | 27, 000 
RE cicddsidcendulh delete tai dhtetcndeasme atesonhipglosuitiren ‘ é | 327 . i | oui amma 
Total estimated revenue, Fairbanks Airport-----....--- 216, 317 232, 000 | 240, 000 
Total estimated combined revenue-...--..---.-.-------- 699, 505 | 820, 000 | 840, 000 
' I 
UNREALIZED REVENUE 
ID Me ncencbecbeh shone ht aennetances $164, 613 $164, 584 $164, 584 
PON EED AM PUNU 5c Ss5s. i Sok aka sctinks debited ee beonece: 24, 242 26, 684 26, 684 





DDR. ons wigan sscnpnc quays qpapsecenene~s-cncadonnanese 188, 855 191, 268 | 191, 268 
| 
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TOTAL CAPITAL INVESTMENT 


Mr. Preston. What is your total capital investment in these two 
airports? 

Mr. Trerets. They were authorized in 1948. $17 million was 
authorized for the two airports. The Anchorage Airport cost 
$11,582,000 and the Fairbanks Airport cost $5,418,000. The Ancho- 
age Airport has been in operation since November of 1951 and the 
Fairbanks Airport has been in operation since July 1951. 

Mr. Preston. What was the total figure? 

Mr. Trppets. $17 million. 

me Preston. Actually we are getting some return on our money 
then! 

Mr. Tiprets. Yes. I believe that it was the intent of the Congress 
that these airports be self-sustaining, but that they need not neces- 
sarily amortize the capital investment. They are increasing in 
revenue. However, there are some capital improvements yet needed 
which will also increase revenues. 


AIRPORT OWNERSHIP BY ALASKAN CITIES 


Mr. Preston. Why should not the cities of Anchorage and Fair- 
banks take over these airports? 

Mr. Basnieut. There are two reasons. The local law in Alaska 
requires an act of their legislature to permit the Territory, or the two 
cities, to operate the airports. Then there is the question of policy 
and intent of the United States Government as to whether we should 
transfer these airports to the cities or not. This question has been 
before the committee once or twice for attention and there seemed to 
be a feeling that we should not dispose of these airports unless we can 
do it at a profit to the Federal Government. We have not been able 
to work that out yet. 

Mr. Preston. It has been explored? 

Mr. Basnicut. Yes. 

Mr. Preston. Considerably? 

Mr. Tippxts. Yes, sir; I personally, in company with other CAA 
officials, visited the city officials of Anchorage and the Governor of 
Alaska a few years ago. While these revenue figures show these air- 
ports are self-sustaining, they are not sufficiently in a profitmaking 
class to make them more interesting to the Territory or the cities, 
to take them over. 

Mr. Preston. How many new positions are you seeking in this 
request? 

Mr. Tiprets. Just two, sir. It will increase our staff from 67 to 69. 

Mr. Preston. How many of your presently authorized positions 
are filled? 

Mr. Trrpets. I do not know factually, but I assume all of them. 

Mr. Preston. It is pointed out you have 58 filled. 

Mr. Basnieut. As of February there were 59 filled. Some of these 
jobs are hard to keep filled because of the turnover in personnel. 
Every time you take a count you are adding one or losing one. 

Mr. Tipprts. Anchorage is a very fluctuating labor market. 

‘ Mr. Preston. Do you have your 1957 obligations up to a recent 
ate? 
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Mr. Basniaut. As of the 28th of February the obligations amounted 
to $412,000. 
SEWAGE AND WATER SYSTEMS 


Mr. Presron. What about this need for $509,000 for a sewage and 
water system? 

Mr. Tiprets. That is divided between both airports. The water 
systems at each airport are inadequate for the consumption being 
made for domestic purposes and fire protection; it is necessary for 
us to build more water-supply wells and more storage facilities to 
keep on top of the needs. Both sewage-disposal systems were septic 
tanks installed when the airports were built. The community life at 
Anchorage has moved out toward the airport and the glacial silt of 
both sewage-disposal systems has congealed to the point where the 
septic tanks fill and overflow and are creating an unsanitary situation, 
aside from the fact that the capacity is not adequate. We propose 
to dump the sewage into a slough at Fairbanks. At Anchorage the 
sewage will go into the Cook Inlet so that we will have adequate 
sanitary disposal systems. 

Mr. Preston. Would any of these utility services be rendered to 
private citizens of Alaska—water or sewage? 

Mr. Basniaur. No, sir. 

Mr. Trpprts. No, sir. This is strictly for the airport use. The 
concessionaires at the airport, however, have access to water and fire 
protection. 

Mr. Preston. It is not for any suburban or residential areas? 

Mr. Trppets. No, sir. 

Mr. Preston. What is the pressing need for it? How did this 
request arise—from the complaints of local communities or from those 
in charge of the field? 

Mr. Tiprets. On our own part. We operate the field and the 
sewage disposal is a recognized deficiency of some serious proportions, 
As the airports are having greater use made of them and fire protection 
becomes more of a problem, we do need more of a water supply. 

Mr. Basnieut. There was also the factor that local sanitary 
agencies of the cities have threatened to have our airports closed unless 
we are able to do something about the sewage-disposal problem. It is 
that bad. 

Mr. Preston. Are there any questions on this item? 

Mr. Bow. Are these airfields joint military and civil? 

Mr. Basnicut. They are used for auxiliary or alternate use for 
military landings. The primary use is civil. 

Mr. Tippets. There is a National Guard unit on the field at 
Anchorage. 

Mr. Bow. The primary use is civil? 

Mr. Tiprets. Yes. 


AIR TRAFFIC AT ANCHORAGE AND FAIRBANKS AIRPORTS 


Mr. Bow. Do you have a record of the traffic of both military and 
civil at these fields? 

Mr. Basnicut. We could furnish that for the record. 

Mr. Bow. I wish you would. Also, furnish the number of regular 
commercial traffic and private flying. 

(Information requested is as follows:) 
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Aircraft operations (calendar year 1956) 


Anchorage 


29, 396 
32, 081 
53, 495 


114, 972 


Fairbanks 


15, 774 
36, 009 
9, 810 


61, 593 


Arr-NAVIGATION DEVELOPMENT 


Program and financing 


Program by activities: 
1. Research and development on airways facilities: 
Systems engineering 
b) Air navigation : 
(c) Air traffic control___..........--- 
2. Administration 


Total obligations 
Financing: Unobligated balance no longer available_...._..__- 


Appropriation 


1956 actual 


$10, 494 
177, 169 
700, 350 
153, 750 


Obligations by objects 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Number of employees at end of year.................. Sabet nundd 


Average salaries and grades: 
General schedule grades: 
Eneee a wee ee nnn nnn nnwe nee een-- Sewer enncocecee 
verage e 
Ungraded positions: Average salary 


Personal services: 
Permanent itions 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 


Total personal services 


Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
Equipment 
Lands and structures 
Grants, subsidies, and contributions: Contribution to re- 
tirement fund 
Refunds, awards, and indemnities 
Taxes and assessments 


Total obligations 


1956 actual | 


93 
ll 


1957 estimate 


$15, 000 
57,000 

1, 236, 000 
192, 000 


1, 500, 000 


Total 


45, 170 
68, 090 
68, 305 


176, 565 


1958 estimate 


1, 500, 000 


1957 estimate 


| 

118 | 
6 
114 
142 





$6, 996 
GS-9.6 
$5, 137 | 








$733, 390 


$974, 532 
24, 010 
3, 747 

4, 992° 





1, 041, 763 





3,500, 000 | 


1, 007, 281 
55, 469 





Santina e ' 


A 


‘see 


as > ae wet. tte 
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Budget authorizations, expenditures and balances 


——$——$——————— 





1956 actual | 1957 estimate | 1958 estimate 


























BUDGET AUTHORIZATIONS AVAILABLE 
Approne a ten . aniaie -----------.] $1,050,000 $1, 500, 000 $2, 000, 000 
Obligated balance brought OWE Jacai sch ives -035 199, 847 254, 623 617, 439 
Restored from certified claims account -- igiantena 749, 816 |..-..-.-. paoat 
Total budget authorizations available__._._....-___-. dove 1, 249, 847 2, 504, 439 2, 617, 439 
EXPENDITURES AND BALANCES a ¥ 
Expenditures— 

Out of curnent anthorigations.... ... 5... -..-....----i-.<4 804, 448 1, 164, 000 1, 552, 000 
Out of prior authorizations._.............-.-.- : 113, 548 723, 000 438, 000 
ated GUO. oct 4 oom op inn sonny cane 917,996 | 1, 887, 000 1, 990, 000 

Balance no longer available: 
Unobligated (expiring for obpention), sored aeveen ts enkaet ANTS xn salen mates oagiecie eee 
Other _. . d podscoue SIE Picccs st entepsicccessccetial 
Obligated balance carried forward _. b nig bbe dd db Sse 254, 623 617, 439 627, 439 
Total expenditures and balances-_................------. 1, 249, 847 2, 504, 439 2, 617, 439 








Mr. Preston. The next item is “Air navigation development.” 
That appears on page 40 of the committee print and page 335 of the 
justifications. We will insert page 335 of the justifications in the 
record at this point. 

This reflects an increase of $500,000. We would like to know first 
of all what this increase is for. 

(The justification page referred to is as follows:) 


Arr NAVIGATION DEVELOPMENT 


Summary of requirements 

















Bppedprmeon; 1967 (regular DIM) < iL. 2.0. el ee hl ih id. ck SER ROS 
Skt as choc atigtancastatnosnasarncknccabe remy minathuatsemadaireaditesmeacdanman 1, 500, 000 
Net difference, 1958 over 1957: 
Requirements Difference, 
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INCREASE IN ESTIMATE 


Mr. Martin. The increase, Mr. Chairman, is principally in the 
field of developing facilities for air-traffic control. The program, as 
you know, is funded in both the Departments of Defense and Com- 
merce, and this is a portion of an overall program amounting to 
$6 million. So, when you ask me what the $500,000 increase specifi- 
cally is for, it is a portion of the total program which is directed to 
the development of air-traffic-control and navigation facilities. 
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Mr. Preston. Well, be a little more specific with us, Mr. Martin. 
What is this related to? Why this sudden request for this increase? 
Is it related to high-altitude flying? We have been working on air- 
traffic control for a long time. There is nothing new about that 
program. Why this additional sum? 

Mr. Martin. Specifically the emphasis will be placed on the de- 
velopment of what is referred to as a semiautomatic air traffic contro] 
facility. At the present time air traffic control uses facilities which 
are not associated with automatic computating devices. In terms of 
forward-looking and improved types of facilities it is anticipated that 
the use of automatic computing equipment will be an important 
element in improving the effectiveness of air traffic control. So I 
think to clarify the need for additional development funds, it is in this 
particular field we plan to put the greatest emphasis. You will not 
find necessarily all aspects of this development in the Department of 
Commerce’s request. There are items in this request which do relate 
to the semiautomatic air traffic control facilities. 

Mr. Preston. Is the Indianapolis project under this appropriation? 

Mr. Basnigut. No, sir. It comes under the heading of ‘Operation 
and Regulation.” 

Mr. Preston. That isright. We were talking about that yesterday, 

Mr. Roruscuiip. However, the Air Navigation Development 
Board does contract with the Indianapolis center to do certain things 
in this work. 

Mr. Basnicut. Yes. 

Mr. Prue. I would like to comment on Mr. Martin’s statement. 
This question of research and development in the traffic control field 
is one that I have put particular emphasis on because one of the 


bottlenecks we have in our system today is the matter of the automa- 
tion that we must achieve if we are going to cut down our manpower 
requirements, by the use of computers. This is all tied up in this in- 
crease and it is one I do feel is entirely justified. We have to try to get 
a better display system for our controllers. 


JOINT CIVI L/MILITA RY EFFORT 


Mr. Preston. The Air Navigation Development Board proposes 
a total of $6 million, $4 million for the military and $2 million for 
the CAA. 

Mr. Roruscuitp. The Air Navigation Development Board does to 
a certain extent for navigation and communication equipment the 
same job that the CAA does for airframes and engines. ‘The amounts 
of money which have been spent for the development of navigational 
and communication equipment have been, in my judgment, totally 
inadequate over the years on the joint basis. The military has spent 
a considerable amount of money on its own. The Commerce Depart- 
ment has never had that. money to spend, so they have not done it. 
But I would hazard a guess that when Mr. Curtis’ report comes out 
it will recommend the expenditure of a great deal more money than is 
now contemplated in this activity. 

Mr. Basniaut. I think one of the greatest interests that the com- 
mittee has, evidenced over a period of time is in avoiding conflicts 
such as the issue over Tacan and VOR/DME. And it is through such 
an organization as this Board that the research effort going into the 
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traffic control system of the future can be equipped and planned on a 
basis that will avoid duplication and make the most efficient use of 
the equipment. It is to that end, as Mr. Rothschild points out, that 
Mr. Curtis may establish that this program should be strengthened. 
The present Board is doing a great deal to adapt research effort 
throughout the military organization so that our civil components can 
take advantage of it. 

Mr. Pyue. There is one last point that I would like to bring up, if 
Imay. I would like to point out that it is through the Air Navigation 
Development Board that a lot of the work with the SAGE people 
was done. This holds great promise. 


ROLE IN DEVELOPMENT OF VORTAC 


Mr. Preston. How much of a part did they play in the development 
of VORTAC? 

Mr. Pyxe. The Air Navigation Development Board? 

Mr. Preston. Yes. 

Mr. Pyue. Perhaps Mr. Martin may wish to elaborate on my state- 
ment, but the Air Navigation Development Board was given the job 
of resolving the problem between VOR/DME and Tacan, and they 
did a lion’s share of the work trying to get this situation straightened 
out. 

Mr. Roruscuiip. They did all of the technical work. 

Mr. Preston. We recognize the importance of the work, but it is a 
matter of degree and how much you can afford to do. 

Mr. Pyie. I am thoroughly aware of that. 


SALARIES AND OTHER EXPENSES 


Mr. Preston. I think we understand the program well enough. 
We have gone into it very thoroughly in previous years. How many 
employees has the Board at present? 

Mr. Martin. 22. 

Mr. Preston. How much have you obligated to date? 

Mr. Basniacut. $735,000. 

Mr. Preston. Out of $1,500,000? 

Mr. Basnicut. Yes. 

Mr. Preston. Where is the rest going to be obligated, in con- 
tractual work? 

Mr. Basnicut. Yes. 

Mr. Preston. How much of this appropriation is for other objects? 

Mr. Basniaut. $1,500,000 virtually. 

Mr. Preston. Does that include contracts made with other people? 

Mr. Martin. I am afraid that I did not understand the first part of 
your question. 

Mr. Preston. There is $1,500,000 in other objects. Are the 
services that you contract for included in that? 

Mr. Martin. Yes. 

Mr. Preston. Nearly everything is done on a contractual basis; 
is it not? 

Mr. Martin. That is correct. 

Mr. Basnicut. $745,000 is accounted for as other objects; however, 
the work is accomplished on a project or contract basis. 


370. 


Mr. Preston. Give us a breakdown on how you spend your money, 

Mr. Martin. There is a breakdown on the projects on page 336. 

Mr. Basnicut. Would you like a breakdown by other objecta? 

Mr. Preston. I think that we will have to refer to the sustifications 
for whatever additional information we may need, and to the com- 
mittee print on other objects. 

The committee is quite familiar, however, with this program. We 
have been dealing with it for a number of years. 


ADMINISTRATIVE EXPENSES 


Mr. Bow. Before you adjourn the meeting, there is a substantial 
increase in administration. I think, Mr. Chairman, we might have 
some explanation of the administrative costs here. They seem rather 
high to the total budget. There is an increase of $63,000 in ad- 
ministration. 

Would you explain the administrative costs? 

Mr. Martin. I would like to make a brief statement on this increase 
in administrative costs. 

The administrative funds of the Board are all within the request of 
the Department of Commerce. There is no Department of Defense 
fund for administration of the Board. The increase in the adminis- 
tration funds of $63,000 over the $192,000 level for 1957 is required 
principally to augment the staff to a level adequate to give guidance 
to the total $6 million program involved in the development of the 
common system, and to plan a long-term program. We are a planning 
organization. In order to handle the increased effort on development, 
a larger staff is required. We contemplate an increase of about three 
technical people. 

Mr. Bow. Is your administrative cost about 15 percent? 

Mr. Martin. Of the $6 million? 

Mr. Bow. Of your $2 million? It is about 14 or 15 percent of your 
$2 million; is it not? 

Mr. Martin. Yes; about 12 percent. 

Mr. Bow. Do I understand that the Department of Defense pays 
no part of the administrative cost? 

Mr. Martin. No part of the administration. This is in accordance 
with the charter of understanding between the Department of Defense 
and the Department of Commerce. 

Mr. Prue. Mr. Bow, so that there will be no misunderstanding, the 
Department of Defense does add roughly $4 million, exactly $4 million, 
so that the administrative burden is really on $6 million and not 
$2 million. 

Mr. Bow. Now, how many more employees will you add with this 
increased administrative expense? 

Mr. Martin. We would contemplate three technical people, sir. 

Mr. Basnicur. And $13,000 of the $63,000 increase is for the 
payment of the Government’s contribution to the retirement fund. 

Mr. Bow. Who makes up this Board? 

Mr. Roruscnuinp. There are two members of the Board, the 
Assistant Secretary of Defense and myself. 

Mr. Bow. That is the Board? 

Mr. Roruscuivp. That is the Board. 
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NEED FOR REVIEW BOARD TO COORDINATE ACTIVITIES OF DEPARTMENT 
OF DEFENSE AND CAA 


Mr. Bow. I would like to just make this observation at this time: 
I think this is a splendid operation and I think that you ought to have 
coordination between the Department of Defense and the CAA. It 
seems to me that it strengthens my position. Except for a few hours 
every year this committee is blacked out of what is going on. I in- 
troduced legislation last year to create an advisory board on which 
members of the legislative committee and the Appropriations Com- 
mittee would be members. On an item as important as this item 
is to the Nation, it seems to me unfortunate that members of this 
committee who are called upon to make these great appropriations 
do not have better knowledge of what is going on in this whole field. 
I hope that the executive branch will reconsider their opposition to 
the creation of a committee made up of interested parties to review 
this work, not to direct it, and who would be kept in touch with what 
is going on so that we are not faced with this question every year of 
coming to a committee meeting and spending a few hours not knowin 
the full story. You people have been very good about coming up an 
talking to us and letting us know, but I still feel that we just do not 
have the information to do as good a job on these appropriations as 
we should. 

I have now put in my plug for my legislation, which I think would 
be good and helpful to you people. We should know a little more 
about what these programs actually are. 

That is all. 

The committee will stand adjourned until 2 o’clock. 





Monpay, Marcu 18, 1957. 

Mr. Preston. Mr. Laird, who was necessarily absent from this 
committee while attending another subcommittee hearing when the 
CAA testimony was taken, has requested that he have three questions 
answered and included in the CAA testimony. 

There being no objection to that, we will request the CAA to provide 
the answers for these three questions in the record. 

(The questions and answers thereto are as follows:) 


PRECERTIFICATION BY CAB BEFORE CAA APPROVAL OF PROJECTS UNDER 
FEDERAL-AID AIRPORT PROGRAM 


. Does the CAA approve projects under Federal Airport Act for 
oon ing or building airports for scheduled air service before such 
service is certified by the CAB? 

(The answer is as follows:) 


1. In preparing the annual revision of the national airport plan and in approving 
projects under the Federal-aid airport program, the CAA considers all factors of 
aeronautical demand, existing and forecast. Airline service is one of the factors 
eonsidered in studying aeronautical demand in those communities certificated 
for scheduled service by the Civil Aeronautics Board. The CAA does not attempt 
to forecast the actions of the CAB, however, and hence the CAA does not con- 
sider airline service as an aeronautical demand factor in a community which has 
not been certificated by the CAB. 
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A community may qualify for an airport to serve air commerce (common car- 
riers engaged in air transportation, i, e., scheduled and large irregular carriers): 
(1) a it is permanently certificated for scheduled service by the Civil Aeronautics 

oard. 

(2) If it is temporarily certificated for scheduled service by the Civil Aero- 
nautics Board, the decision of the CAB that such community requires scheduled 
service justified its inclusion in the national airport plan (and hence eligible to 
receive Federal aid) for the duration of such certificate. 

(3) If it is not certificated by the Civil Aeronautics Board, but 

(a) It has a high volume of nonscheduled airline traffic. 

(b) An intermediate field is needed in the community to'serve the Federal 
airways. In accordance with present standards, intermediate fields should be 
placed at intervals of approximately 200 miles.so that a scheduled air carrier 
aircraft will never be farther than 100 miles from a suitable airport along its 
route. Along most of the Federal airways system, eligible airports to serve 
air commerce occur at intervals sufficient to reduce the need for intermediate 
fields. Where eligible airports are not spaced sufficiently close to meet Civil 
Air Regulations requirements, a nonqualifying community may be justified 
as requiring an intermediate field. 

Close liaison is maintained between the CAA and the CAB. As soon as the CAB 
has certificated a community for scheduled service, amendment of the current 
national airport plan to indicate that the community requires an airline-type 
airport is virtually automatic, thus making the community eligible to receive 
Federal aid for such an airport. 


CLEAR ZONE STANDARDS REQUIRED FOR QUALIFYING FOR FEDERAL AID 
FUNDS 


2. What clear zone standards does the CAA expect to ask sponsors 
to meet in qualifying for funds in the coming fiscal year? 
(The answer is as follows:) 


2. The policy of the CAA in regard to runway clear zones has been to require 
ownership or control of areas adjacent to the ends of runways. This policy is 
currently under review and a draft containing several modifications has been 
circulated for industry comments. This draft, which is more liberal than the 
policy which has been in effect since 1955 proposes to modify the policy so that 
it will encompass the following points: 

(1) The Federal Airport Act places responsibilities on the CAA in regard to 
airport approaches, in its administration of the Federal-aid airport program. 
The act contemplates that a sponsor shall have sufficient interest in and contro} 
of land areas to assure that the facilities of the airport will be accessible and 
available to its users. Section II of the act specifically provides that 

‘As a condition precedent to his approval of a project under this act, the 
Administrator of Civil Aeronautics shall receive assurances in writing, satisfac- 
tory to him that— 

““(3) The aerial approaches to such airport will be adequately cleared and pro- 
tected by removing, lowering, relocating, marking, or lighting or otherwise miti- 
gating existing airport hazards and by preventing the establishment or creation 
of future airport hazards.” 

(2) Technical Standard Order N18 establishes certain safety standards, particu- 
larly in regard to airport approaches, 

(3) Approaches that are clear of obstructions are an essential factor to the safe 
and efficient operation and utilization of airport facilities. 

(4) The most critical area in airport approaches is that portion near the end 
of the runway where normal objects and structures must be considered as obstrue- 
tions since they project above the approach surface prescribed by TSO-N18. 
These critical areas are defined as clear zones. 

(5) In these areas, it is the CAA policy to require sponsor control sufficient to 
insure the unobstructed passage of aircraft. he maximum control required 
under such policy will be that gained by an avigation easement. Greater prop- 
erty interest, however, will be eligible under the Federal-aid airport program if 
the sponsor chooses to acquire it. 

(6) The policy will be applied with discretion and with wide latitude for devia- 
tions. 
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Industry comments on this draft of a proposed policy change are currently 
under consideration. While some changes might be made before final adoption, 
the revised policy will not contain any more restrictive provisions than those: 
contained in the draft which was circulated for comment. 


RECOGNITION OF AIRPORT ZONING PROTECTION UNDER STATE LAWS 


3. Do you recognize airport zoning protection under various State 
laws? 

(The answer is as follows:) 

3. The CAA endorses and encourages the adoption of effective airport zoning 
protection under the State police power as a means of protecting the area around 
the airport from the erection or creation of obstructions. In this regard, the 
CAA, in cooperation with the National Association of State Aviation Officials 
and the National Institute of Municipal Law Officers, has prepared model legisla- 
tion for adoption by the States to enable political subdivisions to zone against 
airport obstructions. It has also developed a model local ordinance to establish 
height limitations around airports. Most States have adopted enabling legisla- 
tion following the CAA-NASAO-NIMLO model act. The CAA actively encour- 
ages political subdivisions to adopt airport zoning ordinances and furnishes tech- 
nical advisory service, upon request, in the development of such ordinances. 

In runway clear zone areas, however, which are the portions of runway approach 
areas immediately adjacent to the ends of runways where normal objects such as 
houses, trees, pole lines, etc., would constitute obstructions, the effectiveness of 
height-limitation zoning is subject to question. In such areas the prevention of 
obstructions to air navigation by the adoption of height-limit regulations with- 
out compensation under the State police power, sometimes referred to as airport 
zoning, is not considered legally feasible where and to the extent the height limit 
prescribed is so low as to prevent the normal use of the property to which it 
applies. 


Fripay, Marcu 15, 1957. 


MARITIME ACTIVITIES 


WITNESSES 


LOUIS 8. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRA- 
TION 

CLARENCE G. MORSE, MARITIME ADMINISTRATOR 

BEN H. GUILL, MEMBER, FEDERAL MARITIME BOARD 

THOMAS E. STAKEM, JR., MEMBER, FEDERAL MARITIME BOARD 

WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR 

H. M. HOCHFELD, CHIEF, OFFICE OF GOVERNMENT AID 

L. C. HOFFMAN, ACTING CHIEF, OFFICE OF SHIP CONSTRUCTION 
AND REPAIR 

H, E. STEFFES, CHIEF, OFFICE OF PROPERTY AND SUPPLY 

LOYAL C. FISHER, BUDGET OFFICER 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The committee will come to order. 

The next item for our consideration is the request of the Maritime 
Administration. That request is found on page 62 of the committee 
print and page 750 of the justifications. We will insert in the record 
pages 753 through 755 of the justifications. 

(The pages referred to follow:) 
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Mr. Preston. We shall*be glad to have the Administrator make 
a general statement at this time. 


GENERAL STATEMENT 


Mr. Mors. Gentlemen, my name is Clarence G. Morse, I am 
Chairman of the Federal Maritime Board, and Maritime Adminis- 
trator. 

In addition to myself we have the other two Board members 
resent, Mr. Ben Guill and Mr. Stakem. Mr. Guill is not going to 
e able to stay with us during the entire session because of a prior 

commitment. We also have members of our staff present to answer 
specific questions that may arise from time to time. 

The past year has brought many significant developments to the 
United States merchant marine. Among the most important of 
these have been the upswing in ship construction, particularly in the 
building of tankers, the generally prosperous year for the ship oper- 
ators, the acute shortage of cargo ships and tankers developing in 
the late months of 1956, and the highly gratifying results of our 
Liberty conversion and engine improvement program. 

I believe the Maritime Administration can take some pride in the 
fact that the American merchant marine was capable of meeting the 
demands placed upon it in the past year. It has been proven once 
again that a healthy active merchant fleet under the American flag 
is essential to our national welfare and that the aims, policies, and 
systems set forth in the Merchant Marine Act, 1936, as amended, 
establish a sound basis for achieving this end. 

Incidentally, I might comment at this point that as of January 31, 
1957, there were 95 ships under construction or on order in United 
States shipyards. Orders for 30 additional ships are expected shortly 
due to approvals in principle under our trade-out and build. 

These additional 30 include 26 tankers, 3 bulk carriers, and 1 
dry-cargo ship. 

I would like to summarize as briefly as possible our major program 
objectives and fiscal requirements for fiscal year 1958. 


SHIP CONSTRUCTION 


Our amended request for ship-construction funds in fiscal year 1958 
totals $94.5 million. This total includes $78.5 million for the payment 
of construction-differential subsidy under the _ ship-replacement 
program, $6 million for the acquisition of ships replaced by new con- 
struction, $8 million for research activities, including the conversion 
of a reserve fleet vessel and $2 million for administrative and ware- 
house costs of this program. 

The appropriation request submitted by the President provided 
$120 million for ship construction, of which $104 million was for the 
payment of construction subsidy in the ship-replacement program. 
Developments since the preparation of that request lead us to believe 
that the passenger ship scheduled for construction by American Pres- 
ident Lines will be deferred until after July 1, 1958. On the other 
hand, one of the ore carriers originally scheduled for construction 
during fiscal 1959 will in all probability reach the contracting stage 
during fiscal 1958. It is, therefore, possible to delete from the original 
estimate the $32 million request for the American President Lines’ 
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powes ship and to substitute in the 1958 contracts an ore carrier 
or the Central Gulf Steamship Co. at the cost of $6.5 million to pro- 
vide a net reduction in the appropriation request of $25.5 million. 


SHIP-REPLACEMENT PROGRAM 


We have not relaxed our efforts to accomplish the long-range ship 
replacement program. A specific contractual commitment to replace 
existing ships has been a positive requirement for any new or renewal 
operating-subsidy agreement. At the present time there are, in 
existing subsidy contracts or in other agreements, commitments for 
the construction of a total of 204 ships for the subsidized services. 
The operators have fulfilled their requirements under this obligation 
for 32 of these ships, leaving unfulfilled commitments for 172 ships. 

Of the 32 replacements already under way, 28 have been accomp- 
lished through the purchase of Mariners and 4 are being accomplished 
by new construction now under way. We are assured of contracts 
for the construction of at least 21 additional new ships before June 30, 
1958. I would like to identify these ships by operator and set forth 
the present estimate of the contracting data. 

The subsidy contract with American Export Lines requires this 
company to contract for the construction of four ships. A formal 
application for construction subsidy on these four ships was submitted 
on October 8, 1956. We expect to solicit bids on these ships by June 
15, 1957. A 60-day bidding period will permit opening of bids about 
August 15 with the contract award about 45 days thereafter or about 
September 30, 1957. The estimated cost to the Government for these 
4 ships is about $19 million. 

The existing subsidy contract with American President Lines re- 
quires this company to construct two combination passenger-cargo 
vessels as replacements. Preliminary plans for these ships have been 
approved by the Board and we expect to issue the invitation to bid 
by July 1, 1957. The award of contract should be made by November 
1, 1957. The Government cost for these ships is estimated to be 
$19 million. 

The Lykes Bros. Steamship Co. is obligated to construct five new 
cargo ships as a condition to approval of a voluntary deposit. Many 
difficult problems have been encountered in connection with these 
ships, but all major questions have now been resolved excepting one, 
and we expect to be in position to award the contract for construction 
by September 30, 1957. The estimated Government cost for the 5 
ships is $23 million. 

The Moore-McCormack Lines has made formal application for aid 
in construction of seven cargo ships. Preliminary plans for these 
vessels are now being reviewed and we expect to award a construction 
contract by November 1, 1957. Government cost for the 7 ships is 
estimated at $34 million. 

The Central Gulf Steamship Co. has submitted an application for 
aid in the construction of a bulk carrier for operation in worldwide 
trade. The plans and specifications for this ship are now being re- 
viewed by the Navy and we expect to award the contract for construc- 
tion early in July. The Government’s share for the construction cost 
is estimated at $6.5 million. This is a 26,000 deadweight ton bulk 
earrier. 
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The Ore Transport Co. has applied for construction subsidy aid on 
one combination ore carrier-tanker. Bids have been received and are 
now being reviewed by the company with respect to financial consider- 
ations and we expect to be advised very shortly as to whether construc- 
tion will be initiated: The Government cost for this ship is estimated 
at $7 million. . This vessel is 45,000 deadweight tons. i 

The United States Lines has applied for construction subsidy aid to 
replace the S. S. America with a sister ship to the S. S. United States. 
As indicated in the justification material, bids have already been 
solicited on the cost of construction of this ship. The original date 
for the opening of bids was established at January 31. It has been 
necessary to postpone the bid opening date until March 21, 1957, to 
permit some of the shipyards to obtain adequate price data from 
suppliers or subcontractors. Because of this postponement we do not 
yet have firm costs for construction of the replacement ship, but if the 
committee so desires we will furnish such data as soon as possible after 
the revised bid opening date. 

For purposes of the budget estimate, the present cost of a sister ship 
to the United States was estimated to be $106 million. Defense fea- 
tures were estimated at $26 million leaving a cost of the commercial 
ship at $80 million. Construction subsidy is estimated to be 45 per- 
cent of this amount or $36 million. The total cost to the Government 
including both subsidy and defense features is therefore estimated to 
be $62 million. 

The total cost for construction subsidy and defense features on these 
21 ships is $170.5 million. Uncommitted funds are available from 
prior year appropriations in the amount of $92 million, leaving an 
additional appropriation requirement of $78.5 million. In terms of 
specific ships this requirement of $78.5 million represents the replace- 
ment for the America, 1 ore carrier, and 2 cargo ships. In view of the 
potential existing for the construction of 26 other ships, however, I 
would like to have it understood that substitutions of other replace- 
ment ships may be made as circumstances warrant. 

Now, at this point I would like to mention that we have been in 
discussions with the Navy in recent days, and while it has not been 
finalized, they have indicated to us that for all dry-cargo ships in 
excess of 9,000 deadweight tons, as a condition for their approving 
rom for construction subsidy, they want an operating speed of 20 

ots. 

This is a matter which may delay the awarding of the contract for 
the Lykes ships. That was why I mentioned earlier that there was 
one condition which may delay this program, but other than that, the 
Lykes ships are all approved. 


ACQUISITION OF REPLACED SHIPS 


Our request for funds in this appropriation includes $6 million for 
the acquisition of ships replaced by new construction. We anticipate 
that operators will find it necessary to trade in their old ships in order 
to obtain part of the necessary capital to offset the cost of construction. 
We expect there will be a total of 21 used ships turned in at an average 
cost of $1,250,000 per ship fora total cost of acquisition of $26 million. 
There are available uncommitted funds from prior year appropriations 
totaling $20 million and therefore an additional $6 million is required 
to carry out the program in 1958. 
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RESEARCH AND DEVELOPMENT 


The budget estimate provides $8 million for research and develop- 
ment activities during fiscal 1958. his includes $5 million for the 
conversion of a reserve fleet vessel, $2 million for nuclear research and 
$1 million for other continuing research activities. The members of 
this committee are familiar with our progr am. for the experimental 

conversion of Liberty ships The first phase of this experimental 
program has been completed in that it has been already demonstrated 
it is feasible to convert the 10-knot Liberties into 15-knot ships in 
mass numbers should the need arise. The success of the program 
with respect to engine impr oveme nt demonstrates the potential values 
to the Nation and to the shipping industry. The greatest bar to 
rapid improvement in ship design and engineering is the prohibitive 

cost of building a complete new ship. A private s shipowner cannot 
afford to risk the capital required to build a complete new ship simply 
to test a new powerplant. The Maritime Administration however 
can readily make use of the existing reserve fleet ships for such experi- 
mentation. In this way we not only advance the art of ship design, 

but improve the quality of the reserve fleets by having imme diately 
available a ship of greater power and greater speed. The funds 
requested for 1958 will provide for the sixth such conversion and 
contemplate the use of an open-cycle gas turbine and equipped with 
an afterburner providing approximately 8,000 shaft horsepower. 


INDUSTRIAL PARTICIPATION 


At this point I would like to mention the fact that the industry has 
participated on the last two ships that we have converted, namely, 
the William Patterson, which is a free-piston engine, and the John 
Sergeant, which is a gas turbine. On the John Sergeant, which is under 
general agency to the United States Lines being operated for MSTS, 
the United States Lines put a crew of engineers in the General Elec tric 
plant at Schenectady for about 6 months during the time the gas 
turbine was being fabricated, and also had this same crew of e igineers 
abroad the vessel while the gas turbine was being installed so that 
these men would be completely familiar with the construction and 
operation of this gas turbine. 

Likewise, on the free-piston engine, the Lykes Bros. Steamship Co., 
which is named the agent for that vessel also had a crew of engineers 
at Cleveland, where the free- -piston engine is being manufactured by 
General Motors. 

So, here is industry providing some benefits to our program so that 
they will, along with the Government, participate in these ventures. 

Other operators have come to us, particularly on the gas turbine, 
which is now in operation, and asked that they be permitted to put 
engineers aboard this gas turbine vessel so they can become familiar 
with the gas turbine unit. They think it is a very fine powerplant, 
and they may want to use this powerplant in their new construction. 

The nuclear research program for which $2 million is requested as 
the Maritime Administration’s share is being carried out jointly by 
Maritime and the Atomic Energy Commission. While there is no 
question as to the technical feasibility of using nuclear power for the 
propulsion of merchant ships, much additional research is necessary 
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to develop economic feasibility and to provide the required shoreside 
facilities for fuel handling, ship maintenance, training and other 

safety considerations. It is expected that the Atomic Energy Com- 
mission will provide funds for the study, design and development 
of reactor systems and that the Maritime ‘Administration will fund for 
the design, development and construction of ships, related shore and 
training facilities and certain portions of the auxiliary equipment. 
Other research funds requested in the amount of $1 million are 
generally for continuation of the several research programs carried on 
in past years including support of the Ship Structure Research 
Committee, model basin tests, component development, advance 
design studies and cargo handling research. We consider this activ ity 
of primary importance, and the funds requested provide for only the 
minimum of research essential to well-balanced merchant marine. 

In this regard I would like to mention that several weeks ago we 
called in five people to give us guidance on how we should proceed 
with our research activities. These included Dr. Astin from the 
Bureau of Standards, Dr. Hafstadt, who is now with General Motors, 
but who used to be with AEC; Admiral Cowart of the Coast Guard, 
Admiral Cochrane, and Dr. Weldon who is a research analyist, I would 
say, presently employed by the Matson Steamship Co. 

So, we are not going into this thing blindly, but we are secking the 
guidance of people who are experts in this sort of activ ity generally. 


ADMINISTRATIVE EXPENSE 


As indicated in the justification material, no funds are included in 
our regular administrative expense activity for the costs of professional 
and technical personnel required by the new construction program. 
We have included funds for this purpose under the ship construction 
appropriation in order to correlate requirements with actual construc- 
tion and to reflect the total costs at the time the appropriations for 
construction are under consideration. Total administrative and re- 
lated costs for the construction proposed in this estimate are estimated 
to be $2 million for the life of the program. It is anticipated that 
$500,000 of this amount will be expended in fiscal year 1958 with the 
balance remaining available for continuing costs in subsequent years. 

The appropriation language proposes a limitation of $2.2 million on 
the amount which may be expended for this purpose during 1958. 
This figure includes $1.7 million for administrative expense pertaining 
to construction authorized in prior year appropriations in addition to 
the $500,000 from the 1958 appropriation. 


OPERATING-DIFFERENTIAL SUBSIDIES 


™ Our request for the operating-differential subsidy payments in 1958 
is $120 million; a reduction of $4 million from the 1957 appropriation. 

The merchant ship operators enjoyed a generally profitable year in 
1956. Ship travel across the Atlantic exceeded 1 million passengers 
for the first time in 26 years. The volume of foreign trade set new 
records in both imports and exports. The Nation’s exports increased 
nearly 20 percent over 1955 while imports increased almost 12 percent. 
All indications point to continued profitable operations of merchant 
ships in 1957. The increased need for shipping capacity reached 





381 


minor emergency proportions with the closure of the Suez Canal and 
the increase in ship requirements for coal and grain cargoes. The 
subsidized operators who provide berth service on the essential trade 
routes shared to a substantial extent in this general prosperity. This 
fact is reflected in our estimate of fund requirements for operating- 
differential subsidy payments in fiscal year 1958. 

Although the amount by which American-flag operating costs ex- 
ceeded foreign-flag costs increased in 1956 over 1955 by about $9.3 
million, the “recapturable excess profits increased by $10.7 million, 
resulting in a net decrease in subsidy payable of $1.4 million. This 
same high level of recapture is reflected in the estimate of amounts 
payable in 1956, 1957, and the first half of 1958 although the amount 
payable will increase somewhat due to the greater number of voyages. 
Also reflected in this estimate is the fact that we are virtually current 
in the caleulstion of subsidy rates and are making substantial progress 
in reaching final settlements for the earlier years of postwar subsidy. 

Approval of the amount requested in fiscal 1958 will permit us to 
maintain payments on a current basis with the amount of earned 
subsidy remaining unpeid reflecting only normal holdbacks pending 
final audits of operators’ accounts and the normal lag in the sub- 
mission of vouchers. 

Our request under this appropriation also includes a proposal to 
increese the limitation on the number of voyages which may be under 
contract. The total of the maximum subsidizable voyages under 
existing contracts is 1,815. An additional 331 voyages is required 
for applications from 5 new operators for operating subsidy contracts 
which we expect to become effective before the end of fiscal year 1958. 
The total of the maximum voyages permissible under all contracts is 
expected to be 2,146 requiring an increase of 106 over the present 
limitation of 2,040. 

Provisions for a sufficiently high limitation to include al! of theso 
applications does not necessarily indicate approval prior to comple- 
tion of all required hearings and determinations by the Board. An 
adequate number of voyages should be reflected in the limitation, 
however, to permit the Board to approve these contracts in the event 
the applicants meet all of the standards established by the act and it 
is in the public interest to do so. 


SALARIES AND EXPENSES 


The appropriation “Salaries and expenses” for which we are re- 
questing $15,850,000 includes funds for the regular staff required to 
administer the programs of the Federal Maritime Board and the 
Maritime Administration, the maintenance and preservation of the 
4 reserve shipyards, the operation of 5 warehouses used for the storage 
of marine equipment, the standby maintenance of an inactive training 
station at Alameda, Calif., and the preservation of approximately 
2,000 ships in our 8 reserve fleets. 

Of particular significance in this appropriation is the fact that of 
the approximate $1 million increase in funds requested, $686,000 repre- 
sents mandatory payments to the civil service retirement fund as 
required by Public Law 854, 84th Congress. 
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ADMINISTRATIVE EXPENSES 


The estimate of $7,470,000 for the administrative expense activity 
provides for an increase of 84 positions over the current staff. These 
additional personnel are required to more expeditiously handle a sig- 
nificant expansion in workload brought about by additional applica- 
tions for operating subsidy, revisions of sailing schedules, additional 
sailings on essential trade routes, and the interest now being shown in 
vessel replacement as a result of approaching obsolescence of the 
merchant fleet. All of these factors have not only affected the work 
of the offices immediately concerned with contract administration 
but all other offices of the agency. Funds have also been included 
in the estimate for a job evaluation study designed to appraise existing 
level of wages for officers and crews aboard American-flag vessels as 
recommended by the Committee on Merchant Marine and Fisheries 
of the House of Representatives. 


SHIPYARD AND WAREHOUSE FACILITIES 


The estimate includes $629,100 for maintenance of reserve ship- 
yards; $829,100 for maintenance and operation of warehouses; and 
$71,800 for maintenance of a reserve training station. The funds re- 
quested will permit continuation of the existing staffs at the reserve 
facilities and provide for a limited number of maintenance and repair 
projects required for the protection of valuable machine tools and 
equipment and to prevent accelerated deterioration of buildings. 


RESERVE FLEET 


The estimate of $6,850,000 for reserve fleet expenses reflects a re- 
duction in the preservation force due to liquidation in 1957 of back- 
logged preservation work which had developed over the past several 
years. The staff planned for 1958 is the minimum required to keep 
the work at the fleets on a current basis. Funds have been included 
in the estimate to cover the shifting of vessels in the Suisun Bay fleet 
to deeper water to avoid a silting condition that is making it increas- 
ingly difficult to handle the ships in the fleet. 


MARITIME TRAINING 


Our request in 1958 for this program totals $2,585,000 which is 
an increase of $444,300 over the base requirement after deducting 
certain nonrecurring items and savings resulting from a change in the 
method of feeding the cadets. 

This is the first budget estimate submitted since the enactment of 
Public Law 415 of the 84th Congress, which established the training 
academy at Kings Point as a permanent institution. In past year, 
repairs to the physical properties and the installation of training equip- 
ment have been held to less than the amount required for adequate 
maintenance pending a determination as to the permanency of the 
institution. ‘The congressional Board of Visitors tiie noted this fact 
for the past several years and has repeatedly urged that more funds 
be made available. 

With the clarification of the status of the Academy it becomes 
important that immediate steps be taken to assure proper and adequate 
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maintenance of the Academy grounds and buildings. A total of 
$137,200 is included for special repair projects in this estimate. The 
amount needed for complete restoration and repair is much in excess 

of the funds requested. We have held the request to this amount by 
including only the most urgent items and by providing for only partial 
repair or replacement in all cases where the item is susceptible to 
phasing over a period of more than 1 year. 

Another major increase resulting from the enactment of Public Law 
415 is approximately $82,000 in additional requirements for the pay- 
ment of uniform allowances. The allowance of $200 per per cadet 
granted in past years has not been adequate to cover all costs and the 
cadets have been required to supply the balance from personal funds. 
In order to comply with the proviso of the act which states that the 
Academy will furnish all uniforms and textbooks, it has been necessary 
to increase the allowance per cadet from $200 to $300 per annum. 

Also reflected in the amount of the increase is approximately $71,000 
for the payment of the Federal contribution to the civil-service 
retirement fund pursuant to Public Law 854, 84th Congress. This 
item is included for the first time and while it requires an increased 
appropriation it is not an actual increase in program costs. 

Funds are requested to permit the addition of 16 new positions to 
the Academy staff. The additional amount required for this purpose 
is $90,000 which will provide 12 teac hing positions and 4 positions in 
the operational complement. These positions are required to alleviate 
the excess teaching workload and to provide services considered 
essential for an institution meeting established academic standards. 

The balance of the increase, totaling approximately $64,000 results 
from a variety of items including longevity i increases for the existing 
staff of uniformed personnel, increased average cadets attendance, the 
replacement of operating and training equipment and the pure hase of 

maintenance and repair materials. 

The increase in average cadet attendance results from our program 
initiated in 1955 directed toward a goal of 200 graduates per year. 
Until the first class enrolled under that program graduates, whic +h will 
be in 1959, there will be a slight increase in average attendance each 
year. After graduation of that class, average enrollment will stabilize 
at approximately 700 cadets in attendance ‘at the Academy. 


STATE MARINE SCHOOLS 


The estimate of $660,000 for this program in 1958 is the same as 
the amount appropriated for fiscal 1957 and reflects a continuation of 
the program at the same level. The estimate is based on the assump- 
tion that the four State academies will have a total enrollment of 
675 cadets eligible for per capita grants out of a total quota of 710. 

Mr. Preston. Thank you, Mr. Morse. Your statement covered 
your subjects well. 

Mr. Shelley, do you have any questions? 


SHIPS UNDER CONSTRUCTION 


Mr. SHetiny. Mr. Chairman, I would like to ask Mr. Morse further 
about a remark in the early part of his statement where he refers to 
the ships under construction. 


89841—57——-25 
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I have forgotten the figure which you used, Mr. Morse. 

Mr. Morss. 95 ships are under construction or on order. 

Mr. Suetiey. What types of ships are they, and how many are 
under construction, and how many are on order? 

Mr. Morse. They are predominantly tankers, although Maritime 
is building a few dry-cargo vessels for the Navy. 

Mr. SHetitey. Can you give us the number of dry-cargo vessels 
being constructed? 

Mr. Morse. That is not in excess of six. 

Mr. Suetiey. The dry-cargo vessels are not in excess of six? 

Mr. Morse. No, sir. 

Mr. Suetiry. That would leave how many tankers now under con- 
struction? Let me put it this way, then, Mr. Morse: 

Can you supply for us before Monday, or by, say, on Monday at 
the latest, a list of the tankers that are under construction, where they 
are being constructed, the deadweight tonnage of the vessels, and for 
whose account; that is, the company that is involved? 

Mr. Morss. Yes, sir; we will be happy to supply that. 

Admiral Forp. I have the list here of January 1 of all the ships 
under construstion, which I would be glad to furnish now if you would 
like. 

Mr. Sueixey. All right; that is fine, Admiral. 

Admiral Forp. That is the written, monthly report. 

I think there should be a later one ready, and | will check on that 
as soon as I get back to the office. 

(The information has been supplied to the committee.) 

Mr. SHetiey. Now, may | ask this general question: 


TANKERS UNDER CONSTRUCTION FOR COMPANTES OPERATING ALSO 
UNDER FOREIGN FLAG 


Are any of these tankers under construction for companies that are 
also operating tankers under foreign flag? 

Mr. Morse. Yes, sir. 

Mr. SHenitey. How many? It may be denoted on the list, or ean 
you give us a list? 

Mr. Morse. We will be glad to supply that information. 

Mr. Morse. In addition, there are tankers that are on order for 
foreign operation and foreign ownership. I think that number is 26. 
Whether they are all under construction or part under construction 
and part under contract I do not know. 

Mr. Suetcey. Thank you. 

Mr. Morse. We will supply the identities for you before Monday 
noon. 

Admiral Forp. This list gives the identity, but it does not show 
those that also operate foreign flags. 

Mr. SHetiey. | would like a breakdown, in what vou give me, of 
where the tanker is being constructed. 

Admiral Forp. That is in that list, sir 

Mr. Sueiiey. Off the record. 

(Discussion off the record.) 

Back on the record. 





a. ‘ee ae a ee 


0 


re 


Nn 


385 


Show me the number of vessels that the company may be operating 
under foreign flag. 

Mr. Morse. We will do that. 

(The information requested is as follows:) 


Oceangoing commercial type ships under construction and contract as al Jan. 31, 1957 


Summary Construction | Construction rotal 
not started started 

Tankers: 
Private 70 | 10 80 
Foreign flag 25 1 26 
United States flag- 45 9 54 
Government aceount 1 | } 5 
Navy 4 t 
Maritime l l 
Total, tankers. 71 14 85 
Cargo ships: Government account, Navy | 4 t 
Passenger/cargo ships: Private, United States flag ] { 

Special type ships: 

Private, United States flag l 1 
Government account, Navy I 1 
| 1 2 
Total ; ea 73 22 05 


The following tabulation is a detailed breakdown of the 95 oceangoing com- 
mercial type ships under construction and contract as at January 31, 1957. This 
tabulation indicates that four of the companies are engaged in foreign-flag opera- 
tions. These are the only ones recorded in Lloyds Confidential List as owning 
foreign registered ships under the company names listed. It is probable that 
corporate affiliates of some of these companies operate ships under foreign flags. 
Complete data in this respect is not available without an extensive study. 





Bethlehem Steel Corp., Quincy, 
Mass.: 
Astral Comp. Nav. S. A 
Bahama Marine 8. A 
Charles Kurz & Co., Inc....-- 
Colonial Tankers... _- 


Goldensea Panama 8. A- coed 


Greenwich Panama §S, A---._. 
New York Tankers Co., Inc... 
Occidental Shipping S. A 
Socony Mobil Oil Co 
Transeastern Shipping 
Victory Carriers 


Bethlehem Steel Corp., Sparrows 
Point, Md.: 
American Foreign Steamship 


0. 
Commerce Tankers Co., Inc-_- 
Gulf Oil Corp 
Industrial Tankers_.....__--- 
J. M. Carras, Inc 

Do 


Co., Ine. 
Monrovia Tankers..-...-..---- 
2aragon Oil Co., Inc____----- 
Texas Co. (Panama), Inc. -- 
World Bond Corp..--.----.---- 


TOR Li ddie sits. eee 
Bethlehem Steel Corp., Staten 
Island, N. Y.: Maritime Ad- 
ministration for Navy. 
Maryland Shipbuilding and Dry 
Dock Co., Baltimore, Md.: 


Maritime Administration for | 


Navy. 
Red Hills Corp---- 


Total. -.- 


New York Shipbuilding Corp., 
Camden, N. J. 
Ocean Transportation Co----- 
Somerset Shipping Co_- 
Tankers and Tramps Co 


Newport News Shipbuilding & 
Dry Dock Co., Newport News, 
Va.: 

Barracuda Tanker----__-- 
Comp. Nav. Hesp. 8. A. 
Tanker. 
Esso Shipping Co_-_- 
Grace Line, Inc_- cae 
Nationa! Carrier Tanker _- 
National Transport Corp---- 
Ocean Tanker Line 


RO cnt bitin daxndvnspoavee 


Legend: T—tanker 
C—cargo 
S—special 
PC—passenger/cargo 


Foreign 
Cats cholo 

United States__- 
yD 


Scanian 
United States__- 
Foreign. as 
United States. - 
Sites ce eewd 
SP ccteinnisiin 


Foreign... -- ‘ 
United States_ 
Foreign. .- 
United States__-- 


United States. 
| Foreign... f 
| United States. 


Foreign. ._--- _ 
a Ee 


--| United States. 


..do 
a 
do : 
| Foreign...---- 











Type'| Deadweight 


3, 130, 176 








tons 


130, 000 


Number 
of ships 
actually 
started 


$0001 .:.....-: 


58, 000 
65, 000 
100, 000 
46, 000 
111, 000 
46, 000 


29, 000 | 
46, 000 | 


198, 500 
875, 500 


32, 650 


32, 650 
302, 000 | 
32, 650 | 
25, 200 
46, 000 | 
32, 650 | 


25, 000 





32, 650 
126, 000 | 
32, 650 


729, 100 | 
6, 900 | 
4,000 | 
20, 000 


24, 000 


35, 000 
136, 500 
35, 000 


206, 500 


189, 000 
$2, 000 


381, 200 
15, 876 | 


69, 000 


60, 000 | 


123, 000 | 


| 


902, 076 


Owned 
ships 
operated 
under 
foreign 
registry 


_ 
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Owned 
Num- Number | _ ships 
Flag ber of |Type!| Deadweight} of ships | operated 
ships tons actually | under 
started foreign 
registry 
East coast—Continued 
Sun Shipbuilding and Drydock 
Co., Chester, Pa.: 
Private: 
Exeter Marine §8. A___..--. Foreign.._-...-- 1 7 eke ik perdi tee nee 
Philadelphia Northern | United States___ 2; T 60, 000 | SL. cba deane 
Steamship Co. 
Seabrook Shipping Co., | Foreign......._- 1 T WT) Tee sds 252ch. LS 
Panama, S. A. 
Seatrain Lines, Inc. ....-- United States. 1 7 13, 000 | an kena xe qian 
Gan 0 Oe. do cats 3| 7T 143, 250 | bi 404h4 
United Cargo Lines, Ltd.| Foreign.._._.__- 1 T 47, 750 sieitbaditae 
Maritime Administration for | United States. 1 T 25, 000 | BY Ee csskcb dace 
Navy. 
EP nth dane naandundonuadtiecied neces 1 Ss 10, 600 5 iceameetint 
NS fi hn oa tne chk BStaa as neceee te 395, 100 2 | oe 
Gulf Coast... lie a a ok ; Mle bt. ne Oh ee. 
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= Mr. Suetiey. You said also that there were some vessels being 
built for foreign account to be operated under foreign flag. 
Mr. Morse. Correct. 
Mr. SHetiey. Well, are any of the funds that are asked for here 
involved in that construction? 
Mr. Morse. Not a nickel, and I might add also that there are no 
: trade-outs involved in any such construction. 
: Mr. SuHetiey. You preconceived my next question. 


on | 
il on 


I have one other question at this point that I would like to ask, Mr. 
Chairman. 
Mr. Preston. You may proceed. 
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SPEED OF NEW VESSELS 


Mr. Suetiey. You mentioned the vessels being built for Lykes and 
you commented that there are discussions going on with the Navy in 
which the Navy has said that they wanted a 20-knot standard cruising 
speed on those vessels. 

Mr. Morse. Yes, sir. 

Mr. Saeuixy. That is a departure from the heretofore recognized 
practice of providing 17 or 17% knots. 

Mr. Morse. Eighteen knots was the standard which the Maritime 
Board adopted about a year ago. Even at that time the Navy was 
requesting the 20-knot speed, but now their request has been stiffened 
and strengthened. 

Mr. SHetiey. Will this mean that anything above the 18 knots 
standard will be recognized as a defense feature, or will it mean a 
modification of the practice you have followed that anything above 
that is a defense feature? 

Mr. Morse. It would mean that to the extent that we found that 
the commercial requirements in a given trade were less than 20 knots, 
we would pick up the excess speed as national-defense allowance. 
In respect to this additional speed that we are talking about—this 
20-knot speed—we are proposing to go to a higher level than even the 
Navy—to the National Security Council—to doublecheck through 
that high level that the 20-knot speed is required. 

Mr. Suetvey. In order to get this in the record and so that the 
trend of thought and chain of thought is clear, the Navy has, perhaps, 
recommended this based upon its observations and studies of new 
submarine-warfare techniques, where the slower speed is not adequate 
for convoy and transportation of troops and materiel in submarine 
waters; is that right? 

Mr. Morse. That is correct. They gave us figures showing what 
would result: to a convoy operated at, say, 15 knots, as related to a 
convoy operated at 18 knots and 20 knots. 

The importance of the 20-knot speed is very clear as far as the Navy 
is concerned. 

Mr. Suetitey. Where a vessel, say, has a built-in speed factor of 
22.5 or 23 knots, and your basic requirement is 20 knots, do you put 
a limitation on the operational speed of that vessel while in com- 
mercial service? 

Mr. Morsr. Not as a rule but in the sale of a few of the Mariners, 
we have included a speed clause in the sale of the vessel. If they do 
use the vessel in excess of 18 knots, they do pay additional compen- 
sation to the Government for the use of the excess speed. 

Mr. Suetiey. At the present time it is in excess of 18? 

Mr. Morse. Yes, sir; for the speed in excess of 18 knots, as to those 
vessels which were sold as 18-knot vessels. We did not include the 
speed clause in the vessels which were sold as 20-knot vessels. 

Mr. Suetitey. What did you include in the contract for the sale 
of Mariners? 

Mr. Morss. Some Mariners were sold as 18-knot vessels and we 
did include a speed clause in those sales. The vessels that were sold 
as 20-knot vessels, there was no speed clause included. 

Many of the vessels that were sold as 20-knot vessels were sold on 
a competitive bid basis. 
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TRANSFER OF SHIPS TO FOREIGN REGISTRY 


Mr. Sueuey. I would like to go to a different subject. We are 
still on ““Gene ral,” and I will lay a ‘foundation for the later discussion. 

How many transfers were there in the year 1955, how many transfers 
in the year 1956, and how many transfers. to date or applications for 
transfer, are on your desk at the present, time? 

Mr. Morse. I think Admiral Ford brought that material over. 
That was the subject of testimony before the Merchant Marine and 
Fisheries Committee about a month ago. I think Admiral Ford has 
the material and can more readily answer your question, 

(The information is as follows:) 


TRANSFER OF SHIPS TO FOREIGN REGISTRY 


Actual transfers to foreign registry totaled 56 in 1955, 53 in 1956, and, 15 during 
January and February of 1957. In addition, there are 138 pending transfers in 
connection with approvals granted in principle. 

Ships approved for sale or transfer to foreign flag are subject to one or more of 
the following limitations: 

A. As a condition of approval the operator agrees to construct new ships 
for American registry. 

B. The operator agrees that the ship will be subject to acquisition by the 
United States in the event of an emergency. 

C. The operator agrees that no further sale or transfer, except to an 
American citizen, will be made without prior approval of the Maritime 
Administration. 

LD. The operator agrees not to engage in any trade prohibited to American- 
flag vessels, 

The following table summarizes the actual transfers made under the above 
limitations, by type of ship: 


Tankers | Freighters and combos 
Ships to be operated under foreign flag . iad iia: Vi biel 
1955 1956 1957 to | 1955 1956 1957 to 
date | date 

_—— a | = —_——. - ae 
Subject to A, B, C, and D s 13 5 4 4 10 
Subject to B, C, and D only 13 8 20 4 
Subject to D only 2 l 
Ships sold for serap- 3 4 
Government-owned ships sold foreign un- 

der special legislation 2 23 

Total. 24 21 5 32 32 10 


METHOD OF TRANSFERRING SHIPS TO FOREIGN REGISTRY 


Mr. SHetiey. Let me ask one other question: On the matter of 
transfers, how is that handled? To whom does it come? Does it 
come to the Administrator or does it come to the Board, and in whose 
discretion does it he? 

Mr. Morsr. Under the current legislation, the application comes 
to the Administrator and the discretion is vested in the Administrator, 
through delegation from the Secretary of Commerce. 

Mr. SHeiiery. It is the decision of a single individual? 

Mr. Morsst. That is correct; after discussion, of course, with the 
staff in Maritime, dealing with the program generally on a policy 
basis. Of course, on certain types of vessels and specific vessels, in 
most instances we double-check with the Department of the Navy 
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for their concurrence on the requirement for retention of the vessel, 
under the American flag, for defense purposes. 

Mr. SuHetiey. Then it is not a matter of Board policy. It is 
matter for determination by the Administrator, in normal operation, 
after consultation with the staff? 

Mr. Morse. That is correct, under the existing legislation, and the 
Reorganization Plan 21 of 1950. 

That authority is vested in the Administrator and not in the Board, 

Mr. SHetuey. I will not ask about the American President Lines 
vessel at this point, but I will a little later, I assure you. 


UNEXPENDED BALANCES FOR CONSTRUCTION 


How much unexpended funds for construction have you on hand 
at the present time? 

Mr. Morse. $92 million, carried over from 1956 and 1957. 

Mr. Suetiey. From a total of how much that was on hand at this 
time last year, or at the beginning of the 1957 fiscal year? 

Mr. Morss. For those two fiscal years, a total of $269 million. 

Mr. SHEttey. You now have $92 million unexpended? 

Mr. Morss. Yes, sir. 

Mr. Sueuuey. Is’ any of the $92 million earmarked or pledged or 
tentatively obligated at this time? 

Mr. Fisuer. There are funds in addition. In addition to the $92 
million, Mr. Shelley, there are currently earmarked funds for other 
activities, such as the Liberty conversion. The $92 million refers 
specifically to new construction. 

Mr. SHELLEY. That is what I am asking about. 

Mr. Fisuer. We will use those funds for the ships that are listed 
in this statement. 

Mr. Morsp. Are they earmarked? 

Mr. SHeuiey. That is my question. Are they earmarked for any 
specific ship construction now, and if so, for what particular ship or 
line or project? 

Mr. Morse. They are not earmarked by legislation, but we have 
a program on the American Export, 4 ships; American President Lines, 
2 combination ships; Lykes, 5 cargo ships; Moore-McCormack, 7 ships. 

Mr. SHetuey. In other words, the $92 million would go towards 
this, plus what you get from this committee in this request? 

Mr. Morsn. That is correct. 


America REPLACEMENT 


Mr. Suetiey. On the replacement for the America, how old is the 
present America? 

Mr. Morse. She was delivered in 1940. She is 17 years of age 
this year. 

Mr. Suettey. If you got the money from this committee for this, 
when would they be able to start construction? How far along are 
they on design? 

I ask that for this purpose: It would seem to me that they would 
be much further along in many ways in design, because they have the 
prints from the original United States and can simply work on a basis 
of some modification, in the light of their experience with operating 
that vessel. 
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* Mr. Morse. The plans and specifications of the United States were 
modified to a slight degree, to make the plans coincide with the 
existing ship. Those plans and specifications were put out for bid 
some months ago, pursuant to a program which I outlined to the 
Merchant Marine and Fisheries Committee. 

The bids will be opened on March 21. The invitation requires 
that the bids be open for a 6-months’ period, so that if the bids are 
within the range of our estimates, and if we get the funds at this time, 
we will be in a position to contract immediately at the beginning of 
fiscal 1958. 

Mr. SHELLEY. Is the amount asked here in this year’s budget for 
the replac ement of the America the total amount that will be required 
from the Government for her construction under your payment of the 
construction subsidy program? 

Mr. Morsz. Yes, sir. 

Mr. SHELLEY. Is the company in a position to immediately proceed? 
Have they the money? 

Mr. Morsez. They have urged us to proceed with this and they have 
filed an application with us to proceed with the vessel. 

Mr. SHetitey. Was the ship that was knocked out for the American 
President Lines similarly treated? 

Mr. Morsz. I would say they are in a position financially to proceed 
with the vessel. It is a marginal situation. I think they will have to 
do a little scratching to raise the funds, and I think the United States 
Lines will have to do a little scratching to raise their funds, but they 
can. 

Under the operating-subsidy contract the American President Lines 
was obligated to contract for construction by January 1, 1958. 
Whether the plans and specifications and the other routine matter will 
proceed to the point where we could, if we had the funds, contract by 
July 1, 1958, is a little bit doubtful, because just as a matter of routine, 
getting the plans approved by ourselves, by the Navy, and getting the 
bidding plans and specifications put together takes several ‘months. 

Mr. SHeuiey. Let me give you this question: If this committee and 
the Congress saw fit to reduce the amount appropriated this year for 
the construction of a replacement for the America, and give you 
enough to go ahead with the American President Lines’ vessel, would 
that in any way hamper or hinder the processing of the new America? 

Mr. Morse. It would prevent us from accepting the bids that come 
in on March 21. 

Mr. SuHetiey. One other question at this point, then, Mr. Chair- 
man: I forget the exact number—I started to jot it down and asked 
for something else—the number of new vessels under construction at 
the present time. 

Mr. Morse. Ninety-five under construction or on order. 

Mr. Suettey. Where are these being constructed generally? 

Mr. Morse. With the exception of three that are under contract 
with Bethlehem, San Francisco, the balance are on the gulf or the 
east coast. 

Mr. SuHettey. How many are there on the gulf? 

Mr. Morse. May we supply that record for you? 

Mr. Suetiey. I think it is four. 

Mr. Morse. There are 9 ships on the gulf, exclusive of the 4 ships 
being built by us for the Navy account. 
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Mr. Suewiey. They are under actual construction? 

Am I correct, then, in assuming from this that there is only one 
shipyard on the Pacific coast, Bethlehem Pacific, San Francisco, and 
that is loaded right now with only three ships there? 

Mr. Morse. That is the only commercial shipyard on the Pacific 
coast that has commercial work, on new construction. 

Mr. SHetitey. What about Moore’s? 

Mr. Morse. They have no commercial work for new construction. 

Mr. Sueviey. They have none. Do they solicit it, or bid on it? 

Mr. Morse. They have bid on one tanker within the last vear, 
I do not recall other bids by them for commercial work. 

Mr. SHELLEY. That is all the questions, Mr. Chairman. Thank 
you, 

Mr. Preston. Mr. Bow? 


TESTIMONY OF NAVY DEPARTMENT ON REPLACEMENT OF 
““AMEPICA”’ 


Mr. Bow. I just have one thought on this statement, Mr. Chairman, 

| have read the testimony on the America before the Merchant 
Marine and Fisheries Committee by Admiral Mumma. It seems to 
me to be pertinent to the question of that item in this budget. I am 
wondering if it would be proper, or possible, to invite Admiral Mumma 
to testify before this committee from the defense standpoint. 

Mr. Morse. I understand, Mr. Chairman, Admiral Burrowes, 
from the Navy, is outside in place of Admiral Mumma, in the event 
the committee wants someone to testify from the Navy. 

Mr. Preston. Suppose we reach a decision on that question after 
we explore this ship-construction program a little further. 

Mr. Bow. That is perfectly all right. I thought if we were going 
to invite them, it might be well to alert them. It seems to me if the 
new America would be justified, it must be on a defense basis to a cer- 
tain extent and perhaps they could give helpful testimony before the 
committee. 

As the chairman suggests, I will withhold it until such time as we 
may discuss it. 

Mr. Morse. | would like to offer, if it is agreeable to the commit- 
tee, the testimony of Admiral Mumma, which appears in a hearing 
before the Committee on Merchant Marine and Fisheries, House of 
Representatives, 84th Congress, 2d session, which is Government 
Printing Office Document 83252, commencing on page 14 and con- 
cluding on page 26. 

Mr. Preston. Very well. We will insert that in the record at this 
point. 

(The material referred to follows:) 
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STATEMENTS OF REAR Ap. A. G. Mumma, Unrrep Stares Navy, CoorDINATOR 
OF SHIPBUILDING, CONVERSION, AND ReparrR, DEPARTMENT OF DEFENSE, AND 
Cuter, Bureau or Suips, UNnirep States Navy; Rear Apm. A. M. Moraan, 
AssISTANT CHIEF, BuREAU OF SHIPS FOR Sup Design AND ReseARCH, DeE- 
PARTMENT OF THE Navy; AND Capr. W. W. OurersrRipGe, Heap, TRANSPORTA- 
TION AND PETROLEUM Brancu, Locistics PLANNING Division, OFrrICE OF THE 
Cu1er or NavAL OPERATIONS 


Admiral Mumma. Mr. Chairman, I am Rear Adm. Albert G. Mumma, Co- 
ordinator of Shipbuilding, Conversion, and Repair for the Department of Defense, 
and Chief of the Bureau of Ships. I have with me Admiral Morgan, who is our 
Assistant Chief of Bureau for Design and Research. 

I have a prepared statement, Mr. Chairman, which I would like to read. 

Prior to entering into any subsidy agreement for the construction of a passenger 
liner to replace the steamship America, the Maritime Administration, in accord- 
ance with requirements of the Merchant Marine Act of 1936, as amended, would 
submit the plans and specifications to the Navy Department for approval, and 
would request our suggestions as to changes necessary for the economical and 
speedy conversion of this ship into a naval or military auxiliary. Maritime 
would, in addition, request the Navy’s comments as to features which would 
enhance the military effectiveness of this vessel in wartime. At the present time, 
of course, no proposed plans and specifications have been submitted to the Navy 
Department, and, consequently, we are not prepared to comment on the probable 
national-defense features of such a ship. 

Based upon the assumption, however, that the replacement vessel for the 
steamship America would be similar to the steamship United Siates, I am of the 
opinion that the Navy would, in all likelihood, recommend that essentially the 
same national-defense features be incorporated in this replacement ship as were 
included in the United States, provided such features were excess to commercial 
requirements. As you know, the performance of the United States has fully 
demonstrated not only her worth as a passenger liner but also her potential 
usefulness as a naval auxiliary. 

The features of the steamship United States which were considered to be excess 
to commercial requirements and which were certified by the Navy Department 
as national-defense features can be generally characterized as improvements in 
speed, radius of action, capacity, and safety. These features greatly enhanced 
the value of this ship as a military or naval auxiliary. 

For protection against attack and to achieve maximum effectiveness in trans- 
portation of troops, it is essential, of course, that any passenger ship intended to 
be used as a troop carrier in wartime should have a reserve speed substantially 
above that normally required for commercial needs. Likewise, additional fuel 
capacity is necessary to increase the cruising range. These are defense features of 
the United States. 

There was also incorporated in the United States increased deadweight capacity 
to accommodate a large number of troops and their equipment and to provide 
them with necessary services. This involved an increased capacity in the distill- 
ing plant, refrigerated stores, and electric-generating plant, and many other 
features as well. 

Vulnerability to hazards of the enemy and the sea was reduced and overall 
safety improved by providing for a high standard of compartmentation, thus 
insuring a substantial margin of buoyancy. Lifeboat rearrangements were made 
to permit ready conversion to wartime use without modification of existing davits. 
Other rearrangements provided increased fire and shock resistance and reduced 
the og ered of damage to essential machinery by enemy attack. 

The features I have just described were the chief items certified as national- 
defense features. They were considered to be in excess of commercial require- 
ments and were considered to enhance the value of this ship as a naval or military 
auxiliary, besides reducing the work, cost and time for conversion of this ship 
into such an auxiliary in event of a national emergency. These features were 
closely integrated into the basic design of the ship which, when eompleted repre- 
sented the best example of a combined passenger ship and troop transport yet 
designed. 

That completes the statement, unless there are questions, sir. 

The CHarrMaANn. Admiral, as you understand, we have no bill before us. We 
have no legislation before us. 

What we are attempting to develop is what interest the Defense Department 
would have in the duplicate ship to replace the America. Have you stated that? 

Admiral Mumma. Not completely. 
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We have Captain Outerbridge here from the Chief of Naval Operations Office, 
and I would like him to come forward and possibly take the chair and read into 
the record that part of the statement of the Chief of Naval Operations’ interest 
in this ship which bears on your question. 

The CuarrMan. In connection with that, we would also like to have your 
observations on the problem we have with the America when and if we enter the 
field of negotiating for the replacement of the America, the utilization of the ship, 
what advantage it could best serve. 

Admiral Mumma. Would you proceed on answering that question, please, 
Captain? 

aptain OurerBRIpGE. Mr. Chairman, may I read this statement? 

The CHarrMan. Yes. 

Captain OurrerRBRiIDGE. This statement has been modified from the one which 
I submitted. Some of this area has been covered but I will read the pertinent 

arts. 

The CuHarrmMan. It was covered when? 

Captain OurERBRIDGE. Mr. Morse covered the disposition of the ships. 

The CHarrMANn. Yes. 

Captain OurErBRIpGE. My name is William W. Outerbridge. I am Head, 
Transportation and Petroleum Branch in the Logistics Planning Division in the 
Office of the Chief of Naval Operations, Department of the Navy. 

I would like to acquaint the committee with the national defense aspects of a 
proposed ship as a replacement for the steamship America. If it is assumed that 
the commervial requirements for the North Atlantic run will justify a ship capable 
of a speed of about 30 knots, it seems to follow that consideration is really being 
given to another ship of the steamship United States class. The construction of 
this ship will (1) help to relieve the block obsolescence in transport vessels, 
There are some 24 Victory-type transport vessels in the national-defense reserve 
fleet whose deficiencies in speed and safety cannot he overcome economically; 
(2) give the United States a capa'ility for delivering 308,000 troops to Europe in a 
year as compared to the capability of the steamship America to deliver 124,000 
troops per year or to the capability of a Victory-type transport to deliver 20,000 
troops per year in convoy; and (3) provide a greater measure of safety to the troops 
carried against submarine and air attack because of its very high speed and the 
inherent flexibility in its use. It can be routed singly and independently of other 
vessels or escorts. 

The additional capability combined with the increased safety of the high speed 
transit which would result from having another Uniled States-class ship in operation 
is obvious. The Navy will support the construction of a ship similar to the steam- 
ship United States as being essential to the national defense. 

The question of ultimate disposition of the steamship America has been covered 
by Mr. Morse. The Department of the Navy would not oppose the sale of this 
vessel to a NATO ally or to a country where effective control may be exercised. 

Consideration of disposal foreign would have to be carefully reviewed at the 
time, on the basis of the merits of the case. 

The CuarRMAN. Would you attempt now in case of emergency to use the 
Victory-type transport, with the advancements that aviation and other things 
have made? 

Captain OuTERBRIDGE. I think we would have to use that. If we had to 
take troops overseas, we would have to do that and the faster she would go the 
safer they would be. She could make a land call at night and discharge by morning 
and be clear of submarine and air menace by the middle of the day. 

The CHarRMAN. Would the America be more valuable to you in the reserve 
fleet, taking into consideration its carrying capacity and the carrying capacity 
of the Victory-type? 

Captain OurersRipan. Well, I think that question has several aspects. We, 
of course, want the America available, but whether or not it would be to the 
best interests of the Government to keep her in the reserve fleet or to operate 
has as a one-class ship or to sell her foreign is really not for our decision. We 
want her to be available in case of emergency and we would use her as an adminis- 
trative loaded transport. In other words, we would not want to convert her to 
a combat loaded ship because she would not fit into any organization and she 
has too much value in the increased speed. She can make more than 20 knots. 
She can steam independently and we can run her on her own schedule. 

The CuarrRMAN. In comparison, what will be the difference of the value of the 
America compared to one of the mariner type ships that you are now proposing 
to take from the merchant marine fleet and convert to carriers? 
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Captain OuTERBRIDGE. Sir, those Mariners are part of a balanced amphibious 
force lift, and we are designing that on a 20-knot capability. Those Mariners 
will fit into that very well and they will be modified so that they will carry their 
own boats and can be modified much more readily than a ship of the type of the 
America. 

The CuarrMan. The committee is interested in the appropriations and the 
fact that Defense can get money more easily from the Appropriations Committee 
than can the merchant marine. The moneys appropriated for these Mariners 
were Originally appropriated for the American merchant marine with defense 
features. Is it just fair that Defense should come in and take away the purpose 
for which these ships were constructed in peacetime and put them as an asset to 
your fleet when it did not cost you any money, you did not make any appearance 
to get them? Is that a fair procedure? 

Captain OuTerBRIDGE. Mr. Bonner, I have heard and I know we are right 
in the middle of that now, and I am sure that Mr. Morse can answer that. 

The CHAIRMAN. You mean that is a policy which is higher than your level? 

Captain OUTERBRIDGE. Yes, sir; and we are working on that problem now 
and Admiral Good was with Mr. Morse last night until 6 o’clock with repre- 
sentatives of the ship lines and I would prefer not to answer that question. 

The CHarrMan. I do not want to embarrass you. 

Captain OuTERBRIDGE. I know it is coming to you, sir. 

The CHaArRMAN. We in this committee who are charged with the responsibility 
of carrying this end of the load, knowing the ease with which you come in and get 
everything you want and that when we try to build up the American merchant 
marine we have every stumbling block in the world thrown before us, take an 
opportunity to get you in the place where you would rather not answer the 
question. 

Captain OUTERBRIDGE. I am not sure about the ease with which we get the 
money. 

The CuarrMan. Could Admiral Mumma help you out? 

Captain OuTEeRRRIDGE. Mr. Morse could probably help me out more than 
anybody else if he would talk to that question. 

The CuHatrRMAN. But if you were in the position of making that last request 
for appropriations you would be rather embarrassed here today, would you? 

Captain OUTERBRIDGE, No, sir; because I think the progress is coming along 
satisfactorily and Mr. Morse held a good hearing last night of representatives of 
the Pacific Far East and Matson Line with Admira] Good, and I think that we 
are going very slowly on this matter, and I would prefer that Mr. Morse would 
speak to it if he cares to do so. 

The CHarrRMAN. This committee and I and all the Members of Congress admire 
you gentlemen in vour earnestness in getting everything in the world for the 
national defense. That is the reason we wonder whether you are not just step- 
ping a little too far in taking milk from people that cannot get these things as 
easily as you get them. 

Captain OuTERBRIDGF. You know as we lay our cards on the table that the 
final decision is going to be up to you, sir. 

The CuHarrMaN. There will arise a problem as to the America, and it is an 
economic problem to the commercial interests that try to operate the replacement. 
It is fair and proper to explore all opportunities to use her true value against what 
would be her book value when she comes into the position as Mr. Morse has 
described. 

Captain OuTERBRIDGE. That is right, sir. 

The CHarRMAN. We were trying to get a little help from you. 

Captain OuTERBRIDGE. I am sorry that I couldn’t give you any more help 
than that, sir. I am not too qualified to get into the Mariner deal. 

The CHarrMAN. She has more speed than the Mariner? 

Captain OuTERBRIDGE. She operates at 22 knots. 

The CuHarrMAN. She can carry how many more troops? 

Captain OuTERBRIDGE. They will carry 7,700 troops. 

The CHarrMAN. You said she would be worth three Mariners to you. 

Captain OuTERBRIDGE. Administratively loaded. 

Admiral Mumma. I think we had better distinguish between the two kinds of 
loading. One is a troop lift of people from one spot to another spot where we have 
complete control. The other is a combat loaded ship which is loaded with all the 
gear and assault equipment to actually take a place, to land over the beaches, 
so that the Mariners are not being fitted for this kind of administrative load from 
one spot to another spot where we have complete control of all the facilities. 


396 


The Cuairnman. How much difference would there be in converting the Mariner 
as compared to converting the America? 

_ Admiral Mumma. We frankly do not feel that the America at the present time 
is as advantageous a ship for conversion to this kind of loading as we think the 
Mariners are, of course. 

_The CaatrMan. They gained in value since they were so criticized at one time, 
Why did the Navy not build a few Mariners? y 

Admiral Mumma. The Navy was extremely interested in the Mariners, as you 
well know, sir, and backed the building of the Mariners; and we have been building 
the more highly specialized types of ships like AF’s and AE’s under our own funds 
and have not been converting Mariners to that use; but it was originally con- 
ceived, I believe, that it would be better for the Maritime Administration to 
build the ships which were more closely akin to commercial service. 

The CHarrMan. I realize that. 

Admiral Mumma. I am sure you remember that background. 

The CHarrman. Mr. Tollefson? 

Mr. Touierson. Well, at the outset I think everybody on our committee is 
grateful to the Defense Department and to the Navy for the help that they have 
given to us in connection with our projects. 

I will ask this question of both of you. Do you have the figures available with 
respect to the number of troops that were carried by the Queens during World 
War II, the number of American troops carried by the Queens during World 
Wer Il? 

Admiral Mumma. I do not believe we have them with us. We will furnish 
them to you; yes, sir. I think they are available. 

(The information referred to follows:) 

“Information available to the Navy discloses that a total of 1,017,805 passen- 
gets, of which 938,201 were United States Army personnel, were transported by 
these 2 ships on the North Atlantic during World War ITI.” 

Mr. Touierson. I assumed that they were available. Can you also supply 
what would be the cost to us of the use of the Queens for carrying United States 
troops? I appreciate that you run into some difficulty there. The English say 
that we did not pay anything, that this was a pooling effort; but they did some 
bookkeeping along the line and, as I recall it, in the balancing off or the canceling 
off it seems to me the figure, $100 per troop, was the figure used for the cost of 
carrying troops, as I recall the figures. 

Admiral Mumma. Reverse lend-lease. 

Mr. Torerson. Then, if one of the Queens carried 10,000 American troops, 
that meant that it cost Uncle Sam in the balancing off process $1 million a trip 
for the use of one Queen, and, if you could supply those figures, we would appreci- 
ate it very much. 

Admiral Mumma. We will look them up and supply them if they are available. 

The Cuarrman. Is that correct? 

Admiral Mumma. I cannot verify those figures. 

The Cuarrman. Is it approximately correct? 

Admiral Mumma. It sounds reasonable to me. 

The CHatrRMAN. We paid a million dollars a voyage. 

(The following information was subsequently supplied by the Navy’s Bureau 
of Ships:) 

‘The expense of transporting military personnel in these two ships was covered 
generally under lend-lease and reciprocal aid (reverse lend-lease) agreements. 
Actual payments were not made, but it is understood that, in settling lend-lease 
accounts, an offset figure of £20, or $80 per man, was established, on the basis 
of a 15-day round trip.” 

Mr. ToLiterson. Now then, you would recommend that the America be re- 
placed with a ship of the class of the steamship United States for a variety of 
reasons, all of which amount to national-defense reasons. You prefer it because 
of the speed factor, for one thing. 

Admiral Mumma. Yes, sir. 

Mr. TouiteFrson. When you are talking about the speed of a possible troop 
carrier, you had in mind the safety factor as far as submarine attack is concerned? 

Admiral Mumma. That is correct. That is an important factor. 

Mr. Toiurrson. Now, is it not true that the Russians have at this point 6 or 
7 times as many submarines on hand as the Germans had on hand at the outbreak 
of World War II 

Admiral Mumma. That is true, Mr. Tollefson. 
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Mr. Touuerson. Is it safe to say that a good many of those submarines are 
faster and better submarines than the Germans had at the outbreak of World 
War II? 

Admiral Mumma. Yes; and in addition a high percentage of them are equipped 
with snorkel which makes them a more difficult submarine to locate. 

Mr. To.iErson. You have mentioned the fact that a ship of this type could 
operate independently and would not have to travel in convoy because it is fast. 

Admiral Mumma. That is the current situation; yes, sir. 

Mr. Totierson. The testimony was that you would not object to the transfer 
of the America to some NATO organization. Now I want to read an excerpt 
from a statement of Rear Admiral Wilson made before a congressional committee 
about 3 years ago, and I would like this to go into the record, quoting from 
Admiral Wilson: 

“T think we would be on a foundation of sand if we relied on * * * shipping 
assistance from our NATO allies very extensively. It is one reason for the 
opinion of the Department of Defense that we should rely primarily and basically 
on a United States-flag merchant marine for the defense of the United States. 

“I think our best statement is that the ideal situation would be where each 
of the Allies in any joint military undertaking was fully competent and capable 
to supply the logistics of its own forces. To that extent, in a joint operation, 
you would certainly pool your shipping efforts. But for us to depend on foreign 
shipping to provide our logistics would be a very weak reed to lean on.”’ 

Do you concur in that statement? 

Captain OurerBRiIpDGE. That is still a good statement. 

Mr. Totierson. You would not object to the America being transferred to a 
NATO nation but at the same time you would concur in Admiral Wilson’s state- 
ment that we ought to rely on our own shipping to supply our logistics? 

Captain OUTERBRIDGE. Yes, sir. As far as we can afford it we should do it. 

Mr. ToitiErson. Is it not a fact that, as far as the defense Department is con- 
cerned, it takes the position that we are short about 15 passenger ships? 

Captain OUTERBRIDGE. Yes, sir. 

Mr. Totiterson. Taking into consideration the vessels we presently have in 
the reserve fleet and in the active fleet, we are still short? 

Captain OUTERBRIDGE. We are still short. 

Mr. Touierson. That is all, Mr. Chairman. 

The CuarrMan. Mr. Robeson. 

Mr. Ropeson. I have no questions. 

The CuarrMan. Mr. Allen? 

Mr. AtLteN. Mr. Chairman. 

Admiral, in the last sentence of your statement: 

‘“These features were closely integrated into the basie design of the ship which, 
when completed, represented the best example of a combined passenger ship and 
troop transport yet designed’’—if another ship were built to the same plans and 
specifications, would the statement still be true? 

Admiral Mumma. I think the basic fundamentals of the design are still valid. 
In other words, there might be some marginal changes that we might want to 
incorporate, but I do not believe a radical redesign of the ship would be required. 

Mr. ALLEN. Captain Outerbridge, you said that another U/nited States would 
“give the United States a capability for delivering 308,000 troops to Europe in a 
year.’ Has experience shown that you could use two such vessels? 

Captain OUTERBRIDGE. Use two? 

Mr. ALLEN. Yes. 

Captain OurerRBRIDGE. Yes. I think we can use all we can get. We have to 
transport troops as fast as we can get them there during war, and we might lose 
one of these ships. The Department of Defense would never turn down a ship 
if they could get it to transport troops. 

Mr. ALLEN. Would it be true, however, that if another emergency paralleling 
in severity the last one occurred two steamships United States would be useful 
at all times? 

Captain OUTERBRIDGE. Oh, yes. 

Mr. AuLen. Thank you, Mr, Chairman. 

The Cuarrman. Mr. Byrne. 

Mr. Byrne. I have no questions. 

The CHatrMan. Mr. Seely-Brown. 

Mr. Seety-Brown. I just want to make sure that we are completely clear by 
repeating in a way the question that Mr. Allen asked because it is a question 
which undoubtedly will come up before any appropriation is granted. 
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In view of the millions of dollars of the taxpayer’s money that will go into this 
program if it is accepted, you are completely convinced in your own mind that a 
re ship, with small modifications, will be sufficiently modern to meet the 
needs? 

Admiral Mumma. I had better answer that question somewhat categorically, 
Mr. Seely-Brown, because of the fact that in our naval ship programs where we 
have a carrier in one year and then we have another carrier in the following year, 
those two carriers are never identical because there are desirable changes that are 
incorporated within the same general configuration of the ship. We call them all 
Forrestal-class ships now, but the Saratoga and the Forrestal, although completed 
about a year apart, are not identical and they have improvements. 

Mr. Seety-Brown. The difference in cost of those is approximately what? 

Admiral Mumma. The difference in cost is almost insignificant. 

Mr. Seety-Brown. That is what I was wanting to get. 

Admiral Mumma. That is the point. There are developments of design with 
the advancement of the art, and I am certain that some of those things will be 
incorporated automatically into the United States replica as the ship develops. 
We have used the same contract plans and specifications for several of our carriers, 
and then we come to a point where the changes are such that we put out a new set 
of contract plans and specifications. I am pretty certain that there would be 
some changes in the contract plans and specifications for this repeat ship, but I 
do not think it would require any complete redrawing of plans or any complete 
additional cost for complete plans and specifications. 

Mr. Seety-Brown. I have one other question. Would the construction of a 
duplicate ship with the modifications which you so well expressed give a com- 
petitive advantage possibly to the shipyard that built the first one, or do you think 
any shipyard could bid competitively on an item like that? 

Admiral Mumma. We have had experiences that show that a builder of a first 
ship has an advantage on the second, and we have also had experiences which 
negate that same principle where another company that is a little more competi- 
tively minded will go in and take it away from a group that is supposedly well 
entrenched; so that, we find that it is entirely on the competitive aspects of the job, 
and I would hope and suspect that we would get very good competitive bids on 
such aship so that the price would be kept as low as possible, 

Mr. Srety-Brown. That is all, Mr. Chairman. 

The CuHarrMan. Mr. Byrne. 

Mr. Byrne. I have no questions, 

The CuarrMan. Mr. Van Pelt? 

Mr. Van Pett. I have no questions, 

The Cuarrman. Mr. Mailliard? 

Mr. MaiLurarp. Captain Outerbridge said something that I am beginning to 
wonder about. You compare another United States with the America in troop 
delivering capacity on the assumption that the America would be able to travel 
independently. Do you really believe that by 1960 you are going to be able to 
operate a 22-knot ship operating independently? 

Captain OuTERBRIDGE, That is a hard question to answer. If you had 50 or 
60 submarines out there, you would not want to go out and try to get through 
them. You have to obtain some measure of security before you send out a ship 
with 7,000 lives aboard. You have to feel that that ship will get through, taking 
into consideration the speed, the air protection that you give her, the patrol that 
you give her, and any other safety factor that you can add in because it would be 
murder to send a ship like that loaded with 7,000 troops out into a submarine 
infested water with the type of submarines they have today. 

Mr. MarLurarp. Would it not be a fair statement to say that it is doubtful 
that by 1960 a 22-knot ship is going to be operating independently? 

Captain OUTERBRIDGE. Suppose we obtained control of the sea. Suppose we 
fight for it and get it. That is the time to use that ship. Otherwise we lose. 

Mr. Maruurarp. If that is true, you can send a 20-knot ship independently? 

Captain OuTERBRIDGE. Not quite that. We do not get complete control. 
You take a calculated risk as you did in the last war. 

Mr. Maruurarp. What I am trying to do is to evaluate the relative merits. It 
seems to me that the value of a second United States as against an America is 
going to be very much more vital a few years hence, as far as one can reasonably 
see, than it is today. Is that a fair statement? 

Captain OuTERBRIDGE. Yes, sir. I agree. 

Admiral Mumma. Putting it in other words, Mr. Mailliard, I would suspect 
that we are in a position where not only is the troop lift a factor of more than two 
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greater, but that the additional safety is an immeasurable factor greater just due 
to the inherent speed of the ship; so that we have many, many factors of improve- 
ment over the America in the repeat United States as a troop carrier. 

Mr. Maiuurarp. That additional value is likely to become more important as 
the years go by rather than less. 

Admiral Mumma. Yes, because there are limited capabilities at the present 
time in some of the submarine areas. As the submarine capabilities increase, 
the necessity for a ship like the United States will become even more important. 

Mr. Maruurarp. The second question I would like to ask Admiral Mumma is 
that the Navy, as I understand it, is in the process of experimenting with the 
possibility of atomic power for a carrier. So I have read in the newspapers at 
least. 

As I understood it, the powerplant in the United States is quite comparable to 
the powerplant then being used in carriers. 

If those two statements are not correct, would you correct me? 

Admiral Mumma. That is reasonably correct. 

Mr. Maruuiarp. Then I think somewhere along the line the question is going 
to be raised as to the feasibility of considering atomic power for the United States. 

Admiral Mumma. If you are asking my personal opinion, I think it is a little 
early to consider atomic power for a United States because of the fact that the 
real advantage of atomic power at the present time is permitting a ship to stay 
at sea indefinitely, whereas the purpose of such a ship as the United States would 
be to go from one point to another point and discharge passengers and troops; so 
that, until you have economy sufficient in the nuclear powerplant to make it 
competitive with oil which you can either carry in the ship for such a definite 
length of voyage, or the ship can fuel at either end and thereby extend her period, 
it does not have the same urgency for such a ship as it has at the present time 
and it would not warrant paying the same premium that we now pay in cost of 
nuclear power for naval vessels of this extreme importance. 

Mr. Maruurarp. Then, if I understand you correctly, you are saying in the 
first place that the installation of atomic power would be vastly more expensive 
than the conventional-type propulsion machinery? 

Admiral Mumma. That is correct. 

Mr. MaILuiarp. And, since the commercial use of the vessel presents no prob- 
lem as to fuel and all, this would be of no commercial value? 

Admiral Mumma. That is correct. 

Mr. MaI.Luiarp. So that, if you would consider this, it would have to be paid 
for as a defense feature? 

Admiral Mumma. Yes; I would suspect so. 

Mr. Maruuiarp. You are saying in addition to that that, for the contemplated 
defense use of the vessel, it would not be worth paying that extra premium? 

Admiral Mumma. That is my own personal opinion; yes. 

The Cuarrman. Mr. Zelenko? 

Mr. ZELENKO. I have no questions. 

The Chairman. Mr. D1incE.u? 

Mr. DincELL, I have no questions, 

The CuarrmMan. Mr. Dorn? 

Mr. Dorn. Admiral, someone said that the Navy felt that they needed as 
many of these duplicate United States ships as they could get. How many is 
that? 

Admiral Mumma. I would like to defer to the requirements side on numbers. I 
could give you an offhand opinion that, because of the shortage that has pre- 
viously been mentioned in troop lift that we have in passenger-type vessels, we 
will have to use everything we have so that the higher number of ships like the 
United States that we could have, the higher quality troop transport lift we would 
have, faster, safer, and so on, so that in time of war we would like dozens of such 
ships and we would then not have to use some of the marginal ships that we now 
have in the reserve fleet. Therefore, there is no firm, fixed dividing line as to 
where you can afford to go. We just could not afford to build enough United 
States types to make us happy in the military lift. I think that is a true state- 
ment. 

Would you like to add anything to that, Captain? 

Captain OuTERBRIDGE. No, sir. I think that is very well taken. 

Mr. Dorn. I have no further questions. 

The CuarrMan. Mr. Tollefson? 

Mr. Touterson. I had one question which I neglected to ask. 
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Is it not absolutely essential that, as far as our defense program is concerned, 
we have an adequate number of troop-carrying vessels in order to assure that 
any war we get into will be fought on some other soil than our own? 

Admiral Mumma. I feel that that is very vitally important, sir. That is the 
whole concept of our current naval strategy. 

Mr. Touierson. If we do not have such troop lift, we are not going to be fight- 
ing the battle on somebody else’s land. We will be fighting it at home. 

Admiral Mumma. Admiral Burke has made statements of this kind before many 
committees of Congress on several occasions. 

Mr. Touierson. Thank you. 

The Cuarrman. Mr. Robeson? 

Mr. Roseson. I would like to ask vou: Isn’t the factor to be considered in 
connection with the building of a vessel of the size of the United Staies that there 
are only a few yards presently capable of building it, and those same yards in an 
emergency would probably be required to build carriers or ships of that type so 
that the question is, Would it not be advantageous to proeeed with building the 
necessary ships of this type ahead of the actual emergency for that and other 
reasons? 

Admiral Mumma. I would certainly concur, Mr. Robeson, because of the fact 
that a ship in being is something that you can count on, and we would much prefer 
to have this ship in existence before an emergency came because of the very 
difficulty there is of building things of that kind when you are trying to build 
combatant vessels in such a rush; so that your point is very well taken. 

Mr. Roseson. You would be faced then with having to choose where you would 
limit yourself in order to try to balance off, and either way you would be hurt. 

Admiral Mumma. Yes. The sooner we can get going and build such a ship 
as this the better off we would feel. 

Mr. Roseson. Then it would be built much more cheaply in the normal proeess 
of building than under a 7-day, 24-hour cost operation. 

Admiral Mumma. That is correct. 

Mr. Roseson. So that it would save the taxpayers a great deal of money if 
this type ship were built in so-called peacetime? 

Admiral Mumma. Yes, sir. 

The CuHargmMan. Admiral, I am interested in authorization legislation in appro- 
priations bills, and this is probably the only opportunity that I will have to ask 
you about this Public Law 637. Were you present when this authorization was 
put into the Defense Act of 1955? 

Admiral Mumma. I would like to have that clarified. 

The CHatrMAN. It is the authorization giving you the authority to take from 
Maritime such ships as you may desire from the reserve fleet. 

Admiral Mumma. No, I was not personally involved in that, sir. 

The CuatrMan. Do you advocate the authorization such as this in appropria- 
tions acts? 

Admiral Mumma. I had better study it a little more before I give you an off- 
hand answer to it, sir, because I am not directly familiar with that point. 

The CuHartrRMAN. You realize that it is the responsibility of a legislative eom- 
mittee, and it concerns this committee very muh to see the continued effort to 
legislate in Defense appropriations where it affects private industry. We are 
interested in the Ameri‘an mer°hant marine. It is our responsibility. So will 
vou get the answer for this record as to who advocated this? 

Admiral Mumma. All right, sir. 

(The information referred to follows:) 

“The provision authorizing the transfer of vessels without reimbursement 
among various Government departments originally appeared, in substantially 
the same form, in the act of July 16, 1946 (Public Law 515, 79th Cong.), other- 
wise known as the Military Appropriations Act of 1947 (60 Stat, 549). An 
examination of availalle legislative material fails to disclosé just what Govern- 
ment department, if any, sponsored this provision. However, authority had 
existed during World War II for the acquisition by the Army, which was then 
engaged in ocean transportation of military cargoes, of vessels from various 
sources. The a ove-mentioned provision in the 1946 act was a logical extension 
of this wartime authority, and provided needed flexibility in the interchange of 
vessels among the several Government departments. The transfer provision in 
question has appeared in military appropriations acts since 1946.” 

ihe CHAIRMAN. Thank you very much. 

Admiral Mumma. Thank you, sir. 

Mr. Dina@euu. May I have just one question, Mr. Chairman? 
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The CHAIRMAN. Yes, sir. 

Mr. DINGELL. Tell me this. We are going to take this one vessel. the America, 
out of movement when we construct the new sister ship for the United States. 
Are there any contemplated plans either for use of that vessel in the Navy or for 
placing it in the reserve fleet at the present time? 

Admiral Mumma. I do not believe that the Navy has any such considered plans 
at the present time. I would suspect that it will get a considerable amount of 
study from here on out to determine whether there is an optimum utilization of 
that ship both commercially and, of course, the Navy would be interested in having 
such a ship be operating. An operating ship is always in better condition and 
particularly if it is making a profit for its owners, than one that is laid up. It is 
more readily available and it has more potential use to the Navy. 

Mr. DinGELL, Would the Navy contemplate using that as an active vessel by 
any chance? 

Admiral Mumma. I had better defer such a question to the Chief of Naval 
Operations, who determines such requirements. 

Mr. DinGe.t. He is not present. 

Admiral Mumma. They will be studying this. Captain Outerbridge is their 
representative and can insure that that point gets adequate study in the inter- 
vening period of time to insure whether the Navy would or would not be interested 
in operation of the vessel itself. 

Mr. DINGELL. You are familiar with this vessel; are you not? 

Admiral Mumma. Yes; not in detail, but I am familiar with their characteristics. 

Mr. DinGetL. Would vou say that it would be an economical vessel for the 
Navy to take over, speaking of the America, as a transport at this time? 

Admiral Mumma. I think that would require considerable study. I don’t know 
the economics of the ship. 

Mr. Dincetu. Has any thought been given to the possibility of laying this 
vessel up, and are you able to furnish this committee any answer at this time as 
to whether or not you would favor laying the America up when this new vessel is 
launched to replace it? 

Admiral Mumma. I think Captain Outerbridge has already stated that, if it 
were not in service, we would certainly recommend that it be laid up. 

Mr. Dingevu. Thank you. 

Thank you, Mr. Chairman. 

The CHarrRMAN. For the benefit of this record, would you furnish for the record 
the number and the value of ships that vou have in the Navy laid-up fleet, and 
the types of ship, and their value? 

Admiral Mumma. Are you speaking of combatant types, Mr. Bonner? 

Mr. ToLuerson. I would think yes. 

The CHArRMAN. State the value of all types of ships in type in your Naval 
Reserve Fleet for this record. 

Admiral Mumma. I would suggest that it might be wise not to put that list in 
the record, sir. 

The CuarrMan. I will tell you why we are asking. Mr. Tollefson is the orig- 
inator, and I agree with him on this. From time to time we are confronted with 
the reserve fleet of the merchant marine. The reserve fleet of the merchant marine 
has the same purpose as the reserve fleet of the Navy, so that we want to see if 
we some day can get a little comparison as to the cost. It is all for the same 
purpose. 

Mr. SEELY-Brown. Mr. Chairman, can I make a suggestion that, in view of 
what the admiral said, maybe that information could be made availa le for the 
committee privately. I assume that he hesitated to make it as a part of the 
public record, 

Admiral Mumma. If you would handle it in executive session in the committee, 
we would be perfectly sure of making it readily available. 

The Cuarrman. I understand your position. We will have that some day in 
a private session. 

Admiral Mumma. Yes, sir. 

The CuarrMan. Thank you very much, Admiral. 

Admiral Mumma. Thank you, sir. 


Mr. Bow. That is the testimony that I referred to, Mr. Chairman. 
Mr. Cievencer. Mr. Chairman- 
Mr. Preston. Yes, sir, Mr. Clevenger. 
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ESTIMATED COST OF REPLACEMENT FOR THE ‘‘AMERICA”’ 


Mr. CLeEvENGER. Do my recollections mislead me or serve me that 
the estimated cost of this new sister ship is some $21 million more 
than the America? 

Mr. Morss. It is substantially more than that in excess of the cost 
of the America, but we estimate about $31 million in excess of the cost 
of the United States. 

Mr. CLEVENGER. I am talking about the sister ship. It is about 
$31 million more than her cost. 

Mr. Morse. On the United States, the Government’s share 
was $44,610,000. The owners’ share was $32,800,000, a total of 
$77,410,000. 

Mr. CievenGeEr. In this short space of time, the cost is estimated 
to be over $31 million more? 

Mr. Morse. Yes, sir; that is accounted for by two reasons: One is 
the escalation in labor and materials, and the other is that the yards 
are now including a profit factor, which they did not include in 
previous bids. 

Mr. CLevencerR. They made a profit; did they not? 

Mr. Morse. That I could not answer. 

Mr. CievenGcer. That is all. Thank you. 


Sure ConstTRUCTION 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


| 
| 


2. Construction of prot type ships__-- é 10, 500, 000 | 1, 000, 000 
3. Acquisition of tankers _. ‘ | 9, 294, 278 | 350, 940 . 

4. Acquisitiyn of replaced ships. 3,000 | 14,997,000 | 11, 000, 000 
5. Research and development | 5, 750, 829 | 6, 801, 859 | 8, 000, 000 
6. Nuclear ship constructiyn and design : ice | 16, 500, 000 400, 000 
7. Administrative and warehouse expenses ; 585, 952 | 1, 215, 000 | 2, 200, 000 


Program by activities: 


1. Construction,differential subsidy $56, 936,049 | $87,258,716 | $122, 200, 000 


Total obligations Dibeenien ea eion | 72, 570,108 | 137, 623, 515 | 144, 800, 000 
Financing: | | 

Un»bligated balance brought forward _.---| —65, 112, 491 —78, 992, 383 —42, 068, 868 

Unobligated balance carried forward d ae = | 78,992,383 | 42,068, 868 | 17, 268, 868 


— - — 


RII 8 on : ; ...| 86, 450, 000 | 


100, 700, 000 120, 000, 000 
| 


Obligations by objects 





| ; 7 f 
1956 actual | 1957 estimate | 1958 estimate 


MARITIME ACTIVITIES 


07 Other contractual services- --.- : $889, 786 , 625, 461 | $1, 775, 000 

Services performed by other agencies__----- ' 788, 197 , 395, 000 2, 250, 000 
09 Equipment site ; 7 5 ‘ © 11, 700, 576 | , 149, 838 18, 400, 000 
11 Grants, subsidies, and contributions --- : | 59,036, 049 , 258,716 | 122, 200, 000 


Total, maritime activities___- Musdivbssantde 72, 414, 608 , 429,015 | 144, 625,000 
ALLOCATION TO DEPARTMENT OF DEFENSE 


Other contractual services. ..............- ‘ 155, 500 | 194, 500 | 175, 000 


es ecuneiinaasenbe 72, 570,108 | 137,623,515 | 144, 800, 000 
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Budget authorizations, expenditures and balances 





























| 1956 actual | 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation.....................-..-.---.------------------| $86, 450,000 | $100, 700,000 | $120,000, 000 
Balance brought forward: 
UROMIMNNOG 6 tscdcktanpes RisdCbntdhabaeiieeee 65, 112, 491 78, 992,383 | 42,068, 868 
SN Tan. ceabbcndicseke penwawekendpedteiels 13, 068, 874 56, 595, 177 | 154, 218, 692 
bia hte Lent cpa tobias 
Total budget authorizations available.................-. | 164, 631, 365 236, : 287, 560. | 316, 287, 560 
= as = = (= —S=S= 
EXPENDITURES AND BALANCES | 
Expenditures— 
Out of current authorizations. -_._-...-. - 10, 740, 561 4,000, 000 | 4, 000, 000 
Out of prior authorizations____-__- 18, 303,244 | 36,000,000 60, 000, 000 
Total expenditures..._........-- 29, 043, 805 | 40, ( 000, 000 | 64, 000, 000 
Balance carried forward: 
RN oh SPs Sco sete anes dann tod 78, 992, 383 42, 068, 868 | 17, 268, 868 
ek Sh cab iddotetecehecnibe ss ebuddenbadbeannadan 56, 595, 177 154, 218,692 | 235,018, 692 
| 
[$$ fd ne 
Total expenditures and balances.-_..........-.-----.---- 164, 631,365 | 236,287,560 | 316, 287, 560 
| 


| 


Mr. Preston. The first item we will take up under the program 
s “Ship construction.” ‘That is found on page 62 of the committee 
print and page 756 of the justifications. 

We will insert that page, 756, in the record at this point. 

(The justifications referred to follow :) 


Snip CONSTRUCTION 


Summary of requirements 
cand ane ; $82, 700, 000 
18, 000, 000 
Total. _- giecoyiaie ‘ ‘ 100, 700, 000 
Deduct: Nonrecurring programs ne SS ‘ i ae 2 OR. LS. — 100, 700, 000 
Base for 1958 ; ad ; uk i pada 

Net difference, 1958 over 1957: 


Appropriation, 1957 (regular bill) 
Second Supplemental Appropriation Act, 1957 


By activity 





Construction-differential subsidy 


Acquisition of replaced ships--- 


Research and development 


Administrative and warehouse expense 


Gross requirements-. 


Total estimate of appropriation, 1958 


PRESTON. 


Mr. 


| Requirements 


1957 adjusted | 1958 estimate 





| $104, 000, 000 
6, 000, 000 


2, 000, 000 


120, ‘000, ‘000 


SHIP REPLACEMENT PROGRAM 


8, 000, 000 | 


Difference, 


= 7s ase (+) 


[=9 


“| 

| 

| 

| . 

( decrease 
| 


+$104, 000, 000 
| 6, 000, 000 
} +8, 000, 000 
L +2. 000, 000 
| 


+120, 000, 000 


120, 000, 000. 


120, 000, 000 


We have heard the chairman discuss in his general 


statement much of this program already. There are some specific 


questions, however, we would like to go into about it. 
I think it would be appropriate at this time to have some comment 
about the long-range ship replacement program, as you view it, and as 


to its essentis lity. 
Mr. Morse. 


mar ily between the y 


As you know, 
existing operating fleet are war-built vessels. 
years 1942 and 1946, so that these v 


and as the committee knows, most of the 
They were built pri- 
vessels will be- 
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come 20 years of age in a block in the years 1962-66; at least 80 per- 
cent of the operating American fleet falls within that category. 

There will be a block obsolescence at that time, unless there is a 
means devised to level out that big peak of ships that become over-age 
at that time. 

We have entered into long-term operating subsidy contracts with 
operators in which we have advanced the building of some ships, and 
deferred the building of other ships, resulting in a net advancement 
on the age of vessels, so that these operators will be replacing their 
ships on the average, when their existmg vessels are 17 to 18 years 
of age. 

The result has been that by the time we furnish signing up the con- 
tracts with the remaining operators—and we have signed up in the 
neighborhood of 8 or 9 operators at the present time— but by the time 
we finish all 15 operators, we will have a progr: am which will require 
the operators to replace between 20 and 25 cargo ships per year, so 
that instead of there being a peak building period, spread over a 
period of 3 or 4 years, there will be a continuing activity for 13 to 15 
years, and then, from there on, it will be on a v irtu: uly self-renewing 
basis annually. 

Mr. Preston. As you see the program and the need, I take it that 
you believe that this is a continumg program, indefinitely ? 

Mr. Morse. I think it will be indefinite from now on. It isa pro- 
gram which is essential, absolutely, for national-defense purposes, and 
it is equally important for the general economic well-being of the 
country in stabilizing and protecting the American importer and ex- 
porter for ocean rates. 


EFFECT OF DEFENSE PLANNING ON MERCHANT MARINE 


Mr. Preston. Mr. Morse, what do you and your people think about 
this proposition that is being quietly talked about in the Defense 
Department, but not publicly, that it is the considered opinion of 
military leaders that there will be absolutely no need for merchant- 
marine support on any future D-day in which we might be involved ? 

Mr. Morse. That, I think, is a high-level discussion between the 
Air Force and the Navy Department in the Department of Defense. 
and I am not eae to express a view on that. The only directive 
we have from the National Defense Council is that we do proceed with 
a regular replacement program of merchant ships, and until that is 
superseded, we have no alternative. 

Mr. Roruscuitp. May I add a word, Mr. Chairman ? 

Mr. Preston. Yes. 

Mr. Roruscuiip. I would like to say to vou there are at least two 
schools of thought in the Defense Department on the question of lift 
of war-supporting cargoes. 

Mr. Preston. You remember, I said “D-day.” 

Mr. Rornscuip. Yes, sir. I do not think anyone feels that the 
total war effort of the next war will be over on D-day. 

Mr. Preston. That is right. I think it must be conceded, just as a 
practical proposition, that any D-day operation on the part of this 
or any other major power would be an aerial blow that would not 
involve merchant-marine support. I do not think we can escape that 
conclusion. 
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Now, as to the scope of activity, 2 or 3 weeks after D-day, or 
10 days, or whatever it might be, is another thing. But I think that, 
since this subsidy program was established on the idea that it is essen- 
tial in order to maintain a strong merchant fleet to support our De- 
fense Department, and since the advent of new weapons and the new 
techniques and new concepts of warfare, we are fast approaching the 
time when we will have to reappraise our merchant-marine program 
to pattern it more nearly to suit the new defense concept. 

There is not any other justification, basically, is there, Mr. Morse, for 
the subsidies that we contract for, except to enable us to maintain an 
American merchant fleet, knowing that we cannot maintain it against 
foreign-flag vessels, if they are not subsidized ¢ 

Mr. Morss. That is the second basis for it. It is spelled out in 
section 101 of the 1936 act, which says: 

It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a) 
sufficient to carry its domestic waterborne commerce, and a substantial part 
of the waterborne export and import foreign commerce of the United States, and 
to provide shipping services on all routes essential for maintaining the flow of 
such domestie and foreign waterborne commerce at all times. 


It then goes on— 
capable of serving as a naval and military auxiliary. 

Mr. Presron. Regardless of the language of the act concerning the 
conduct of waterborne commerce, I think that, in Congress, the con- 
trolling, overpowering factor has been the fact that we believe that 
we must have merchant-marine support for our Defense Department. 
The majority of people who serve in Congress today were a part of 
the last war in the military service, the great majority. We all saw 
firsthand the absolute necessity for that. type of operation for mer- 
chant-marine support. 

We have moved through a swiftly changing era since World War 
II, and great changes have been made in defense planning. I am 
wondering if any conversations or talks have been had with you people 
along this line with Defense Department people. 

Mr. Morse. Yes. May Admiral Ford speak to that ? 

Mr. Preston. Yes.sir. Admiral Ford’ 

Adiniral Forp. We get our requirements for national defense from 
the Defense Department, from the Joint Military Transportation 
Committee, which is a branch of the Joint Chiefs of Staff, and that re- 
quirement calls for a certain number of cargo ships, transports, and 
tankers. That varies from year to year. 

We have had the most recent results of their studies, and it still in- 
dicates a deficiency in the various types of ships for national defense 
on mobilization. 


That is a result of the decision reached by the Joint Chiefs of Staff 


as to the current war plans, and it takes into account the changing con- 
cepts of warfare. 

Mr. Morse. It seems obvious to me that since the Navy is asking for 
20-knot ships in the new merchant fleet, they are planning to use these 
vessels in the event of a war. 

Mr. Preston. They will continue to ask that so long as there has 
been no announced and published change in defense policy. It will be 
no doubt 2 to 3 years that they will continue that, even after it is gen- 
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erally accepted in military circles, but unannounced. That is not sur- 
prising at all. 

Mr. Morse. I would respectfully request that the committee refer 
to a bulletin entitled “Maritime Affairs,” which has just been issued 
by the Committee of American Steamship Lines—that is the sub- 
sidized group—which outlines the economics of the cost to the Govern- 
ment of the subsidy program, and their participation in the overall 
economic situation of the United States, and it is no small contribution 
that the steamship lines provide in the overall economic situation in 
the Government. 

There is a very substantial recovery by way of taxes, by way of em- 
ployment, and generally in the health of the economy of the country. 

Mr. Preston. I would be the first to concede that. I certainly would. 
T was just inquiring as to whether any conversations or talks had gone 
on between you people and the Defense Department about this thing. 

I am not raising this as a subject that is proper for debate even to- 
day. But it will be debated in the not too far distant future, I am sure. 

Mr. Roruscuitp. Would it be helpful to this committee to have 
some supporting testimony from Navy or the Joint Chiefs? 

Mr. Preston. I think we could pretty well anticipate their testi- 
mony, Mr. Rothschild. As I say, I do not think it is a subject for 
serious discussion in these hearings today, but we are bound to be talk- 
ing about this in the very near future. It came up in connection with 
what our long-range program is for ship construction, the replace- 
ment program, 


NEED FOR SUBSIDIES 


Mr. Morse. Our experience is that the ship operators in the foreign 
trade are unable to replace their existing vessels unless some form of 
Government assistance is provided. They are required to build their 
vessels under the American flag and the operating costs are three times 
as great, approximately, as the operating cost of the competing foreign- 
flag carriers; the cost of construction is mee 40 to 45 percent in 
excess of the foreign building cost, so that they are at a distinct handi- 

cap costwise, and none of the American- flag Sen ators that are not 
subsidized at the present time are in a position to replace their existing 
vessels. 

Mr. Preston. We understand those things, Mr. Chairman. 


NUMBER OF FIRM AGREEMENTS FOR SHIP CONSTRUCTION 


Now, in your general statement, did you give us the number of firm 
commitments or firm agreements that you have now ? 

Mr. Morse. Twenty-one vessels; yes, sir. 

Mr. Preston. Would you furnish us a chart showing us the date the 
contracts were signed for the 21 vessels you referred to? 

Mr. Morse. Yes, sir. We will enlarge that to show the dates when 
the contracts were signed. 

Mr. Suetiry. That is the same information that starts out on page 
759, is it not? 

Mr. Morse. Yes, sir. It commences at the middle of page 758. 

Mr. Preston. All 21 ships are included there ? 
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Mr. Morss. Yes, sir, and more. There is a total of 47 indicated 
there. Twenty-one are the ones that we are proposing to proceed with 
under the carryover funds, and the amounts requested at this time. 

Mr. Preston. They do not all indicate firm contracts. 

Mr. SuHetivy. Are some of them anticipated only at this time? 

Mr. Preston. Yes. I am talking about firm agreements. You have 
21, you say, on firm agreements ? 

Mr. Morsr. Yes, sir. 

Mr. Preston. Furnish us a list of those, and give us the dates the 
contracts were entered into. 

(The information to be furnished follows :) 


CONTRACT REQUIREMENTS COVERING SHIP REPLACEMENT 


American Export Lines, Inc. 

Existing subsidy contract (FMB1) approved for modification August 23, 1956, 
to provide for construction of four cargo ships. Date required to enter into econ- 
struction contract originally established as May 1, 1957, and extended to Septem- 
ber 30, 1957. Company made formal application for construction subsidy on 
October 8, 1956. 


American President Line, Ltd. 


Agreement to build included in new subsidy contract (FMB50) dated May 11, 
1956, with a construction contract date for the two combination ships specified 
no later than June 30, 1957. This latter date may have to be extended due to 
extenuating circumstances. The company made formal application for construe- 
tion subsidy by letter of March 15, 1955, as amended on June 1, 1955. 


Lykes Bros. Steamship Co. Inc. 


Letter agreement of June 27, 1955, to construct five cargo ships as a condition 
to approval of voluntary deposits called for construction.contract by July 1, 1956. 
Negotiations with the company as to characteristics of the proposed new vessels 
and the establishment of a long-range replacement program for its entire fleet 
necessitated extension of the date for construction contract to June 30, 1957. 
The company made formal application for construction subsidy under date of 
December 13, 1955. A new operating subsidy agreement incorporating a long- 
range program, including these five ships, is almost completed. 


Moore-McCormack Lines, Ince. 


A long-range replacement program is included in the new subsidy contract 
(FMB48) dated October 7, 1955. This program provided for delivery of 2 
new ships in calendar year 1958, 2 in 1959 and 3 in 1960. Under date of May 18, 
1956, the company made formal application for construction subsidy on the 
basis of contracting for all seven ships at one time in lieu of separate contracts 
per FMB4S8. 


United States Lines Co. 


Under terms of addendum No. 18, dated August 11, 1955, to subsidy contract 
(FMB19), operating subsidy for the Steamship America will terminate August 
1, 1958, unless United States Lines makes formal commitment for its replacement. 
The company made formal application for construction aid on October 30, 1956. 
Bids for this construction are scheduled to be opened March 21, 1957. 


Ore Transport, Zac. 


This company, on March 22, 1956, made formal application for aid in the con- 
struction of a combination ore carrier-tanker. Bids have been received and are 
under consideration. 


Central Gulf Steamship Corp. 


This company, on May 4, 1956, made formal application for aid in the construc- 
tion of one bulk carrier. Plans of the proposed new vessel are presently being re- 
viewed by the Department of the Navy. 





SHIP CONSTRUCTION APPROPRIATION FOR FISCAL 1957 


Mr. Preston. What have you done this far with the $65 million 
we appropriated for fiscal 1957 / 

Mr. Morse. None of that $65 million, sir, has been obligated. That 
is included in the $92 million that I referred to in my testimony. 

Mr. Preston. Very well. It appears that the committee was en- 
tirely proper in the action that it took last year, then, does it not? 

Mr. Morsr. Which specific action are you referring to, the supple- 
mental request that was made ? 

Mr. Preston. No, in the regular bill, when we reduced the total 
amount for ship construction. 

Mr. Morse. Yes,sir. You were 100 percent correct. 

Mr. Preston. The $2 million we allowed for the American President 
Lines, that is for two combination ships; is that not right / 

Mr. Fisuen. That: was the conversion of two Mariners, 32.5 million. 

Mr, Presron. For the American President Lines ? 

Mr. Fisuer. Yes, sir. 

Mr. Preston. Hasthat been obligated or spent ? 

Mr. Fisner. It has not been obligated to date. 

Mr. Preston. What is the reason? Are they still planning 

Mr. Morse. No, sir; we have some $17 million or $18 million ear- 
marked for Mariner conversions. The operators are deferring these 
conversions, primarily because the market is at such a high level now 
they want to take maximum advantage of the utilization of the ves- 
sels, and they are deferring these conversions until there is a slacken- 
ing of the cargo availability. 

Mr. Roruscnitp. Business is just too good, Mr. Chairman, to lay 
the ships up and work on them. 

Mr. Preston. IT know. It has never been so good. Iam glad of it. 
T like to see them busy. 


USE OF MARINERS 


Mr. Suewiey. I will make this observation at this point, if I may, 
Mr. Chairman 

Mr. Preston. Yes, Mr. Shelley. 

Mr. Suetiey. Business is so good they are running these ships on 
such fast turnaround, and these Mariners are such fast vessels, I might 
interject here, I am proud that we built them, having had some little 
part in it, but after taking a trip on one last fall, I am beginning to 
get a little worried that after about 4 or 5 years there will not be much 
of a ship left, the way they are loading and running them and not 
giving much time for any overhaul or upkeep work on them. 

Mr. Rornscump. They will be the losers, then, will they not, Mr. 
Shelley ¢ 

Mr. Sueuiey. They probably will. 

Mr. Morse. We have inspectors go aboard on frequent occasions, 
Mr. Shelley, so that we will keep an eye on them, to the best of our 
ability, to see that they do not run these ships into the ground. 

Mr. Sueriey. To pick up a day’s time coming back fr om the Far 
East, they will travel the Great Circle route all year around, loaded 
with deck cargo, whereas one would think that in the winter months 
they would haul a little further to the South and give their crews a 
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chance to do upkeep work around the deck and the outside super- 
structure. 

On that route they cannot do it. I saw it. In fact, the chief mate 
and the boatswain of the ship I was on told me they had not been able 
to scrape the ship or paint the deck for about four voyages. 


REPLACEMENT OF “AMERICA” 


Mr. Preston. Mr. Morse, let us talk a little bit about these two ships 
that are going to be the subject of much discussion from now on out, 
Iam sure: The American President Lines’ ship, and the United States 
Lines’ ship. 

When we talk in terms of replacing the America, we must take into 
account that the America was practically rebuilt at the end of World 
War IT; was she not? 

Mr. Morsr. Yes, sir. 

Mr. Preston. She was put in first-class condition— practically new- 
ship condition—was she not? 

Mr. Morse. That is my understanding. 

Mr. Preston. In that case she would not be considered in reality 
much more than a 15-year-old ship; would she / 

Mr. Morse. Unless the Coast Guard grants waivers, though, it is 
my understanding that when she becomes 20 years of age, she may not 
be operated with subsidy, except with our waiver from the Maritime 
Board. 

AUTHORITY OF MARITIME BOARD TO GRAN'T WAIVER 


Mr. Preston. Yes, sir. That is right. 

Now, then, that gets us around to the question of what the Mari- 
time Board would do. You are aware of the fact that we, in the 
Congress, are faced with the proposition of trying to bring about 
some economy and some reduction in this budget. When we seek to 
do that, we naturally turn to items that, while they may be most desir- 
able, may not be completely essential in the fiscal year in which they 
are requested. 

If the committee saw fit to defer building replacement for the 
America for another year, and a 20-year period of time presented it- 
self before you were able to contract or to replace it, the Board would 
then have authority to continue the subsidy contract, despite the fact 
that she had not been replaced, in accordance with the terms of the 
contract; would it not? 

Mr. Morse. Yes, sir. We have that authority to grant a waiver. 

Mr. Preston. Have you granted such waivers in the past? 

Mr. Morse. We have done so for Moore-McCormack on their two 
passenger ships, after we received a certification as to their seaworth- 
iness by the Coast Guard. 

Mr. Preston. In view of the condition of the America, and her 
rehabilitation after World War II, do you seriously anticipate any 
condemnation by the Coast Guard at the end of her so-called 20-year 
period ? 

Mr. Morse. No. We do not anticipate any real problem. Those are 
being passed on under special surveys by the Coast Guard. 
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DEFENSE REQUIREMENTS AS TO THE “AMERICA” 


I might mention at this time, Mr. Chairman, in this regard we are 
talking about these two vessels for national-defense purposes. The 
speed of the United States is classified, but the published speed on her 
first voyage was slightly over 35 knots. The speed of the America 
is 221% knots. 

The troop-carrying capacity per annum to Europe of the America 
is 124,000 troops; of the United States, is 308,000 troops. 

Knowing that you must know, and what my limited information 
is, on the safety to our boys traveling as troops in these vessels, I 
cannot begin to place any dollar value on the benefit of having a 
faster vessel than the America. That is not my problem. I just call 
that to your attention. 

Mr. Preston. We always let sentiment have some bearing on our 
action, of course, but we are not at the point yet where we will have 
to be measuring the appropriation for this ship in terms of loss of 
life of American soldiers and sailors and marines and airmen. 

I am thankful that we are not. Since we are now operating in a 
peacetime period, we have to view this, first of all, from an economic 
standpoint, rather than from purely the question of having a desirable 
speed of vessels. 

Mr. Morse. On the economics of the thing, if the building costs 
continue to increase, as they have the last several years, we can an- 
ticipate, perhaps, another $5 million in the cost, if we defer it for 

another year. Furthermore, on our operating subsidy, the America 

is operating at a break-even, or even at a losing position, dollarwise, 
whereas the United States is operating at an annual profit factor of 
about $3 million, after subsidy and taxes. 

Mr. Preston. All right. 

Mr. Morse. That affects our recapture position. 





































JUSTIFICATION 





FOR AMERICAN PRESIDENT LINES PASSENGER SHIP 


Mr. Preston. What was your justification in putting in your 
original budget a request for a passenger ship—we might as well call 
it that, rather than a combinationship, because the cargo feature to 
it is very slight—for the American President Lines? What was your 
real justification for requesting $32 million for that ship, then ? 

Mr. Morse. That will be predominantly a passenger ship. 

Mr. Preston. What was your justification, though, for putting it in 
the budget? Did that have any defense aspects? 

Mr. Morssr. It will be a vessel—we still do not know what the 
speed will be, as required by the Navy—but we are thinking in the 
neighborhood of 26 to 28 knots. 

Mr. Preston. What I am getting at is, you put it in your budget 
originally, and submitted it to the Congress, $32 million for this pas- 
senger ship. Was defense need a consideration in 1 requesting that 
ship ? 

Mr. Morse. Yes, sir. The Navy certifies to us that there is a de- 
ficiency in the troop-carrying capacity. 
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REASON FOR DELETION OF PASSENGER SHIP 


Mr. Preston. It must not have been so serious. You have with- 
drawn it before we were even able to consider it, and yet you are 
sitting here justifying the replacement for the America on strong de- 
fense needs and you canceled out a request for another passenger 
vessel of $32 million. 

Mr. Morse. I am a member of a team, Mr. Chairman. My captain 
directed me to delete $25.5 million from our construction-subsidy re- 
quest. We had two alternatives: The America replacement, or the 
APL ship. I did not feel that I could justifiably request the deletion 
of the America replacement, in view of the fact that I had appeared 
before the Merchant Marine and Fisheries Committee urging that we 
proceed with the America replacement, and in view of the fact that 
we had requested bids from shipyards, and they had gone to some ex- 
pense and have gone to some expense in preparing these bids. 

I had to make a determination which of those two vessels I would 
delete from the budget. I selected the American President Lines’ 
ship; also in part on the basis that the American President Lines’ ship 
was not as far along in its planning situation as was the America re- 
placement. 

Mr. Preston. I think Mr. Rothschild, perhaps, this calls for some 
comment from you. You are asking us to go before the Congress for 
the big program to build a passenger vessel on a defense-needs basis, 
and, of course, in accordance with the terms of the subsidy contract, 
but at the same time you have withdrawn another passenger vessel. 

I think maybe you had better make some comment about that action. 

Mr. Suetxey. Is this the captain that you were speaking of? He 
is talking about being on a team. Is this the captain? 

Mr. Morse. I was referring to Mr. Weeks; I assume, also, that 
Mr. Rothschild is directed by Mr. Weeks. 

Mr. Preston. We would be glad to hear from you, Mr. Rothschild. 

Mr. Roruscuttp. Mr. Chairman and gentlemen, the question of how 
much money is asked for by the executive branch is always a matter 
of great discussion, as you gentlemen are so well aware. There are 
always several points of view. ey. 

At some point along the line, and generally before the justifications 
are prepared, a meeting of the minds takes place. In this particular 
instance, it was necessary to change our minds, because of determina- 
tions made that the total expenditures for the Department of Com- 
merce would be less than we had at one time anticipated they would 
he. 

That is evidenced by the fact that the supplemental which we had 
advised your committee would be coming up for 1957 is now no longer 
contemplated. 

As to why we chose one passenger vessel over another, that was Mr. 
Morse’s choice, and I think he made a wise choice, and I support his 
choice, because of the facts which he has outlined to you, that the 
planning for the America replacement was very much further along, 
and in my thinking, Mr. Chairman—and I am sure this expresses the 
view of others here—the request for the American President Lines’ 
passenger vessel has only been deferred. It has not been put aside 
on a permanent basis at all. 
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I would contemplate that it would be a part of the following year’s 
program, and perhaps the funds will be available, if granted in the next 
year’s program in sufficient time, to deliver the ship at no later date 
than it would have been deliver able had we gotten the funds in this 
year’s budget. 

Mr. Preston. Mr. Morse, under the testimony developed thus far 
today, it eppears that for the 21 ships that you plan to replace it would 

take $170.500.000 to do it 

Mr. Morse. That is correct. 

Mr. Preston. You now have on hand $92 million ? 

Mr. Morst. That is correct. 

Mr. Preston. Which would allow for the replacing of 17 of the 21? 

Mr. Morse. That is correct. 


ACQUISITION OF REPLACED SHIPS 


Mr. Preston. This would be carrying on the ship replacement pro- 
gram at a fairly active rate. Of course, you are asking for $6 million 
to acquire ships. 

Mr. Morse. Yes. 

Mr. Preston. If in the fiscal year 1958 you only replace 17 ships 
you would have roughly adequate funds on hand to replace that num- 
ber of ships, would you not, lacking perhaps $1,250,000 ? 

Mr. Morse. That is correct. We are asking in the 1958 budget 
funds for the America replacement, and for 1 bulk carrier and for 2 
dtry-cargo carriers for the Moore-McCormack Line. We are very 
hopeful that we will at least get funds for the three smaller ships. If 
everything were deleted we would not need the $6 million, but if only 
the big ship were deleted we would need in the neighborhood of be- 
tween $2 million and $8 million for ship trade-ins. In other words, 
of the $6 million requested for ship trade-ins, $3 million is attributable 
tothe America trade-in. 


RESEARCH AND DEVELOPMENT 


Mr. Preston. Do vou have a statement that you could give us about 
what use is made of funds appropriated for research and development 
for 1956 and 19574 Do you have a breakdown of how the funds were 
used ¢ 

Mr. Morse. On the Liberty ship conversions, I can give you that in- 
formation. We will have the other for you in a moment. 

We spent a total of $12,278,000 on the first four Liberty conversions: 
the Benjamin Chew, which is a steam turbine, costing us $1,798,221; 
the Thomas Nelson, a geared diese], $3,094,007: the Jokn Nargeant, 
gas turbine, open eycle, $3,559,626, and the W7//iam Patterson, gas 
turbine, free piston, $3,606,160, and design and testing, $219,933. 

We have a breakdown of the identity of these items on which we 
spent this money. 

Mr. Preston. How much did you spend in 1957 ? 

Mr. Fisner. We have obligated roughly $1,250,000 to date from 
funds appropriated other than the conversion of Liberty ships. 

Mr. Morse. We have entered into three nuclear study programs im 
conjunction with a working group. The Atomic Energy Commission 
and ourselves act as a joint working group. They have obligated 
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themselves for 3 study contracts on various types of reactors and we 
have on our side obligated ourselves for 3 study contracts. 

Mr. Preston. The committee print shows that in 1957 you planned 
to spend $6,801,000. You were only appropriated $4 million. Where 
did you find the rest of the money ? 

Mr. Fisner. $2,800,000 is a carryover from the 1955-56 program. 

Mr. Preston. Is it just a case of us appropriating too much money ? 

Mr. Frsurr. We received an appropriation of $2.5 million in 1956 
and $4 million in 1957. The $4 million included $3.6 million for the 
conversion of a reserve fleet vessel, and that contract has not been 
awarded. 

Mr. Preston. Well, did you carry over to 1957 all of your appropria- 
tions made in 1956? 

Mr. Fisuer. There were some contracts awarded, I believe, against 
the $2,800,000. There were some carryover balances from 1955 as well. 

Mr. Morsr. Could we identify for the record precisely what has 
been awarded in 1955 and 1956 and 1957 ? 

Mr. Preston. Yes, give us a statement for those years. 

(Information requested is as follows :) 


Siatus of research and development funds as of Feb. 28, 1957 





A dminis- 
Recorded Recorded trative Anticipated 
obligations obligations | reserves to | contracts 
Item Total as of June | July 1,1956,, complete | Mar. 1, 1957, 
available 30, 1956 to Feb. 28. | contract to June 30, 
1957 (commit- 1957 
ments) 
1955 appropriation: Conversion of 4 Lib- 
erty ships $12, 300, 000. $11, 412, 026 $604, 427 $223, 547 
1956 appropriation 
Ship structure research 100, 000 80, 500 19, 500 
University of Michigan nuclear study 75, 000 75, 000 
Model basin tests 50, 000 20, 000 10, 000 $20, 000 
Cargo handling researc! 160, 000 85, 000 65, 000 10, 000 
Roll-on roll-off study 20, 000 20, 000 
Design contracts 505, 000 305, 615 R35 198, 550 
Nuclear feasibility studies 600, 000 563, 625 36, 375 E 
Seakeeping studies 185, 000 52, 500 132, 500 
Hydrodynamics research 50, 000 50, 000 
Cias turbine generator sets : 250, 000 250, 000 
Thermal stress study 60, 000 60, 000 
Cargo handling equipment 420, 000 420, 000 
St. Lawrence seaway study 25, 000 21, 400 3, 600 
Total § 2, 500, 000 586, 115 667, S60 164, 975 1, OR1, O50 
1967 appropriation 
Conversion of 1 Liberty 3, 600, 000 3, 600, 000 
Ship structure research 100, 000 100. 000 
Design contracts 150, 000 150, 000 
University of Michigan nucleur study 75, 000 10, 000 65, 000 
Model basin tests 25, 000 25, 000 
Cargo handling research 25, 000 25, 000 
Seakeeping studies 25, 000 25, 000 
Total 4, 000, 000 10, 000 125, 000 3, 865, G00 
18, 800,000 | 11, 998, 141 1, 342, 287 513, 522 4, 946, 050 


| Obligatiorr of funds for the research program authorized in fiscal year 1956 was deferred pending clarifica- 
tion with the Appropriations Committees as to authority to convert a Liberty ship under the program. 
Decision on this matter was received too late to permit reseheduling and use of the funds in that fiscal year 
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Mr. Preston. It looks as though we may have been going a little 
strong on that. 

Mr. Morse. No. The major item is the $3,600,000 in our 1957 appro- 
priation for the fifth Liberty conversion. 


RESEARCH PROJECTS IN 1958 


Mr. Preston. What do you propose to do in 1958 in this research and 
development program ? 

Mr. Morse. We are asking $1 million on that. We are proposing to 
spend $90,000 continuing our cargo-handling research activities; 
$50,000 to the David Taylor Model Basin; to the ship structure com- 
mittee, which is a joint committee of the Navy, the Coast Guard and 
ourselves, $100,000; advanced ship design, $260,000, and component 
development, $500,000. We think that these research projects are of 
real value. 

For example, on the first two Liberty ships we installed some new 
cargo gear, different types of arene, hatches and things of that sort, 
to test whether they are advantageous, or disadvantageous to the mer- 
chant marine, and we are finding they are about 10 percent more effi- 
cient than the standard cargo gear. ‘We are testing those out. That 
is the sort of activity we are using the funds for. 

Mr. Preston. I watched some cargo unloading last fall for quite a 
few days, and I do not believe there has been any improvement made 
in the methods and techniques of cargo loading and unloading in years. 

Mr. Roruscuitp. Not since Columbus time. 

Mr. Preston. Some of the most ancient techniques are still used in 

cargo handling. I know that there are many methods that could be 

employed or developed by American businessmen to simplify and 
expedite the loading and unloading of ships. They still use the old 
and ancient ways. 

Mr. Morse. You are absolutely right. 

Mr. Preston. You will meet opposition from the longshoremen. 

Mr. Morse. Yes. 

Mr. Preston. But everything of antiquity must eventually be re- 
placed, and it is time to replace some of the techniques being used now. 

Mr. Morse. Of interest to the committee, Grace Lines have a tech- 
nical group set up, and also Matson and each is spending between 
$250,000 and $500,000 a year in this sort of program. I think some 
of these steamship lines are beginning to look forward instead of 
living in the past. 


NUCLEAR PROGRAM 


Mr. Preston. Now, for the nuclear program you are asking for 
$2 million. You had $18 million last year for a nuclear tanker. What 
is the need for the $2 million for a nuclear program ? 

Mr. Morse. We do not think, and I am sure that you do not, that 
the nuclear ship for which we received a $18 million appropriation last 
vear is the final word in nuclear propulsion. That ship is progressing. 
The design has been finalized and as far as the hull is concerned and 
the plans and specifications, they are being developed. The reactor 
contract has not been signed. It has been ‘approved in principle be- 
tween the Atomic Energy Commission and Babcock & Wilcox, so that 
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ship is moving along. This is for the purpose of the development of 
other activities, other sources of use of the atomic power—different 
types of reactors, different types of transmission of the heat from the 
reactor to the propulsion plant. 

Mr. Preston. How do you plan to spend this $2 million Mr. Morse? 
Who is going to get it ? 

Mr. Morse. This is what we have in mind: we have design and con- 
struction of hot fuel shipping equipment for transportation of these 
fuels to Atomic Energy Steel reprocessing plants. Included 
are: a specially built railroad car, forced cooled temporary storage 
facilities and shipping casks, $150,000. 

The design, development. and fabrication of a training simulator 
and a mock-up of reactor for crew training, $750,000. 

Development, design and fabrication of waste disposal equipment, 
including volume reduction equipment, fixation equipment and con- 
tainers, $100,000. 

Design and fabrication of emer gency at sea decontamination, repair 
and salvage fixtures, tools and spec cial equipment, $75,000, 

Design “and development of a closed cycle gas turbine and associ- 
ated propulsion machinery and instrumentation for application with 
the gas-cooled reactor concept, $400,000. 

Research into the transport of fission products and fuel materials 
in oceans, harbors and ports, $300,000. 

A series of ship operating studies which will include: layout and 
master plan for shore facilities; ship safety; study of possible energy 
conditions and development of emergency procedures; studies of codes, 
regulations and specifications affecting nuclear-powered merchant 
ships; study and development of procedures relating to operation of 
reactors on board ships, $225,000. 

That all totals $2 million. 

Mr. Preston. Who is going to do this study for you ? 

Mr. Morse. Various people: universities and technical groups and 
some research organizations. 

Mr. Preston. Do these universities drum up some of this business? 
Do they come around to you and say, “Let us do some of this work 
for you,” and then you ask Congress for the money ? 

Mr. Morse. No; that is not the way it works. We have the joint 
group between the Atomic Energy Commission and ourselves who de- 
termine what areas we should move into in this reactor program for the 
merchant ship propulsion, and they are the ones who decide which 
fields we should move into and the approximate cost. 

Mr. Sueiiey. I get the impression from what you have said that 
this is a plan, or a conception of what you see ahead and how you 
want to handle it. There is nothing nailed down at this point. This 
is only an approximation of the cost. 

Mr. Morse. That is right. We have not been in a position where 
we could invite bids on things of this sort. 

Mr. Suettey. In arriving at the figures that you have just read, 
did you have any consultations with people who might eventually do 
the work which would give you a basis for arriving at these estimates ? 

Mr. Morse. No. We have not done so, but they have been developed 
primarily in consultation with the Atomic Energy Commission and 
they have been doing a lot of of this sort of activity. 


89841—57——_27 
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Mr. Preston. You know, the Atomic Energy Commission’ gets a 
barrel of money and they go around and tell everybody else what they 
should do and suggest that they get a little bit too. I wish that we 
could put together some time all of the money that goes into this 
atomic business and see what it runs to. It is being spread all over 
the country—colleges, universities and everywhere. 

Mr. Horan. So much of it is classified that you cannot find out. 


ENGINE IMPROVEMENT PROGRAM 


Mr. Preston. Are you going to do the same type of research on 
engine improvement—farm it out to universities and business institu- 
tions and laboratories, and so forth ? 

Mr. Morse. No. The engine improvement program in 1958 will 
be an improved gas turbine. We will incorporate in the sixth Liberty 
conversion the knowledges and advantages which we will have gained 
by operating the first gas turbine and the free- piston job. This will 
pick up all of the improvements we can possibly pick up. We hope 
to have this Liberty operating at a 20-knot speed. The John Sargeant, 
during her first trials, did a fraction over 18 knots and she was an old 
10-knot Liberty ship. 


ADMINISTRATIVE FUNDS 


Mr. Preston. What is the present unused balance of administrative 
funds ? 

Mr. Fisuer. Current year funds? 

Mr. Preston. Yes, cumulative. 

Mr. Fisuer. As of December 31, we had cumulative obligations of 
$1,235,000 against a cumulative appropriation of $5,400,000, leaving 
an unobligated balance of roughly $4,165,000 of which $510,000 will 
be obligated in the last half of the current fiscal year. 

Mr. Preston. You will have ac arryover then at the end of the fiscal 
year ? 

Mr. Fisner. Yes. We will have a carryover of administrative funds 
to complete the construction of the ships for which funds have been 
approved. These funds were intended to cover the life of the program. 

Mr. Shelley, do you have any questions on this item ? 

Mr. Suexey. I will wait until Monday morning. 

Mr. Crevencer. I have just one. 

Probably the majority of these Libertys are older than the America, 
are they not—the hulls? 

Mr. Morse. No. All of the Libertys were built subsequent to 1942. 

Mr. Crievencer. When was the hull laid for the America? 

Mr. Morse. She was delivered in 1940, so she would have been 
started about 1938. 


CONVERSION OF LIBERTY SHIPS 


Mr. Crevencer. I voted to give you the money for this study and 
the conversion of 3 or 4 Sypes of propulsion, but is there any reason 
for building them except for a crash program in case of war? 

“ir. Morsr. The Libertys ? 

Mr. Crevencer. The Libertys at their present age. They are now 
15 years old and upward. The America was probably much more 
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carefully constructed than the Libertys. We should not convert any 
except to use in an emergency. , 

Mr. Morse. I would like to answer that in two ways. First, we 
think that we are gaining a tremendous amount of know ledge and ad- 

vancement in engine design i in this activity. 

Mr. Cievenaer. That is what I hoped we would get when we gave 
you the money at first. 

Mr. Morse. Secondly, we will know after a year or two of operation 
for a Liberty ship at these higher speeds whether it is feasible to con- 
vert these ships and use them ‘for a number of years ; whether they are 
sufficiently well built to stand the gaff of these higher speeds. Until 
we have operated a half dozen for a year or so we will not know 
whether they should be scrapped or not. 

Mr. Cievnncer. We remember some of the funny things that hap- 
pened to them, either tied to the docks or in transit. That is the 
“iffy” thing with me. I am perfectly willing to let you carry on all 
of this development in engines and propulsion, and I am willing, in 
the case of an emergency, to use them, but I cannot see the sense of 
converting too many of them now. 

Mr. Morse. If we get the funds that we are asking for at this time 
there will only be a sixth vessel. 

Mr. Crevencer. The development of it cannot go too far. You 
cannot know too much about the engines. 


RESULTS OF CONVERTING LIBERTY SHIPS 


Mr. Bow. Can you tell us something about some of these conver- 
sions, Mr. Morse? I have heard from the maritime industry some 
very ‘complimentary things about the John Sargeant. Can you, for 
the sake of the record tell us something about your success with the 
John Sargeant, or the other ships? 

Mr. Morse. Yes. The first was the Benjamin Chew, which was a 
steam turbine job. They did not change the bow on that vessel. We 
put in a 6,000 horsepower steam turbine which was taken out of an 
old C-2 vessel, and that ship developed 15 knots and is in active serv- 
ice on the North Atlantic from Savannah to the Continent under 
charter to the United States Lines. 

The second one is the Zhomas Nelson, which was a geared diesel 
with 6,000 horsepower, and she is in the same service developing a 15- 
knot s speed. 

On one of those two vessels, the Velson, we put on cranes and differ- 
ent types of cargo-handling gear which we are testing and to date it 
appears that this new gear w vill have a favorable advantage as com- 
pared with the old type gear that was installed. 

The John Sargeant was the third one. That is the gas turbine, open 
cycle engine, on which we lengthened the bow 25 feet and on which 
we put a reversible pitch propeller , and it is the largest vessel on which 
a reversible pitch propeller has been installed. She is operating very 
satisfactorily i in the North Atlantic service, transiting at an average 
speed in the neighborhood of 17 knots, which is quite a far cr y from the 
10 knots of the ordinary Liberty ship. She turned up over 18 knots on 
her first trials. The economy of this gas turbine is favorable as com- 
pared with the steam job. She uses a little bit less fuel than a steam 
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job of comparable power, so it looks as though we have a very good 
development here. 

Mr. Bow. What have you found in your use of the new type propel- 
ler on that ship ? 

Mr. Morse. It is quite a revelation tome. I am not a seagoing man, 
but during the trials of this vessel, proceeding at full speed ahead in 
excess of 17 knots they put the vessel in full speed astern and she would 
stop at a distance of substantially less than half the distance that 
would be required to stop a vessel with a conventional propeller. It 
is quite an amazing development actually. There is virtually no 
vibration. 

Now, let me say a couple of words about the fourth one, which is 
that free piston engine, which is a completely new development as far 
as United States ships are concerned. It isa French patent being built 
for us at General Motors, and it is now in the process of being installed. 
The vessel will be delivered at the end of April and we have equally 
high hopes of the success of this type of installation. It is a type of 
installation, where you can readily increase the power by simply in- 
stalling additional units which are relatively small in size and weight. 
So you can build up your horsepower from 1,000 or 2,000 or 3,000 up 
to any horsepower you want, assuming that your turbines and gears 
have capacity for the higher horsepower. 

Mr. Bow. Are these ships being used in service ? 

Mr. Morse. All three are being used in service. Two of them com- 
mercially and the John Sargeant in the MSTS operation. 

Mr. Bow. Do we receive any benefits from that, any compensation 
for the United States Government ? 

Mr. Morse. On the two that are chartered commercially. They are 
chartered to the United States Lines, the Ve/son at $8,500 per month 
and the Chew at $7,792 per month. Each charter has a 90 percent 
recapture of profits. The charter hire was set on a basis which we 
anticipated would bring no profit in the venture. We were letting 
them out for commercial operations rather than Government opera- 
tion, but on a nonprofit basis, and that in substance is the basis of the 
charter hire. 

Mr. SHetiey. Do you carry any observers aboard ? 

Mr. Morse. Yes; and every time they come into port we very care- 
fully check the operations of the vessel. 

Mr. Preston. The time for adjournment has arrived. We did not 
find time this afternoon, and I regret we did not, to hear Rear Adm. 
Thomas Burrowes, Director of the Logistic Plans Division, Office of 
the Chief of Naval Operations. 

Admiral Burrowes was here to testify as to the advantage of replac- 
ing the America with the sister ship to the United States. He has 
agreed to submit his statement for the record on this question. I will 
now include it in the record for the benefit of the members of the 
committee. 

(The statement referred to is as follows:) 
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STATEMENT BY THE DIRECTOR OF THE LOGISTICS PLANS DIVISION, OFFICE OF THE 
CHIEF OF NAVAL OPERATIONS 


Mr. Chairman, my name is Thomas Burrowes. I am Director of the Logistics 
Plans Division under the Deputy Chief of Naval Operations for Logistics, in the 
Office of the Chief of Naval Operations, Department of the Navy. 

It is my understanding that this committee would like to have an opinion 
from the Navy Department with regard to the relative mobilization potential 
of two proposed ships under consideration by the Maritime Administration. 

The ships involved are the proposed replacements for the steamship Americe 
and the steamship President Hoover. 

The Navy’s interest in any proposed new commercial ship construction which 
is readily convertible to a military auxiliary in time of war, is centered around 
two basic considerations. These considerations are: 

(1) Acquiring an immediate capability to reduce existing deficits or defi- 
ciencies in ships required upon mobilization. 

(2) Acquiring modern ships capable of relieving the problem of block obso- 
lescence in our national defense reserve fleets. This problem arises because of 
the fact that most of the ships currently comprising our reserve fleets were all 
constructed over the relatively short and concentrated period from 1941 to 1946. 
Because of this, these ships are beginning to almost simultaneously reach the 
point where they are overage and of marginal value in an emergency. 

A third factor, of not so great direct importance to the Navy as to the Mari- 
time Administration, is the cooperative effort which should exist to encourage 
that amount of continuing construction which will insure the maintenance of 
an adequate mobilization base of shipyard facilities and skills. 

In a previous written statement to this committee, I referred to some 24 
Victory type transport vessels in the national defense reserve fleet, whose 
deficiencies in speed and safety cannot be overcome economically. Any proposed 
new construction which will alleviate this situation is, therefore, of prime im- 
portance to our national defense posture. We must have a capability to effect 
the mass movement of troops to overseas areas wherever they are needed and 
in as safe and speedy a manner as possible. 

From a review of the plans of the replacement for the steamship America, it 
appears that we would acquire another ship readily convertible to a troop trans- 
port which would be capable of carrying about 13,000 troops per trip at a speed 
of about 33 knots. This ship incorporates a maximum of safety and reflects the 
most modern ship design features. 

The basic design plans and specifications for the proposed replacement of the 
steamship President Hoover has not been received, and, I understand, are not 
entirely firm at this time. From preliminary information, the Navy has been 
advised that the ship would be a 25- to 26-knot design, capable of carrying about 
1,300 passengers in normal service. Such a ship is, therefore, comparable to the 
steamships Constitution and Independence class. By extrapolating the normal 
passenger capacity figures, the new ship might have a troop capacity of 8,174 

rsons. 
peThe relative mobilization potential between the two proposed ships might be 
illustrated by assuming a theoretical 3,000-mile voyage over which it is required 
to deliver troops for a period of 90 days. Disregarding, for this type of ab- 
solute comparison, all delays in port and turnaround times, which should be 
equal for both ships, the following comparison would seem reasonable : 

(1) The steamship America replacement would travel at about 33 knots, requir- 
ing 81 hours, or, in round numbers, 4 days each way. A round-trip rate of 8 days 
would permit 11 troop lifts in the 90-day period. Carrying 13,000 troops each 
lift would result in delivering 143,000 men. 

(2) The steamship President Hoover replacement would travel at about 26 
knots, requiring 115 hours, or, in round numbers, 5 days each way. A round-trip 
rate of 10 days would permit 9 troop lifts in the 90-day period. Carrying 8,174 
troops each lift would result in delivering 73,566 men. Between these two new 
replacement ships, the effective mobilization potential is, therefore, in the ratio of 
143,000/73,566, or approximately 2 to 1. When this type of comparison is related 
to the proposed cost to the Government, which, I understand, is approximately 
62 millions versus 32 millions, it becomes apparent that we would get a mobiliza- 
tion potential which is in direct proportion to our investment. 

The plans for the steamship America replacement are relatively firm, and I be- 
lieve bids have been invited for the new construction. Dependent upon approval 
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of funds, construction could presumably start in the immediate future. The re- 
placement for the steamship President Hoover would appear to be a longer range 
project at this time because of the current state of progress. 

In summary, I would like to say that the Navy Department from the view- 
point of national defense would naturally prefer to see construction proceed 
on both of these much-needed ships. Alternatively it would appear that the con- 
struction of a ship, with the greatest troop-carrying potential upon mobilization 
or war, should be undertaken within the limit of the funds appropriated. 


Mr. Preston. Thank you gentlemen very much. 
The committee will now stand adjourned until Monday morning. 


Monpay, Marca 18, 1957. 


OPERATIONAL DIFFERENTIAL SUBSIDIES 


yngrate and peony 





| 1956 actual | 1957 estimate | 1958 estimate 


tre etic pao —| ——-— ——_—_—___—__.. 


Program by activities: Payment of subsidies (total obligations) $135, 342, 146 $128, 684, 683 | $120, 000, 000 

Financing: | | 

Unobligated balance brought forward i ----| —26,820 | —4, 684, 683 

Unobligated balance carried forward 4, 684, 683 | 
a 


140, 900,000 | 124,000,000 | — 120, 000, 000 


Appropriation _ _- 


oeayemene by eapuete 

1956 actual | 1957 estimate | 1958 estimate 

| ee - _ _ - | - - | _ a 
aid j 

11 Grants, subsidies, and contributions. . $135, 342, 146 | $128, 684,683 | $120, 000, 000 


Budget authorizations, expenditures and balances 


| 1956 actual | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation _ $140, 000, 000 | $124,000.000 | $120, = 
Unobligated balance brought forward | 26, 829 4, 684, 683 | 


Total budget authorizations available ; 140, 026, $20 | 128,684,683 | 120, 000, 000 


| == 


EXPENDITURES AND BALANCES | 


|f 124,000,000 | — 120, 000, 000 
\ 4, 684, 683 |_. sie 


| 
Expenditures— 


Out of current authorizations. a eontimadinn aie i} 135, 342, 146 
Total expenditures... _- - ae tn 135, 342,146 | 128, 684, 683 120, 000, 000 
Unobligated balance carried forward.....-- od eiadiacol 4, 684, 683 | an 


Total expenditures and balances._-..........---- s 140, 026, 829 | 128, 684, 683 120, 000, 000 
| 





Mr. Preston. The first item that we will take up this morning is 
“Operating differential subsidies.” ‘This item is found on page 68 
of the committee print and page 769 of the justifications. 

We will insert into the record page 786 of the justifications. 

(The justification page referred to is as follows :) 
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Operating-differential subsidies—Summary of subsidy accrual, Se nditures and 
estimated cash requirements for period Jan. 1, 1947, through J June 30, 1958 




















Calendar year Voyages | Subsidizable Subsidy 
domestic cost | accrual 
Sain din 476 $24, 640, 577 $13, 595, 569 
. 5 Sd 1,017 59, 309, 682 28, 600, 363 
aliaauiecaliiaeiilind 1, 242 96, 469, 128 44, 899, 559 
1, 291 110, 192, 415 58, 128, 438 
1, 301 | 133, 181, 285 71, 666, 502 
1, 335 165, 899, 278 89, 094, 147 
1, 513 | 189, 741, 949 108, 167, 111 
~ = 1, 447 | 191, 667, 126 110, 054, 587 
: 1, 555 | 205, 148, 924 118, 438, 309 
PRPs 1, 685 | 221, 336, 002 127, 794, 004 
1957 aa Nadas e pdomduckig ‘ee ‘ ngs teed baa 1, 820 245, 343, 935 142, 127, 845 
ree i aia 995 138, 149, 176 83, 915, 024 
OR tnt coach tascbabececee sus ; pindieaasecal 15, 677 1, 781, 079, 477 996, 481, 458 
— —- —= ———— 
Less pending oe | 
1957 bined sat ita 99 | 16, 737,204 | 10, 131, 192 
1958 (6 months) - aah . bel 128 | 20, 942, 220 16, 622, 158 
IE seen pda tar ds . sou 227 | 37, 679,424 | 26, 753, 350 


Total current contracts_ .___- ‘ uGatatescbs eee | 1, 743, 400, 053 969, 728, 108 


Subsidy accrual 2 dite i opapeit | ie 969, 728, 108 
Less estimated recapture. i tate ptaceieebehiiiiaaedll bee | 178, 315, 732 


I oe | ee oe 791, 412, 376 


Less subsidy paid as of June 30, 1956______- CEEOL > 159, 850, 922 
Subsidy payable subsequent to 1956 fiscal year_- So cssiiien ek ee | 331, 561, 454 

Less 1957 fiscal year requirements: | | | 
Appropriation- i satied seine 124, 000, 000 2s = 
Balance carried forward 1956 fiscal ye 4, 684, 683 128, 684, 683 
Subsidy payable subsequent to 1957 fiscal year_- abies <= ; 202, 876, 771 
Less estimated amount to be paid subsequent to fiscal}year 1958_| cS. J 82, 876, 771 
S easigieceesiiiaed Nbdietlaiusiasah. iceaeaietcaiaa denna: aia 
1958 appropriation request _- ad See _.| 120, 000, 000 


pea Shuto eS dade GAT Si ures. 8 SUE 


Mr. Preston. Mr. Morse, will you please discuss the subsidy ac- 
cruals appearing on page 786 of the justifications? At this time we 
will be glad to hear from you. 

Mr. Morse. You may rec all in the fiscal year 1956 we received an 
appropr iation of $124 million. This year we are 1 ‘equesting $120 mil- 
lion. The reduction of $4 million is attributable in large part to the 
better operating results of the operators as a result of the improve- 
ment in the shipping picture generally. 

The recapture position is more favorable than it was in previous 
years and we anticipate this favorable recapture position will continue 
at least through this year. 

There are 15 operators that are now subsidized, inasmuch as the 
Moore-McCormack Lines bought out the Pacific Argentine-Brazil 
Line, which was a line operated in competition with Moore- 
McCormack from the Pacific coast to the east coast of South America. 

The number of voyages for the fiscal year 1958 under contracts with 
the existing operators will be the same as in fiscal year 1957; namely, 
1,815. We are asking for an increase in the number of voyages, the 
maximum number, that may be awarded to a total of 2,146 as com- 
pared with 2,040 in the fiscal year 1957 to accommodate the voyages 
for new applicants in the event the Federal Maritime Board approves 
those new applicants as being eligible under the 1936 act. 
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NEW APPLICATIONS 


The status of hearings on those new applications is listed starting 
on page 782. 

The name of the Arnold Bernstein Line is changed to the American 
Banner Line. The hearings on this company have been concluded, 
It will just be a matter of days until we are in a position to si 
the operating-subsidy contract with those people. ‘They have bought 
a Mariner vessel to be converted to operate trans-Atlantic in the tourist 
trade at tourist-class fares. The Isbrandtsen Steamship Co. hearings 
are yet to be held. McCarthy hearings are yet to be held. States 
Marine is now being heard before an examiner. States Ste: umship has 
been heard by an examiner, and also by the Board, and the opinion 

of the Board will be issued in a matter of a couple of weeks. 

In addition to those five listed as new applicants we have received 
applications for operating subsidies from Waterman and Isthmian 
each of whom are now operating ships in the foreign trade, and also 
from Matson Oriental, which is a proposed new service to operate 
from New York to the Far East. 


PAYMENTS OF SUBSIDIES 


We are in a good position in the payment of subsidies due. At 
this time, looking at it broadly, we are about 9 months from being 
current. On an optimum basis, the best we can possibly do, would 
be to have unpaid the equivalent of about 6 months subsidy payable. 
By that I mean we would be unable to pay the vouchers for the last 
quarter because _they would not have been submitted. We would 
have paid only 75 percent of the accruals for the preceding year. 

Mr. Preston. For the yeoecn er 1956 ? 

Mr. Morse. Calendar yea I am talking about as of today, or 
any given date, whether it is : today or July 1 . We would not have 
paid “the receding 8 months’ vouchers because we would not have 
received them. We would have paid 75 percent of the accurals for 
the preceding year, so there would have been 25 percent unpaid for 
the preceding year pending audit of the operators books. Just in 
normal processing we could not have cleared those in any event. In 
addition, there would be the 10-percent final withholding for a 2-year 
period, so totaling those up, on an optimum basis, we would have 
slightly over 50 percent of 1 year’ s accrual unpaid. As of today, we 
are about 75 percent of 1 year’s accrual unpaid, so we have picked up 
in the last year and a half or 2 years at least one- quarter. In other 
words, we are one-quarter closer to being on an optimum payment 
basis than we were a year or a year and a half ago. 

Mr. Preston. Have you paid all legitimate claims for the fiscal 
year 1956% 

Mr. Morse. No, sir. 

Mr. Preston. Nine months has gone of the present fiscal year. It 
seems to me if you are 75 percent up to date you would have unpaid 
only the first 9 months of the fiscal year 1957. 

Mr. Morse. Putting it another way, we have paid the final 10 per- 
cent for some of the operators through 1952. 
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Some of the operators we have not paid that final 10 percent be- 
cause there are controversial items which have yet to be resolved. 
Some items are being appealed to the Board for resolution. 

Mr. Preston. Excluding the 10 percent have you paid everything 
for 1956? 

Mr. Morse. For the calendar year 1956 we have paid all but 25 
percent. 

NEED FOR SUBSIDY 


Mr. Preston. I am going to ask you a question that I hope you 
can answer satisfactorily. Frankly, I cannot. How is it that with 
business in the martime industry at perhaps an all-time high we still 
have $120 million needed for operating-differential subsidies for this 
next fiscal year, which of course goes to payments due for the current 
fiscal year. How is that possible with business good ? 

Mr. Morse. There are two reasons, First, the 1936 act contemplates 
we pay the difference between the American operating costs and the 
cost of the foreign competitors, so irrespective of whether the business 
is good or not, that spread in cost continues to exist. 

Secondly, there were only four operators that were in a profit posi- 
tion before subsidy. Lykes was the biggest one. They made in the 
neighborhood of $1,500,000 on a net worth of over $125,000,000. That 
shows the weak financial position of the American steampship lines, 
but for subsidies. 

In calendar 1955, Pacific Far East Lines made $96,000; Pacific 
Transport Lines made $534,000, and Gulf & South American Lines 
made $1,144,000, and Lykes made $1,521,000 before subsidy. All the 
other operators were in a loss position before subsidy. 

Mr. Preston. What does the 1936 act say about return on their 
capital ? 

Mr. Morse. They are entitled to make 10 percent on the capital nec- 
essarily employed before recapture. This year we are setting up on 
our records a recapture of approximately $21,500,000, and we expect 
aslightly higher recapture for the calendar year 1957. 

Mr. Preston. A recapture on past payments for previous years ? 

Mr. Morse. No. For the calendar year 1956. We anticipate that 
the recapture for that year will be about $21,500,000. This year’s 
operation will possibly mean a $25 million recapture. 

Mr. Preston. How long will you be in recapturing these millions ? 

Mr. Morse. It is not paid out in fact. It is an offset against the 
accruals so we pay out only the net. The final adjustment is based 
on the 10 years’ operating result. 

Mr. Preston. Let us go back to 1953. You had 1,513 voyages. 

Mr. Morse. Yes. 

Mr. Preston. Is this subsidy accrual figure at $108 million the final 
figure, or was that after recapture had been applied ¢ 

Mr. Morse. That was before recapture. The recapture was 
$12,321,810 and the subsidy payable for that year was $95,845,301. 


BASIS FOR PAYMENT OF SUBSIDY 


Mr. Preston. State again the factors that go into determining the 
subsidy payments created by the 1936 act. 
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Mr. Morse. Under the 1936 act we are directed to pay the differ- 
ence in operating costs between the American and foreign competitors 
on wages—and wages is the biggest item—it accounts for between 75 
and 80 percent of the subsidy accrual. Then there are repair costs. 

Mr. Preston. What do the repair costs run to roughly ? 

Mr. Morse. 5.6 percent in the calendar year 1956. 

Mr. Preston. What is the next item ? 

Mr. Morse. Maintenance and repair was 5.6 percent. The subsidy 
accrual was $7,160,000. In 1956 the subsidy accrual for wages was 
82.9 percent of our entire subsidy accrual. 

Mr. Preston. What are the other items ? 

Mr. Morse. Insurance was 9.1 percent, amounting to $11,629,000, 
and subsistence was 2.4 percent, amounting to $3,067,000. 

Mr. Preston. But when all of your calculating is over, you still re- 
capture up to the point where they are allowed 10 percent on their 
capital investment ? 

Mr. Morse. Correct. And that is the capital invested which is at- 
tributable exclusively to the operation of the vessel. 


REASON FOR INCREASE IN SUBSIDY 


Mr. Presvon. How much better percentagewise is business today in 
the maritime industry than it was in 1953? 

Mr. Morsr. In 1953 the accrual was $108 million and the recapture 
was $12,321,000. 

Mr. Presron. Those figures are not going to answer the question. 
You people are pretty good in the maritime field. How much better 


is business today than it was in 1953 ? 

Mr. Morsr. That was during the Korean situation, so the business 
would have been very good at that time as far as shipping was con- 
cerned ¢ 

Mr. Preston. It is even better now than it was during the Korean 
situation, is it not? 

Mr. Morse. Business is very good today, not only in volume of 
cargo, but also in the freight levels. 

Mr. Preston. How do you account for this: In 1950, which was not 
a banner year, the maritime business was not as good as it was to- 
day, and with 1,291 voyages the subsidy was $58 million, and in 1957 
with a 3314 percent increase in voyages your subsidy was almost 66% 
percent higher. 

Mr. Tuomas. A one-third increase in voyages and a two-thirds in- 
crease in money. 

Mr. Morse. One thing is the increased number of voyages and the 
other is the increase in American wages as related to foreign wages. 


EFFECTS OF INCREASED WAGE RATE 


Mr. Preston. Did wages go up much over that period of time, from 
1950 to 1957 ? 

Mr. Morse. Yes, they have gone up tremendously in the last 7 years. 

Mr. Preston. Did they go up as much as a third ? 

Mr. Morse. Mr. Hochfeld has that information. 

Mr. Preston. Did wages between 1950 and 1957 go up by 3314 per- 
cent ? 
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Mr. Hocureip. The answer is the average wage cost per voyage 
day in 1950, upon which we based our subsidy, was $835. In 1955 the 
average wage cost per day upon which we based our subsidy was 
$1,355. 

Mr. Preston. This points out one very definite thing to me, and 
that is that if we are going to continue this program we must write 
some provision into the law that will make any wage increase beyond 
a certain limit prohibitive. We are under this program at the mercy 
completely of wage agreements. Whatever they are, that is what 
we pay. 

Mr. Morse. I donot agree with that. 

Mr. Preston. 82.6 percent of the 1956 subsidy was paid out due 
to wages. 

Mr. Morse. That is correct. 

Mr. Preston. Suppose that there would be a new contract negoti- 
ated tomorrow which would give them a 5 percent increase, it is reason- 
able to expect that our subsidies will increase by a larger percentage 
figure, is it not? 

Mr. Morse. In part, yes. To begin with, the statute says we are 
directed to pay the difference between the fair and reasonable Ameri- 
can cost and the estimated fair and reasonable foreign cost. We have 
in our request this year for administrative expense a request for 
$100,000 to pay the Bureau of Labor Statistics to make a survey of the 
cost of all categories of employment aboard American-flag ships and 
to rate the various jobs. The Board has a recommendation from our 
staff to establish a manning scale, and if an operator mans his vessel 
by that manning scale he “would have little trouble with us on the 
subsidy, but if he exceeded it he w ould have to come in and justify every 
single job i in excess of our manning scale in order to get the subsidy; 
otherwise, it would come out of his free funds. 

Mr. Preston. That is something that you contemplate in the future. 
But thus far your subsidy figures have been based on the actual dif- 
ferential between the American labor and the foreign labor; is that 
not so? 

Mr. Morse. That is correct. Of course, is it not the Taft-Hartley 
Act which established the principle of labor bargaining between an 
employer and an employee ? 

Mr. Preston. Yes; but you just said awhile ago that the 1936 act 
says that you use the fair and reasonable figure; is that not right? 

Mr. Morse. That is correct. 

Mr. Preston. That is up to the determination of the Board. 

Mr. Morse. That is correct. 

Mr. Preston. Thus far you have decided that the fair and reason- 
able figure is this increase of $500 between 1950 and 1955. You have 
decided that is fair and reasonable ; have you not ? 

Mr. Morse. Yes. 

Mr. Preston. That is a very debatable question ; do you not agree? 

Mr. Morse. No; I do not agree with you. 

Mr. Preston. Do you think it is fair and reasonable? What kind 
of jobs get this $1,300? 

Mr. Morse. Ever y job aboard the vessel, from the master on down 
to a wiper in the engineroom. ‘This, you understand, is the aggregate 
wage per day per vessel. 
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Mr. Preston. You mean an average? 

Mr. Morse. Yes. 

Mr. Preston, Let. us see if we understand what you are talking 
about. The aggregate per day ‘ 

Mr. Morse. Per vessel. 

Mr. Preston. And it figures out $1,300 against $800? 

Mr. Hocuretp. That is the ship’s wage cost per day. If you divide 
it by the number in the crew, that gives you the average wage per crew 
member per day. 

WAGES OF CREW MEMBERS 


Mr. Preston. Wages on ships are so far out of line that today the 
first mate, the second mate, and the third mate are making, through 
overtime, more money than the master of the vessel. Do you agree 
that that is true? 

Mr. Morse. It is possible. 

Mr. Preston. I am talking about an average voyage of 2 or 3 weeks’ 
duration. 

Mr. Morsr. No; I do not think it is true on the average. 

Mr. Preston. Let us see about it. You have a wage-rate man here. 
Step up to the table and let us explore this a bit. Do you have figures 
showing the monthly payments to the master, the first mate, the sec- 
ond mate, and the third mate? 

Mr. Hocurexp. I do not have them with me. 

Mr, Preston. You are generally familiar with them ? 

Mr. Hocure.p. Yes. 

Mr. Preston. You have been with the Maritime Commission for 15 
years. 

Mr. Hocuretp. In varying capacities; yes. 

Mr. Preston. You are thoroughly familiar with wages, rates, and 
so forth? 

Mr. Hocurexp. Generally, sir. 

Mr. Tuomas. He is in touch with everything over there, Mr. Chair- 
man, so do not worry. 

Mr. Preston. Let us take an average company that has a European 
run and stops at most of the Atlantic ports in Europe and perhaps 
a North ‘Atlantic ort or two before it returns to the States. Is it 
or is it not a fact that the first, second, and third mates on an average 
run of that sort, due to overtime, and the rule that they will be on 
duty during certain operations of the ship, will make more money than 
the master of the vessel ? 

Mr. Hocurex. I do not think that is generally true. 

Mr. Preston. Not generally true ? 

Mr. Hocuretp. No, sir. 

Mr. Preston. Well, for what percentage of the time would that be 
true? 

Mr. Hocurexp. I do not think it would be true but very rarely for 
the simple reason that if my memory serves me correctly the master, 
the first mate, the first engineer, the chief engineer, receive an allow- 
ance in lieu of overtime for watch standing, so the earnings of the 
first mate and the chief engineer are not in excess of the master’s 
wages from what figures I have seen. 

Mr. Preston. Well, by this time next year I will assure you we will 
have the figures ourselves for the hearings. I think you will find, 
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though, that you will be surprised at what the facts are about the mates 
and how much money they make as against the master. 

Mr. Morse. We have those records in the office and we will be glad 
to supply them for the record. 

Mr. Hocuretp. We have complete payrolls. 

Mr. Preston. Let us take the payroll now of the Moore McCormack 
Lines, also the Lykes Line and Waterman. 

Mr. Morsr. We would not have Waterman. They are not subsi- 
dized. 

Mr. Preston. Then the outfit that operates out of Mobile, Bloom- 
field. I would like to get a company that operates in the West Indies 
and one that operates in South America. 

Mr. Morse. Grace and Moore McCormack. 

Mr. Preston. And they both have European runs as well ? 

Mr. Hocurerp. Grace does not. 

Mr. Morse. United States Line. 

Mr. Preston. Let us get the salary of the master and the mates. 

Mr. Hocurte.p. First, second and third. 

Mr. Preston. Then the salary of the 3 mates and of the engineer and 
the 4 assistant engineers for a voyage of those lines. 

Mr. Hocurerp. We will give you a voyage payroll. 

(The information is as follows :) 

Since voyage payrolls were not readily available, the following data on a 30- 
day basis are furnished: 


Monthly base wages, nonwatch pay, and estimated overtime earnings 
for licensed personnel, 1956 * 












































: bain } — 
| Grace Line, Moore-Me- | Bloomfield | Lykes Bres. United 
Ine. 2 Cormack Steam Ship | Steam Ship | States Lines 
Lines, Inc. 3 Co, 4 | Co., Ine. 5} Co, 6 
| 
Trade route service =. ee . %,. ae 
25. United | 24. United | 21. United 22. United 16. United 
States Pacific/|States Pacifie/| States Gulf/ | States Gulf/ |States Atlan- 
West coast | East coast | United King-| Far East tic/ Australia 
South South |} domand | 
America America Continent 
VESSEL TYPE: C-2 TYPE CARGO 
VESSEL 
Master: | | 
Base watch __- saan ...| $1,092.91 $1, 092. 91 | $1,092 91 | $1, 092. 91 $1, 115. 52 
Nonwatch pay... ..._--- 115.38 | 115. 38 115. 38 | 115. 38 | 115. 38 
TO sts din. ath 1, 208. 29 | 1, 208. 29 1, 208. 29 | 1, 208. 29 | 1, 230 90 
lst mate: ) | eS 
Base wage_. “ Sdn dbl 670. 38 670. 38 | 670. 14 | 670. 14 | 670. 14 
Nonwatch pay________--_- 115. 38 115. 38 115. 38 115. 38 | 115. 38 
Ps ite ocd nlnetees nae 785. 76 785. 76 | 785. 52 785. 52 | 785. 52 
—— — = — —w ‘j= ——— |= — =| ———————————— — 
2d mate: | 
Base wage........-.-- vo 591. 76 591. 76 591 34 591. 34 | 591. 34 
OUNGING 6 ci cenit is ~585. 4) 262. 68 | 257. 59 270. 18 | 227. 25 | 203. 24 
OME i eal 854. 44 | 849. 35 861. 52 | 818. 59 794 58 
3d mate: | 
ee Ws. hh kc cise. is. 546. 32 546. 32 545. 50 545. 50 545. 50 
SS ee 242. 51 237. 81 249. 24 209. 64 187. 49 
sill 3 dtl ii Dis ies sliniles Riaihdetitialetacincalb tps Kaaiielidke i sei 
a ee ee 788. 83 784. 13 794. 74 | 755. 14 | 732. 99 


See footnotes at end of table, p. 428. 
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Monthly base wages, nonwatch pay, and estimated overtime earnings 
for licensed | Peron 1956 *—Continued 


| Grace Line, | Moore-Me- of Bloomfield | Lykes Bros. United 
Inc. 2 | Cormack | Steam Ship | Steam Ship | States Lines 
Lines, Inc. 3 | Co, 4 | Co., Inc. | Co, 6 


} | | 


| —_—— — = — * ee ee ee 


Trade route service 
a United | 24. United | 21. United 22. United 





16. United 


























| 
ee Pacific/|States Pacific i] States Gulf/ | States Gulf/ \States Atlan- 
fest coast East coast | United King-| Far East | tic/Australia 
South | South | dom and 
America America Continent } 
— ee | eee ane ae a ae ees pene hae aie 
VESSEL TYPE: C-2 TYPE CARGO | 
VESSEL—continued | | | 
4th mate: 
Base wage.....-.-. on $500. 87 $500. 87 | $500. 27 | $500. 27 | $500. 27 
NO engin s ae en--<nkoael 222. 34 218 03 228. 57 192. 25 | 171. 94 
e—_ —_— -— | _ — --- —_—_—_—_ -| —_—_—_—— = 
ee ; ae 723.21 | 718 90 | 728. 84 602, 52 672. 21 
Chief engineer: 
SR een clone 993 16 | 093 16 | 993 21 | 993 21 | 993 21 
Nonwatch pay. -....--.-.----] 115 38 | | 5. 38 115 38 | 115. 38 | 115 38 
I latisnigiicincbejeinnde | 1,108 54 1, 108 5 4 | 1, 108 59 1,108 59 | 1, 108 59 
1st assistant engineer: j | 
ena 8 5 Ee Sa 670. 38 670. 38 | 670. 44 | 670. 44 | 670. 44 
Nonwatch pay-.-..------ ---| 115. 38 115. 38 | 115. 38 115.38 | 115. 38 
Bet ast ath! . ; iol cS sie 
I i iiisitteensts sl 785.76 | 785. 76 785. 82 | 785. 82 | 785. 82 
2d assistant engineer: | | | 
Base wage | 591. 76 591. 76 | 591. 80 591. 80 591. 80 
Overtime ts 7115.38 | 257. 59 270. 39 | 227. 43 | 203. 40 
Ne ad 707.14 849.35 | 862.19 | 819. 23 | 795. 20 
3d assistant engineer: | 
PE II nn cesindincncnncontnl 546. 32 546. 32 | 546. 37 | 546. 37 | 546. 37 
Overtime........-. aod } 242. 51 | 237. 81 249. 64 209. 97 | 187. 79 
Rice s cis 788. 83 | 784.13 796. 01 | 756. 34 734. 16 
4th assistant engineer: | | | | 
Base wage... as . 500. 87 500. 87 500, 93 500. 93 | 500. 93 
Overtime___.--. BF oe. Seen 222. 34 | 218.03 | 228. 87 192, 51 172.17 
Patel: bo sk soe 723. 21 | 718.90 | 729. 80 693. 44 673. 10 
Licensed junior engineer: | 
Base wage...--.-.-- sonal 465. 93 465. 99 
Overtime_. binipand | 202. 82 | 160. 16 
Total. 668. 75 626 ‘1 


} 
j 

| 
| 





1 Overtime earnings have been estimated on basis of the vessels’ total overtime costs to base wage cost for 
selected voyages. Certain of the personnel receiving nonwatch pay also receive overtime, but since such 
overtime earnings would probably not be to the extent of overtime earnings of other personnel, only the 
nonwatch pay has been included in these personnels’ total estimated earnings. 

2 Trade route 25, serving United States Pacific coist, west coast of Sonth America 

3 Trade route 24, serving United States Pacific coast, east corst of South America 

4 Trade route 21, serving United States gulf coast, United Kingdom, and the Continent. 

5 Trade route 22, serving United States gulf coast and the Far East. 

® Trade route 16, serving United States Atlantic coast and Australia. 

7? Nonwatch for this officer on Grace Line. 


Mr. Morse. You appreciate, of course, that the nonsubsidized lines 
and the lines that are operating in the purely domestic trade are pay- 
ing the same level of wages that the subsidized lines are paying. 

Mr. Preston. That is true. Now, let us take a meeting of a media- 
tion board attended by officials of a company which is not subsidized 
with labor representatives. The men who are subsidized are going 
to make a more liberal agreement, a quicker agreement for an increase 
than those who are not subsidized. The subsidized lines, the big lines 
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of the country, can control the thing completely in their negotiations 
on wage increases. 

Mr. “Morse. I respectfully say that is arguable. I am sure that you 
will find there are differences of opinion on that statement. 


DETERMINATION OF SUBSIDY 


Mr. Presron. I am quite sure that is true. This whole subject is 
arguable, and the fact the Maritime Board has never applied this fair 
and reasonable principle in the determination of a subsidy is likewise 
arguable. At what point will you begin to do that? You have not 
done it thus far. How long will it be before you ever reach a con- 
clusion on that? 

Mr. Morse. I would put it aflirmatively; we have found they have 
not been unfair or unreasonable. 

Mr. Guttt. May I address myself to that matter as a member of 
the Board? It has been one of the great sources of trouble and worry 
to all of us on the Board. I would like to say fora oon we would 
not approve any subsidy that got as high as 80 percent. I asked that 
it not be approved, and the Chairman was perfectly willing to go along 
until we could find out. whether this thing was fair and reasonable. 
Just where is the cutoff point? I ersonally—and I think that I can 
speak for the other two members—this has bothered us more than any 
one thing, and we thought maybe by getting to a maximum manning 
scale aboard these vessels of a certain type, that may be the beginning 
of at least stopping some of this featherbedding and such practices 
as that. There is also the fact that we have spoken to labor on the 
basis that “you are going to kill the goose that lays the golden egg if 
you keep on with these demands.” Primarily the shipping industr Vv 
is a weak industry, financially speaking, and they are at the mercy 
of the unions. 

Now, Mr. Hochfeld gave you figures up until only 1955. Since that 
time the increases have been tremendous. He does not have those 
figures worked up as of now. I do not know how high they are going. 
I commend you on looking into this thing because we of the Board are 
bothered about it. 

Mr. Presron. I am glad to hear you say that, Mr. Guill, because I 
think Congress and the Board must be conc erned about it. Subsidies 
are becoming more and more into focus than ever before because of 
the debate on the question of agricultural surpluses. Everybody 
argues that every other segment of our economy is having subsidies 
paid and there is no reason why subsidies should not be paid in the 
field of shipping. The time may come in the near future when sub- 
sidies for aviation and shipping will have to be justified on a new 
basis, or rejustified, let us say. So it is important to Congress and 
the Maritime Board and administration to keep in line on these pay- 
ments so that they will be realistic and not unreasonable if they are 
ever to be justified again when the review time comes. 

I know that it is a pretty difficult thing to administer. The word 
“subsidy” carries a connotation that is not always pleasant. It is one 
of those things that we have to live with if we are going to stay in 
business and not surrender to foreign shipping. 

Mr. Morse. I agree completely with Mr. Guill’s statement that the 
Board has been very much concerned with this problem and I know also 
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the nonsubsidized lines are concerned about the problem. They take 
the position that the subsidized lines give in freely every time on any 

wage request, but I do not think that is a fact, because part of the costs 
of any increase come out of their pockets and affects their profit posi- 
tion, so they are not agreeable to any giveaway program. 








STANDARDS FOR FAIR AND REASONABLE WAGE 





























The difficulty is that there is no standard set up in the act other than 
“fair and reasonable.” On the other hand, the Taft-Hartley Act con- 
templates that labor problems be adjusted across the negotiation table. 
It is difficult in the face of those two statutes to set up some other 
standard as fixing what is a fair and reasonable wage. 

For example, Mr. Preston, just recently at the outbreak of the Suez 
situation the unions were able to force upon the operators an agree- 

ment to pay war area bonuses in the Mediterranean—a limited portion 
of the Mediterranean—and the Board checked with the Navy to find 
out if the Navy considered it a part of the Mediterranean area to be a 
nonsafe and they certified to us that it was not. So the Board estab- 
lished a rule that we would pay no operating subsidy on any part of 
the war area bonuses for the Mediterranean. 

Now, we had gotten a similar certification from the Navy with 
respect to the area around Formosa. They certified that it was not 
an unsafe area. So, we have notified the operators that in the event 
they pay war bees payments for that area, they would not be allowed 
for subsidy purposes. 

We are not accepting everything that they tender to us as an expense 
to be borne by the Government. 

Mr. Preston. Mr. Morse, I wish you would put in the record at this 
point a chart showing the wage increases during the last 10 years, and 
also the number of strikes that have been called and held duri ‘ing the 
last 10 years ? 

Mr. Morse. Yes, sir; seafaring strikes only, rather than longshore- 
men strikes ¢ 

Mr. Preston. Well, put in a separate chart on the longshore strikes. 
They do not have anything to do with the subsidy. 

Mr. Morse. Yes, sir. 

(The charts referred to follow :) 


Hourly basic wage rates, selected seafaring and longshoremen jobs, 1946-56 





| Longshoremen 




















| Able Electric- sell ee SE 
Year bodied ians Oller Carpenter | 
seamen New Y ork | San Fran- 
cisco 
villi | a i ttn anit — iH —|—_—_—_——- 
WORE tL she isd. Jk $0. 89 $1. 52 $0. 91 $1. 06 $1. 65 | $1. 52 
k= inne doesknbndsnomese 1. 02 1.80 1, 08 1.18 | 1. 75 | 1.65 
Ebgdiéagectone paooeee | 1.16 1. 88 1.16 1, 33 1. 88 1, 82 
1949 pele cn awhiaseess | 1.16 | 1, 92 1. 16 1, 33 | 1. 88 1,92 
1950_...- = pacechaed Bie 1. 28 2.04 1, 28 1, 46 | 2.00 | 1. 92 
1951... | 1. 54 | 2. 23 1, 40 | 1, 60 | 2.10 | 1.97 
1952... 1.75 2.72 | 1,75 2.4 | 2.27 | 2.10 
1953 _. : os 1. 82 2.89 | 1, 82 2.17 2. 35 2. 16 
1954... eee — 1. 82 2. 89 1, 82 | 2.17 2. 42 | 2. 21 
1955... ane mews Sees 1. 82 2. 89 | 1. 82 2.17 | 2. 48 2.27 
PE bhiinictéinkeoduniscsedete 1. 92 3. 06 | 1, 92 2. 30 2. 66 2. 45 
| 





Source: Seafaring wages 1946-56, U. 8. Maritime Commission and Maritime Administration. Se faring 
wages 1946-56. Collective Bz argaining Agreements of Seafaring Labor Unions. Shoreside wages 1946-56, 
American Federation of Labor. 
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Seafaring and longshoremen strikes 1946-56 


. | 
| Seafaring | Longshore- 





| Seafaring | Longshore- | 








number | men | | number | men 

| number || number 

| | ! 
see Ti rh Wl wil oa ee) a on ee =? —_—s2 oT — a ‘ei 5 
OR. io dient ws bRide ke | 4 | OO WMP. Bhs 1 | 1 
SE ee ee SA 1 | a Drea re ee 1 | 45 
SOMA iss tdediesns0t. 220 1 | 1F 8 fb sk eee 1 | 23 
Ss nace iomtse thins xa |------------ $1 th GONG coc3i slid eibhl. das 1 | 6} 
DT ohn ee eee pire es ae 42 | |—__—— 
OOOOT sais iclaéhichndlndid 1 52 Weta. d.cdi FA... 14 37 
sg cca ha ah 3 52 | 


1 Various ports, 4 of l-day duration. 
22in 1 port each. 

35 in 1 port each. 

41 port each. 

5] in 1 port only. 

6 All Atlantic and gulf ports. 


PROBLEMS OF A SHIPPING COMPANY 


Mr. Preston. The mentioning of the word “longshoremen” reminds 
me to say in fairness to the shipping companies that one of their major 
problems is to meet the payment of exorbitant, outrageous charges in 
some countries for longshoremen. These result from the ridiculous 
requirements that are made about working conditions, the featherbed- 
ding, the slowdown, the insistence upon the use of outmoded methods, 
and techniques in loading and unloading cargo from the ships over 
which they have no control whatsoever. 

They are also subject to the whims and the caprice of local customs 
and health officers who often will require a ship to lay off port before 
it is permitted to enter a harbor to discharge cargo, thereby running 
up the cost of the overhead for the seamen, and thereby running up 
the cost of the subsidy for the taxpayers. 

It is not a pretty picture when you find out, firsthand, the problems 
that they have in these various countries of the world. In all fairness, 
there is no pattern to it. 

It is more ridiculous in one country than in another, but it does 
react against the subsidy because it makes the turnaround time longer 
for the average voyage. 

In 1 country they would permit 1 man to operate a dual crane. In 
other words, he operates 1 crane with his right hand, and he operates 
1 crane with his left hand. 

However, in another country they will require that 1 man can 
operate only 1 crane. These crane operators are the highest-paid peo- 
ple among the stevedores, and in some countries they will require that 
in the hold of a ship one crew will be resting while another crew 
works, depending upon the type of cargo being unloaded. In another 
country you will have only one crew in the hold of a vessel. 

So, there is no pattern to it but it is all designed to hold up the 
shipping company and to get the maximum amount of money out of 
them to get a ship unloaded and loaded in a port. 

I believe Mr. Clevenger had a question which he desired to ask, and 
he has asked me to yield to him at this point. 

You may proceed, Mr. Clevenger. 
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THE EFFECT OF FOREIGN-FLAG SHIPPING IN THE GREAT LAKES 


Mr. Cievencer. This committee, of course, has jurisdiction over 
the Great Lakes, or the new channel to the St. Lawrence. 

Mr. Morse. Yes, sir. 

Mr. Crevencer. We are faced with a problem. A part of my dis- 
trict lies along Lake Erie, from east of Toledo over to Marblehead, 
and we had some 100 voyages mostly a northern Kuropean ships, 
coming into the Great Lakes this last year. I do not know how true 
this is, but they tell me that the master ‘of one of these little 250- 
foot ships—lI believe that is the size of them; is that right ? 

Mr. Morse. Approximately. 

Mr. Cievencer. We do not have anything comparable in our 
merchant marine in any appreciable numbers, and will not have even 
when we get into the new 27.5-foot channel; is that correct ? 

Mr. Morse. Yes, sir. 

Mr. Cievencer. Practically all of our shipping draws more than 
27.5 feet of water; does it not / 

Mr. Morse. When loaded. 

Mr. Cievencer. But, I have reference to bringing in a cargo and 
taking a cargo out. 

Mr. Morse. Yes, sir. 

Mr. Crevencer. If we get into shipping on this waterway, we have 
to build a new type of ship, and it is my understanding that the cost 
almost doubles to construct such a ship as compared to the cost of 
construction in the northern European ports and in the Japanese ports. 

They tell me that the master of one of those small ships often gets 
about the same pay as an able-bodied seaman in the American merchant 
marine. 

Mr. Morse. That is true. 

Mr. Cievencer. And a cabin boy gets practically as much as the 
captain on one of these ships. 

Mr. Morse. Yes, sir. 

Mr. Cievencer. This is a double-edged thing. When the lakes are 
frozen, these ships will operate in other parts of the world and then 
our railroads will have to carry the freight. However, in the summer- 
time when the conditions for railroading are better they come in and 
they can bring a cargo into the American port and discharge it and 
go to a Canadian port t and get another one, and they can move a couple 
or three cargoes sometimes, if they are well handled, before they leave 
for their home port. 

There is no appreciable savings to the American shipper that I can 
determine based upon the rates that they pay. The only difference 
is that they take the ween man’s job away from him in the 
summer months of the year. In the wintertime when railroading is 
expensive and hard, this shipping comes back to them, but it weakens 
our transportation system in the country and I would like to know 
how on earth our people are going to survive. Weare going to have the 
subsidy program right there on the Great Lakes. Do you agree with 
me on that? 

Mr. Morse. We are. 

Mr. Cievencer. And that matter will become increasingly hot as 
the thing approaches completion ¢ 
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Mr. Morse. Yes, sir. 


Mr. Cievencer. We are going to have to have, perhaps, close to $2 
billion worth of dredging in channel deepening and h: wher i improve- 
ments on the Great Lakes before we are through, and it is not going 
to mean in my opinion lower freight rates at all for the American 
shipper or the Canadian shipper. 

It is going to open up what was formerly a pretty fancy piece of 
freight ‘that belonged to the Canadians and Americans to the ships 
of the world. Japan will be in it as soon as they can get squared 
around and get in. That is due to get bigger and bigger, and our 
people are going to carry the cost of all of these schemes for port 
facilities and new dredging. 

The St. Claire River will be a job for years if we deepen it. Our 
ore carriers on the Great Lakes will carry about one-quarter as much 
ore as one of these carriers coming into the Venezuelan trade, but com- 
ing up right now from Venezuela into the Atlantic and up the 
Delaware. 

I would like to have someone hazard a guess as to what this problem 
is going to be on the Great Lakes alone. It is not only lampreys that 
come up there that kill off the fish, but we are going to import a lot 
of other things to the St. Lawrence waterway that our people want 
none of, as of today. 

When I go home I find somebody has been talking to the farmers, 
and they envision some steamship tying up at the wharf to pick up 
their stuff and take it off. They talk about increased prices be- 
cause of increased shipping. That does not necessarily follow, and 
lower rates do not follow it, either. We are going to have a hot time 
on the Great Lakes, in my opinion. It may get quite as warm as it 
was over on the north end of my district in 1812, but it probably will 
be a different kind of warfare there. 

However, I do not like to see these things rolling up to face the 
American taxpayer. He is going to be the one that is caught. He is 
caught now in this situation because he is getting no consideration at 
all from the maritime union in these wage exactions that they are mak- 
ing on the people, featherbedding, and so forth, and he is paying 
the whole score. Now, he is going to have added to it this almost 
insatiable demand for improvement on the Great Lakes, the waterways 
and the ports. Perhaps Milwaukee is better prepared now to take 
a ship if the union will let it unload. We have had occasions when 
they would not. 

In the Kohler strike we could not have a ship go from Sheboygan 
to Milwaukee and be able to discharge at any of the ports without 
police protection. We have seen the man who handles that thing at 
Sheboygan running as a candidate for Congress in that district this last 
year. T believe he was defeated. However, with regard to this thing, 
if you think you have a Pandora’s box now, what will you have when 
you add to this the Great Lakes waterway problem ? 

Mr. Morse. We have received applications from McCarthy, from 
the United States Lines and from the Grace Lines indicating they will 
file for an operating subsidy out of the Great Lakes presently. 

Mr. Crevencer. And there will be shipbuilding subsidies also? 


Mr. Morse. That is right. 
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Mr. Cievencer. We will have to build the ships because our present 
ones cannot use that 2714-foot waterway except to a very limited ex- 
tent. It ismy understanding that only about 5 percent of our deep-sea 
ships can use it. 

Mr. Morse. Very few of them could come in fully loaded. 

Mr. Cievencrr. Well, you have to carry a load to make money. 

Mr. Morse. A lot of the bigger ships which will use that waterway 
will discharge part of their cargo at the deeper ports and then carry 
the balance up into the lakes. So, a lot of these ships we are now using 
will be usable. 

Mr. Cievencer. Well, you know, in moving wheat if we carried all 
the wheat, it would not provide any ship subsidy. 

Mr. Morse. Yes, sir. 

Mr. Crevencer. There is a problem of crippling our railroads and 
at the same time that cripples the taxpayers. He is injured when a 
railroad is crippled and at the same time that is his 12-month, round- 
the-clock reliance for moving his products. For instance, we run a 
meat train Chicago to New York now faster than a passenger train. 
It is time- freight | all the way, and it takes it to shipside overnight in 
less time than you could go to the Grand Central station overnight 
with your human cargo. 

I think someone in this country ought to be giving this question some 
thought before we get into it with our guard down and see all of 
these restrictions by union thrown in the way, both from the stand- 
point of the operation of the canal itself and the operation of the ships 
in the canal. 

There is something romantic about a steamship but romance does not 
pay off when you can move it so much faster some other way at the 
same cost per ton. 

do not know that I have contributed anything but, at least, it is 
a problem to me because I have to be honest when I go to a meeting 
with these fellows, and they do not know anything about the reverse 
side of this coin. The fellow who lobbies them to build all of these 
harbor and river improvements does not tell them about these other 
matters. 

Mr. Morse. Well, it is a problem to us because of the increased 
subsidy bill that faces us. We know the problems we will have up 
here before the Congress. 

Mr. Crevencer. Surely. It is costing us quite a little money just 
to handle the lampreys without these other “lampreys” that will come 
with the transportation problem. 

Mr. Morse. Yes, sir. 

Mr. Preston. Mr. Bow, do you have any questions? 


SUBSIDY TO GREAT LAKES TRADE ROUTE 32 


Mr. Bow. I do havea question, Mr. Chairman. 

You have established a subsidy now in the Great Lakes trade route 
32; is that correct ? 

Mr. Morse. Yes, sir; to north Europe. 

Mr. Bow. Where would they go? 

Mr. Morse. To the United Kingdom, and to the northern part of 
the Continent, which would be Holland, Germany 

Mr. Bow. Would they go to Portugal ? 
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Mr. Morse. No; I do not think so. They would go to northern 
Europe. 

Mr. HOM. When, in your opinion, will route 32 be established and 

rantec 
, Mr. Morse. Just last week the Board directed that the application 
for charters be set for hearing. There are applications from Mc- 
Carthy, from Grace, from Isbrandtsen, and I believe also Moore- 
McCormack to charter the N-3 type vessels which we have in the 
Jaid-up fleets. There are 12 or 15 of them that would be usable. 

Mr. Bow. The N-3 are usable at this time, are they not ? 

Mr. Morse. Yes, sir. They are small vessels that can be used even 
under existing conditions. 

Mr. Bow. When the seaway is completed, then your C-vessels would 
come in ? 

Mr. Morse. Yes, sir; the C-2 would be suitable. 


FOREIGN-FLAG SAILINGS ON GREAT LAKES 


Mr. Bow. Check me if I am not right on this, but I have had in- 
formation that, for instance, taking the port of Detroit in 1946, for- 
eign-flag ships carried 6,189 tons, and last year that figure had risen 
to 92,915. 

Is that approximately correct ? 

Mr. Morse. I would have to check that and supply the information 
for the record. 

Mr. Bow. Will you do that? 

Mr. Morse. Yes, sir. 

(The information requested follows :) 


Overseas traffic data for the port of Detroit, Mich.,! vessels of 1,000 gross{tons and over, 
calendar years 1946, 1951, and 1955 





| 1946 1951 1955 

Berth service operations: 

Number of lines operating into Great Lakes__.....----- | 3 5 13 

Total voyages on berth into Great Lakes ea 21 91 236 

Number of voyages on berth having calls at Detroit_. (?) 86 219 

Detroit import cargoes, long tons. --- nee | 1,001 24, 053 44,771 

Detroit export cargoes, long tons....----- au 4, 524 | 11, 942 23, 103 
Other than berth: | 

Number of calls at Detroit_.....------ () 0 15 

Detroit imports, long tons. .._------- (3) | 0 | 8, 315 

Detroit exports, long tons | (3) 0 | 2, 203 





Foreign-flag vessels only; no U. 8S. flag vessels in overseas trade. 
2 Not available. 
§ Included as berth. 


Source: 1946—Corps of Engineers, Lake Carriers Association; 1951 and 1955—Forms MA 7801-7802. 


Mr. Bow. In 1946 there were two regularly scheduled foreign lines 
sailing from Detroit to overseas ports, and last year the figure had 
risen to 18 regularly scheduled foreign-flag operations and that during 
that period sailings had risen from "10 to 400 s sailings in foreign flags 
at the present time, with no American-flag vessel making those runs; 
is that correct ? 
Mr. Morse. There are no American-flag vessels at the present time, 
and my recollection offhand is there is in the area of 350 to 400 foreign- 
flag sailings. 
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Mr. Bow. The information I had was 410 foreign-flag sailings from 
Detroit itself. 

Mr. Morse. Yes, sir; we will supply that information accurately 
from the records we have : as to the number of sailings. 


APPLICANTS FOR SUBSIDY ON TRADE ROUTE 32 


Mr. Bow. Would it be your thinking, without going into matters 
which affect the Board in its quasi-judicial opinions—and I would 
not attempt in any way to influence the Board in its decisions—but 

can you say whether or not you feel that they will be able to operate 
in 1957, or is that a matter which is a determination and which you 
could not speculate upon ? 

Mr. Morsr. With reference to these 2 or 3 applicants that have 
filed on this trade route 32, we have directed the staff to proceed with 
a section 601 finding which is to determine their financial ability 
and their qualifications as operators, and matters of that sort. We 
expect to have that information supplied from the staff before the 
end of this month. Assuming these applicants do qualify under see- 
tion 601, we would then immediately set a hearing as required by 
section 605-C which is the public hearing required under the law to 
determine which one of several applicants would be entitled to re- 
ceive subsidy. 

Mr. Bow. Are you in a position to suggest what the timetable might 
be on that, Mr. Morse ? 

Mr. Morst. It is difficult to say, bee: ause there are a lot of statistical 
matters that these people always require to be put into the record. 
They now uniformly ask that this statistical matter be prepared in 
the Maritime Office of Statistics and Special Studies. 

Depending upon how much information is required, it would take 
anywhere from 1 month to 3 months to work up the material. Then, 
the hearing is held by an examiner and the applicants are given an 
opportunity to file exceptions to the recommended decision of the 
examiner and then the matter is submitted to the Board. 

T would say it would take a matter of at least 6 months to go through 
that routine. 

So, I think the chances of having a determination as to whether one 
or more of these applicants are entitled to subsidy on our trade route 
32 in time for the 1957 season is rather remote. 

Mr. Bow. Thank you very much. 

Mr. Preston. I believe Mr. Horan has some questions. 
TREND IN FOREIGN SEAFARING WAGES 
Mr. Horan. Mr. Chairman, IT would like to have some discussion 
on the trend of foreign competitive seafaring wages. 

What is the tendency there? Are they going up? 

Mr. Morse. Those wages are going up. I checked with Mr. Hoch- 
feld just the other day and their information is that the foreign 
wage costs are increasing more rapidly now than the American wage 
costs. 

So, instead of the spread continuing to widen, it is now leveling 
off and, if anything, beginning to close slightly. 
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Mr. Horan. Does that have any effect on our subsidy payments? 

Mr. Morse. Yes, sir; certainly. To the extent that it closes, that 
will diminish the spread in wage costs and, therefore, reduce our 
operating subsidy costs. 

Mr. Horan. I wonder, Mr. Chairman, if I may request, and if they 
could supply more detailed information for the record on that ques- 
tion ? 

Mr. Presron. Mr. Hochfeld, do you have some figures on that which 
you could furnish to the committee in chart form? 

Mr. Hocwrep. Yes, sir. 

Mr. Presron. We would like to have the percentage of increase in 
the foreign countries and, also, include in that chart the number of 
foreign countries who subsidize their shipping. 

Mr. Hocureip. The latter request would take exploration. They 
do it in various ways, and we cannot comply with that particular 
portion of the request. 

Mr. Preston. It is not direct? 

Mr. Hocurexp. No, sir; it is more indirect than direct, but we can 
do it by exploration. However, we could not get it done as promptly 
as the other request. 

Mr. Preston. If the information is available on that subject with- 
out extreme difficulty, please furnish it for the record. Otherwise 
furnish the information to Mr. Horan. 

Mr. Hocnuretp. Yes, sir. 

(The information requested follows:) 


United States and foreign monthly wage costs 1953 and"1954* C-2 type vessels 





1953 1954 
United States } Foreign | | 
\United | For- |United| For- |United | For- 
States eign States State eign 
1. Pacific ports-Australia Sweden |$28, 652 | $7,653 |$31,476 | $8, 412 9.86 | 9.92 
2. California ports-Far East. |} Denmark-_. 32,409 | 7,879 | 32,219 | 8,675 (.59)} 10.10 
| Japan 6, 045 ; 5, 975 (1.16) 
| Norway | 7, 241 } 8, 403 16. 05 
3. North Atlantic ports-United | United Kingdom | 29,753 | 7,963 | 29,248 | 8,224 | (1.70)} 3.28 
Kingdom and Eire. (White). 

4. Atlantic ports-South and | France : 28, 352 | 10,055 | 29,942 | 10,837 5. 61 7.78 
Fast Africa. Norway 7, 089 7, 859 10. 86 
| Union of South 6, 625 | 7.041 6.28 

Africa. | | | i 
| United Kingdom A 5, 670 6, 778 } 19.54 

| (White). | | | 
5. Gulf ports-Mediterranean, | Greece _- } 27, 216 6, 787 | 26,918 7,183 (1. 09) 5.83 
ete. Italy | ..-| 7,454 | 8, 240 10. 54 
Spain | 5, 496 6, 221 13.19 
6. Gulf ports-United Kingdom, France 26,879 | 10,651 | 26,968 | 11,140 33 4.59 
ete. | Germany | 5, S41 | 7, 004 | 19.91 
| Netherlands | 7,514 | 8,167 8. 69 
7. Atlantie ports/Caribbean | Netherlands 1$29, 287 | $7, 521 |$29, 793 | $8,154 1.73 | 8.42 
ports. | Norway | | 7,69 8, 31 8.04 
| Venezuela 7 | 13, 419 13, | 4.12 
8. Pacific ports/West coast | Chile | 33,535 | 12,394 | 35,750 | 18,422 6.61 | 48.64 
Mexico-South America. France 15, 645 | | 11,120 | (28.92) 
| Norway 7, 309 | 7, 596 3. 93 


! As of Jan. 1. 


Note.—( ) Denotes minus percent. 
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ForEIGN GOVERNMENT AID TO SHIPPING 


Vessels of United States registry engaged in the international trade not only 
are in competition with vessels of foreign registry built and operated at much 
lower cost, but also receiving substantial Government assistance. This aid is 
not uniform as between countries. Construction subsidies are important in some 
countries such as France, Italy, and Japan. Operating subsidies are available in 
Italy for vessels in the Finmare group. Other subsidies, such as payments of a 
portion of interest rates paid by ship operators for loans on shipbuilding, or the 
lending of government funds for construction at low interest rates, or the guar- 
anty by government of loans obtained from private sources also are available 
in certain countries. Moreover, almost all important maritime countries have 
made tax concessions available to these industries. 

Tax benefits, while varying in type and amount from one country to another, 
constitute a very important source of aid to foreign-flag merchant fleets. Such 
benefits may take the form of exemption from customs duties for important ship- 
building and ship repair materials, as in Italy. They may take the form of an 
exemption of income taxes on profits earned during the first few years, as in 
Belgium, Greece, Italy, and Norway. They may take the form of a construction 
incentive such as the United Kingdom investment allowance system which per- 
mits the depreciation of 20 percent in excess of the cost of an asset (20 percent 
during the first year over and above normal depreciation). The Netherlands 
has a similar system in that deductions from taxable profits may be taken 
amounting to 4 percent of the cost of new facilities for each of 5 successive years. 

In countries which depend upon high or moderate corporation income taxes 
for a large part of their revenue, liberal depreciation deductions are available 
which provide valuable financial government assistance in the form of govern- 
ment loans at no interest cost to the extent that taxes can be deferred. In Bel- 
gium, ships may be depreciated in 8 years of which 50 percent is permitted by 
the end of 3 years. Denmark permits the depreciation of one-third of the cost 
of the ship, starting with the beginning of the business year during which the 
contract for the acquisition of the ship was signed. In France, capital assets 
may be depreciated within a period of a few years. The Netherlands permits 
one-third of the cost of the ship to be depreciated as soon as the construction con- 
tract is signed and also authorizes liberal normal depreciation rates. In Sweden, 
assets may be written off completely at the rate of 20 percent per year. The 
United Kingdom during much of the post-World War IT period authorized accel- 
erated depreciation during various periods of time of 20 percent and 40 percent. 


Mr. Preston. Mr. Laird, do you have any questions at this point? 




































STAFFING STANDARDS FOR SUBSIDIZED OPERATORS 





Mr. Laren. Mr. Morse, vou mentioned that you were giving con- 
sideration to the crew requirements of the subsidized lines, comparing 
them with what was a justifiable employment level; is that correct? 

Mr. Morse. That is correct. However, along with those studies we 
have a recommendation now from the staff and there has been sub- 
mitted to the Board for action by the Board 

Mr. Latrp. How long do you think it will be before you can come 
up with some definite recommendations along these lines ? 

Mr. Morse. I think the Board will act within the next 30 days on 
the recommendations from the staff. 

Mr. Larrp. These would be staffing maximums, I suppose? 

Mr. Morse. Yes, sir. It is a standard with an escape hatch that any 
applicant who has a number in excess of this standard can come in and 
justify to us why he has more and if he presents an adequate story, 
we can accept it or, otherwise, we would limit the number for sub- 
sidy purposes to our standard. 

Mr. Larep. Under the staff recommendations what percentage of 
the subsidized lines at the present time would be overmanned? 
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Mr. Morse. About three-fourths of the subsidized lines now have 
manning in excess of the standard that we are proposing to set up. 
I repeat, that this standard is not necessarily a maximum that we 
will approve. 

Mr. Larrp. You will approve further manning of the ships based 
upon individual justification / 

Mr. Morse. Yes, sir; most of the lines operating off the east coast 
have 1 or 2 more men aboard than the lines operating out of the gulf. 
The lines on the west coast have an additional man or so more than 
those even on the east coast. It is all a matter of negotiation between 
the operator and the union in general, and it goes into a lot of factors 
such as where they have large reefer space, and whether they do main- 
tenance work aboard or whether they defer their maintenance work 
until they come into port, and things of that sort. 

It depends also upon the number or frequency of port calls that they 
make and whether they can get along with the minimum number of 
mates or whether they are required to carry an additional mate. 


RELATION OF LONGSHOREMEN TO SUBSIDIES 


Mr. Latrp. There was a statement made earlier that the position of 
the longshoremen in the negotiations for labor contracts does not have 
an effect upon the subsidy 1 ‘paid by the Federal Government. I was 
surprised at this statement. I should think that this would have an 
indirect effect, and a very definite effect upon the subsidy being paid by 
our Government to our American shipper Ss. 

Mr. Morse. It has an indirect effect in two ways: One is the produc- 
tivity or speed with which they load and discharge ships which would 
obviously affect the amount of time in port. 

Mr. Larrp. If continued featherbedding is allowed by the longshore- 
men it is going to have an effect upon your subsidy payments to the 
lines. If a ship is in port for a longer period of time it increases the 
iat indirectly ; does it not? 

Mr. Morsr. Assuming they were in port longer, there would be an 
additional wage cost to the vessel but we do not subsidize longshore 
costs at all directly. 

Mr. Larrp. I understand that, but I should think it would have an 
effect hupoR the subsidy payments as far as operating subsidies are con- 
cerned { 

Mr. Morse. The delays in port do have a very direct effect. 

Mr. Lamp. And is that the only effect it has? 

Mr. Morse. That, plus the effect of higher loading and discharging 
costs upon profit when income is based on a given rate level. The high- 
er the cost of the operator, the less profit he will make, and therefore 
the less chance we have of recapture. 

So, it has that other direct effect. 

Mr. Larrp. It has a direct effect upon the recapture provision, does 
it not? 

INCREASING PRODUCTIVITY OF LONGSHOREMEN 


Mr. Morse. Yes, sir; I am glad you mentioned this longshore mat- 
ter, because the House Merchant Marine and Fisheries Commi ittee at 
the last session conducted an extensive he: aring on this problem. Sub- 
sequent to those hearing, Mr. Guill of the Board has been, with our 
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staff, studying this problem of how to encourage more productivity on 

the part of the longshoremen, and also to minimize featherbedding, 
and some of these other practices which are in my opinion detrimental 
to the best interests of the merchant marine anc as are hopeful that 
some progress can be made along that line. 

Mr. Preston. Well, it is admirable to be hopeful, and I share your 
hope. But the probability of getting anything done about it is going 
to be one of the toughest problems ever undertaken by anyone. 

I do not minimize the importance of trying, and I think it is fine to 
try, Mr. Guill. But from what I have seen of it, they have such tight 
control over it that I do not know you can do anything about it. 

Mr. Guiix. Mr. Chairman, on that point I think you might be in- 
terested to hear this: Over the signature of the Mar itime Board Chair- 
man letters were sent to the heads of unions to come in to see if we 
could get a common date for making new contracts instead of having 
a 30-day leeway in there, where they could whipsaw through a con- 
tract, and many of them did not have the courtesy to answer the letter. 

Therefore, we could not get them together because many of them 
said they saw no reason for it. 

It was not only the matter of the Chairman of the Board’s letter 
that they were not answering, but they refused to come in and discuss 
or answer the House Merchant Marine Committee’s request to try to 
work out something like that. 

I am very interested in this discussion because we are all interested, 
and I am just wondering whether we can anticipate in the future legis. 
lation which might put a figure on what is fair and reasonable in the 
way of oper ating subsidies. I feel that is what you are driving at 
because it may well guide the Board in some of its actions. 

Mr. Tuomas. What do you mean when you say “in subsidy”? Do 
you mean wages? 

Mr. Gotu. That is right. 

Mr. Tromas. There is a difference between subsidies and wages. 
One follows the other directly, but there is still a difference. 

Mr. Guiiu. Yes, sir. 

Mr. Preston. Well, those are the difficult problems. It is not all 
confined to one side or the other—the longshoremen as against the sea- 
men. For instance, there are lots of ports that will not allow the sea- 
men to secure the ship after leaving port after dark without hardship 
pay or hazard pay or additional compensation of $10 per seaman, or 
some figure like that. So, there are so many things that make up this 
field with which we are dealing, and I know they are hard to deal 
with. It is not something a shipper can change overnight, because 
these bargains are driven the hard way. 


FINANCIAL POSITION OF OPERATORS AS TO 10-PERCENT GUARANTY 


Mr. Tuomas. Mr. Chairman, this thing is hardly one-sided. Take, 
for instance, the subsidized people. They were all broke when this 
act was first enacted in 1936. That was the purpose of the act, and 
now they are all rich. These working boys began to wake up about 
10 years ago, and they wanted to get in on this pie also. They are in 
on it, and John Q. Public is paying through the nose to both the opera- 
tor and the wage earner. 
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You cannot very well limit the wage that you are paying a wage- 
earner without limiting what the subsidized operator is making. 

Instead of putting a “limit on him, you are guaranteeing him a vir- 
tual 10 percent return. So, your trouble is right i in your act. 

As long as that subsidized operator is going to get rich out of the 
taxpayers’ pocket, the working boys will say “we want our part,” and 
it is going up and up and up. It is your act which is your trouble, 
just as sure as shooting. 

Mr. Guitx. Mr. Thomas, we do not guarantee 10 percent. 

Mr. Tuomas. Not; but it is pretty close to it. Your act says they 
are entitled to 10 percent, and when you get through with the fancy 
bookkeeping and the differentials in the “five subsidized items, they 
are going to get pretty close to that 10 percent. 

It is yt rust about a guarantee to them. It says they can earn up to 
10 percent. Then, there is the recapture clause, and with all of these 
facets of the operation it amounts to just about a 10 percent flat 
guarantee. Ido not know any other industry which gets that. Take, 
for instance, your pipeline industry. It is a public utility, so the 
courts say, but I do not know whether it is any more of a utility than 
steamship lines, and they get 6 percent, and these people get 10 percent. 

Mr. Morsr. If they make it; that is the only difference. 

Mr. Tuomas. By the time they get through with the subsidies, they 
will practically make it; they will not miss it far. ‘To show you they 
do make it, get the financial statements in 1936 and compare the state- 
ments today. That is the proof. Where did they get it ? 

Mr. Morse. What I meant was that there was no assurance that 
the freight-rate level will remain steady. So, there is no assurance 
that they will make it. 

Mr. Tuomas. It is kind of like the salesman who had the overcoat; 
he told his boss “that overcoat is in that expense account. All you have 
to do is find it.” 

That profit is in there, and all you have to do is find it in the five 
subsidized items. 


EXPENDITURES FOR SUBSIDIES IN 1957 


Mr. Preston. Mr. Fisher, what is the total amount of money avail- 
able for subsidies for fiscal year 1957? 

Mr. Fisuer. The total at the beginning of the year was, roughly, 
$128 million for operating subsidy. 

Mr. Preston. How much have you spent of that thus far? 

Mr. Fisuer. Through February we had spent $69 million. 

Mr. Preston. And there is about $59 million left? 

Mr. Fisner. Still available. 

Mr. Preston. Will you follow approximately the same rate of ap- 
irae for the balance of the fiscal year ? 

Mr. Fiscner. We had on hand at the end of February about $8.5 
million in vouchers, and expect to receive an additional $6.5 million 
which will be paid before the end of this quarter, and we probably will 
pay out about $24 million in vouchers for the first quarter of this 
calendar year, plus some $20 million in prior-year vouchers. 

Mr. Preston. What does that figure out to ? 

Mr. Fisurer. We expect we will spend the entire $128 million. 
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Mr. Preston. You mean you have $20 million in prior-year vouch- 
ers 

Mr. Fisuer. Yes, sir; we will have. 

Mr. Presvon. Is that the 10 percent that we have been talking 
about. 

Mr. Fisuer. Yes, sir; the bulk of it is the 10 percent. There will 
be some differences between the 75 percent and the 90 percent pay- 
ments,, but, basically, it is a final 10 percent. 

Mr. Preston. You do not expect to have a carryover for fisca] 1958? 
Mr. FisHer. Very little, if any. 

Mr. Preston. Are there any further questions on this item ? 
ADDITIONAL VOYAGES 

I did fail to ask one question which I think we should clear up a 
little bit, and which will be subject to discussion later in our executive 
session. What is your attitude toward this 331 additional voyages 
that are contained in this budget, Mr. Morse; are they essential in your 
opinion ¢ 

Mr. Morse. In my opinion they are; for two reasons: Firstly, we 
are now carrying in the neighborhood of 38 to 39 percent of the total 
liner cargo between the subsidized and the unsubsidized companies. 
So, we are quite some ways from approaching the 50 percent which is 
contemplated by the 1936 act. 

Mr. Preston. 50 percent of what cargo? 

Mr. Morse. The liner cargoes, inbound and outbound. 

Mr. Preston. Worldwide? 

Mr. Morse. To and from the United States; worldwide. 

Mr. Preston. That is what I mean. 

Mr. Morsz. Secondly, we feel that we need, or the Board feels that 
we need, those additional voyage approvals, not that we have already 
decided to grant them all, but so that we do have the flexibility to either 
approve or disapprove them as contemplated by the 1936 act. 

{r. Preston. Of course, if they are approved, it will just mean that 
the subsidies bill will be increased ? 

Mr. Morse. That is correct; and if they are disapproved—— 

Mr. Tuomas. Mr. Chairman, will you yield to me at that point ? 

Mr. Preston. Surely. 

Mr. Tuomas. For these increased voyages, are you going to have 
increased sailings with the same ships, or are you going to put in new 
ships into operation, or what? 

Mr. Morse. Part of these would be new sailings by new applicants. 


SHIPS FOR ADDITIONAL VOYAGES 


Mr. Tuomas. Well, I am talking about ships now, and not appli- 
cants. I notice you are going to increase your revolving fund of ships 
over there to, perhaps, 100. Then you will knock it down to 45 new 
ships. Are those the ships that will carry over the new routes? In 
other words, you are not going to have new ships; are you? 

Mr. Morse. I am not sure I understand what you are referring to. 
Mr. Tuomas. Will they be built with the subsidy ? 
Mr. Morse. I do not know what you are referring to, Mr. Thomas. 
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Mr. Tuomas. How many sailings are you asking for? Is that figure 
331? 

Mr. Morse. Yes, sir. 

Mr. Tuomas. Are the 331 sailings going to be by entirely new ships 
that have not heretofore been receiving subsidies ? 

Mr. Morse. Yes, sir. 

Mr. Tuomas. Are those ships coming from the laid-up fleet, or are 
they ships which have been constructed ‘with the construction subsidy ? 

Mr. Morse. The ones to be operated out of the Great Lakes would 
be from the laid-up fleet. There are only 12 or 15 of those, but the rest 
of them would be vessels now operating. 

Mr. Tuomas. Explain how the increased subsidy helps national de- 
fense when you are pulling’ your old ships out of your laid-up fleet 
and putting them in and subsidizing them. That is what it amounts 
to. You are not building any new ships. You are not helping national 
defense any, but you are increasing the amount of subsidy. 

Mr. Morse. Those 12 ships for the Great Lakes would be only an 
interim operation, and the applicants would be obligated to build new 
ships to go into that trade, and they would be efficient ships. 


NEW CONSTRUCTIONS OF CARGO SHIPS 


Mr. Tuomas. Well, you have gotten in the last 3 or 4 years around 
$35 million or $40 million in your operating-differential subsidy. Dur- 
ing that period of time how many new cargo ships have been con- 
structed ? 

Mr. Morse. There are four passenger ships under construction now. 

Mr. Tuomas. But, they are not in operation. They are not drawing 
any of this operating differential subsidy. 

Mr. Morse. There are two ships for Oceanic now in operation, but 
you know as well as I do, Mr. Thomas, that most of these ships that 
are operating now are World War H-built ships, and they are about 
12 years of age. 

They are not obsolete ships. We have required each subsidized 
operator who comes in for an extension in his subsidy contract to 
commit himself irrevocably to build new ships. 

This year we expect to build 21 new ships for these existing sub- 
sidized operators. 

Mr. THomas. However, the increase in subsidy has been out of pro- 
portion to your new construction. 

Mr. Morse. Of course. 

Mr. Tuomas. Well, why “of course”? 

Mr. Morse. Well, it is perfectly logical. 

Mr. Tuomas. The purpose of this 1 money you are giving away is for 
national defense; is it not ? 

Mr. Morse. The existing ships are all young ships. 

Mr. Tuomas. They are not too young, though. 

Mr. Morse. They are 12 years of age. 

Mr. Tuomas. Well, that is not very young. The aver age life is 20 
vears. So, it is about 55 or 60 percent of the life of them. 

Mr. Morse. We have sold 29 Mariners during this last year and a 
half or 2 years, and they are all operating. Those are all new ships. 
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Mr. Tuomas. What are you getting for your money? That was 
taxpayers’ money that bought them, and you sold them for 15 cents 
onthe dollar. That wasa national asset to begin with. 

What are you getting for this additional money you are spending? 
Nota thing. 

Mr. Morse. Contractual obligations that we can compel them to 
build few ships. We are going to build 21 new ships this year. We 
expect to continue every year at 20 or 25 new ships. 

Mr. Tromas. I want to commend you for the step that you are 
taking. For the last 10 years, those steps have been very feeble and 
they have not gone very far. If you get some ships built, you are going 
to be congratulated. So far we have not got them. 

Mr. Morse. We are going to get them. I guarantee you that. 

Mr. Tuomas. The last 10 years we have not got them. We have 
been paying that subsidy bill, and it has been going up and up. 

Mr. Morse. I agree with your complaint 100 percent. 

Mr. Tomas. If you build them, we will give you a medal. It will 
be the only commission in the last 20 years, and I am testifying from 
direct knowledge, that has built any ships. If this Commission gets 
them, you will get the medal. 

Mr. Morse. You should start diawing that medal, because we are 
going to build them. 

Mr. Tomas. We have been working for 20 years to get them. If 
you get them finally, you will get the medal. 

Mr. Morse. I will hold you to that, Mr. Thomas. 

Mr. Preston. Have these 12 ships already been broken out? 

Mr. Morse. No, sir. 

Mr. Preston. Will they be operated on a bare-boat charter basis? 

Mr. Morse. Yes, sir. We are not going to break them out unless 
we can break them out for operation this season. In other words, if 
we break them out only for operation for the 1958 season, the cost 
would be too much to justify that short use. 

Unless it can be worked that they will be broken out this season and 
operated for 1957 and 1958, they will remain laid up. 


SALARIES AND EXPENSES 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 





Program by activities: 
. Administrative expense $6, 412, 513 $6, 575, 235 $7, 470, 000 
. Maintenance of shipyard facilities.............-.---..-- 546, 747 824, 300 629, 100 
, CORRE GE WREGOUIINS 5. 6 icccdcccccannccadccncectescs 628, 678 705, 700 829, 100 
. Maintenance of re serve training station - 67, 299 70, 000 71, 800 
4 159, 112 | | 7, 250, 000 6, 850, 000 


Financing: 
Comparative transfers from (—) other accounts 
Unobligated balance no longer available__-......--.--.-.- 


| 4 , 814, 349 | 15 425, 235 15, 850, 000 


Appropriation | 14, 875, 500 | 15, 350, 000 | 
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Obligations by objects 


MARITIME ACTIVITIES 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year. 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 






01 Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 
Other payments for personal services 


Total personal services 
02 Travel 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other agencies 
08 Supplies and materials 
09 Equipment aa 
10 Lands and structures 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund ss 
13. Refunds, awards, and indemnities 
15 Taxes and assessments ‘ d 


Total, maritime activities_- 
ALLOCATION TO DEPARTMENT OF DEFENSE 


Total number of permanent positions aren 
Average number of all employees. -- bbe 
Number of employees at end of year- 


Average salaries and grades: 
General schedule grades: 
Average salary... wate 
Average grade__. 


01 Personal services: 
Permanent positions 
Regular pay above 52-week base 
Payment above basic rates 





Total personal services 
02 Travel 
05 Rents and utility services 
06 Printing and reproduction. 
07 Other contractual services- - - 
Services performed by other agencies 


08 Supplies and materials ‘ us 


09 Equipment side pita 
10 Lands and structures. .-_-_. 


Total, Department of Defense _ -- 


Total obligations... 


1956 actual 





$11, 705, 096 





188, 171 
75, 280 
1, 219, 916 


193, 072 


648 


10, 679 
29, 975 


14, 217, 710 


bo bo 








1957 estin 


GS 


$4, 


$12, 749, 


be os = Se 


100, 335 


15, 308, 


$105, 


ll, 
116, 


15, 425, 


), 300 


104 


, 800 


rp 


700 | 


900 


OOO 


735 


500 


000 


500 


99°F 


“oo 


5 estimate 





$6, 116 
GS-8.0 
$4, 154 


512, 535, 200 
7, 500 

47, 400 

92, 000 


12, 682, 100 
126, 800 
70, 650 
155, 950 
348, 450 





574, 500 
145, 000 
889, 150 

83, 600 


686, 000 
3, 900 
31, 600 


15, 850, 000 


$15, 850, 000 
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Budget authorizations, expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 


Obligated balance brought “<=> ai aana ete 


Total budget authorizations available... -- 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations -_- 
Out of prior authorizations..._._.- 


Tote) expenditures. ....< .....-.2....+.. 
Balance no longer available: 
Unobligated (expiring meena) . iulbetiigi 
Other. ; 
Obligated balance carried forward....-...--_- 


Total expenditures and balances. - 


1956 actual | 1957 estimate 


$14, 875, 500 
1, 136, 922 


$15, 350, 000 
892, 496 


06, 242, 496 


“16, 012, 422 


| 
13, 861, 977 | 
1, 104, 418 


15, 125, 000 


14, 275, 000 


& 50, 000 


| 
-s 
| 
| 


14, 966, 395 | 
125, 702 | 
27,829 
892, 496 


16, 012, 422 


“1, 117, 496 


16, 242, 496 








Mr. Preston. The next item is “Salaries and expenses,’ 


page 71 of the committee print and page 787 of the justifications. 


will insert in the record at this point pages 787 and 788. 
(The justifications referred to follow :) 


SALARIES AND EXPENSES 


Summary of requirements 


Appropriation, 1957 (regular bill) - -.---- 


C omparative transfer from ‘‘Salaries and expensi ses, De partment of State’ 


Total obligational authority for 1957. .....-.--- 


Deduct: 
Contractual bottom preservation 
Contractual facilities maintenance - - -- 
Contractual dredging. ae 
Equipment purchases _ : 
Nonrecurring repair projec Bi ak, 


Total 


Base for 1958- 
Net difference, 1958 over 1957: 


By activity 


Administrative expenses -_- 
Maintenance of shipyard facilities_ 
Operation of warehouses. 

Maintenance of reserve training station. 
Reserve fleet expenses - - . - - - eae 


Gross requirements. ..........-.-- 


Total estimate of appropriation, 1958........-.- 


1958 estimate 


$15, 850, 000 
1, 117, 496 


16, 967, 496 


14, 740, 000 
1, 061, 000 


15, 801, 000 


“1, 166, 496 


16, 967, 496 





> found on 


We 


$15, 350, 000 


37, 


75, 235 


. $15, 425, 235 


400 


44, 000 


64, 
132, 
294, 


100 


700 
500 


Requirements 
increase ( 
or de- 


1957 
adjusted 


1958 
estimate 


| 
$6, 566, 735 | $7, 470,000 | 
562, 000 
648, 300 
70, 000 


7, 005, 500 


+$903, 
629, 100 +67, 
829, 100 

71, 800 


6, 850, 000 


— 155, 


14, 852, 8 35 | 


15, 850, 000 | 


crease (— 


+-997, 465 


72, 700 


14, 852, 535 


| Difference, 


+) 
) 


265 


100 


+180, 800 
+1, 800 


500 
+997, 465 


15, 850, 000 
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Mr. Preston. There is a net increase in this item of $386.700. 
INCREASED PERSONNEL 


Mr. Morse, what are these 84 additional positions for / 

Mr. Morse. It is pretty much across the activities of the Board, 
largely in Washington, to take care of a number of factors, including 
the processing of the additional applications for subsidy, processing 
additional applications of existing operators for increased voyages, 
reviewing the seafaring wage problems, reviewing the longshore 
wage problems, or jobs required in our ship construction office, because 
of the additional ships that are now being processed for new construc- 
tion, one or two additional people in the Board staff to more carefully 
scrutinize the wage and operating costs recommendations that come 
to the Board, a total of 24 additional employees to make the special 
surveys which are coming up at the expiration of the 10-year recap- 
ture period. 

It is pretty much spread across the entire activities of the staff here 
in Washington. 

Mr. Preston. The chart on page 789 shows the breakdown of these 
increases, I believe. 

Mr. Morse. Yes, sir. 

Mr. Preston. At the level that you have been operating, you have 
been able to bring the subsidy more current: of course, through the 
policy of the Congress, to pay its debts and provide the money to do 
this. 

Mr. Morse. Yes, sir. 

Mr. Presron. Why do you need all these extra jobs now? Is this 
just considered to be a good opportunity, or a fine year—sort of like a 
Geophysical Year—a good year to ask for increases ‘ 

Mr. Morse. No. I think this is a poor year to ask for increases. 
We have asked for increases in the past years. We were cut below a 
level we should have been cut 4 or 5 years ago. This is just a normal 
pickup here, to adequately do a good job down there. 

We really need these people, Mr. Preston. We are understaffed in 
many of the areas, and with some of these people, for example, we 
need to set up an additional team to do the operating subsidy reviews 
for additional operators that are making applications. This is not 
padded at all, [ assure you. | 

For example, in our Office of Regulation, we need more people in 
there to review the increasing number of tariffs that are filed by freight 
forwarders, to review the activities of the freight terminals. We just 
initiated a Board review of the activities of the terminals on the gulf 
and the east coast. to determine whether their rates, rules, and regu- 
lations are fair and reasonable under the 1936 act. That is a big job. 

In order to do these things, which we feel must be done under the 
1936 act and the 1916 act, we need the staff to enable us to do it. 


POSITIONS FOR OFFICE OF PROPERTY AND SUPPLY 


Mr. Presron. You are asking for 22 positions in the Office of Prop- 
erty and Supply. Why do we need these people? It is 15 in the field, 
7 in Washington. 
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Mr. Morse. Fifteen of those are in the field to assist in the inven- 
tories which are required as a result of these ships completing their 
10-year recapture period. 

Mr. Fisuer. In the Washington office we are requesting an addi- 
tional seven positions. Two of those are to review and analyze the 
inventories of fixed assets at the operating installations. 

We have been a long time trying to get a complete and adequate 
inventory of our fixed assets at our operating installations. We hope 
to get a substantial part of that done in 1958 and we need two people 
in Washington to consolidate, tabulate, and establish codes for those. 

There is also an increased workload in the ship sales activity as a 
result of increased sales of ships in 1957 and 1958. We need one addi- 
tional person on that activity. 

We have a printing clerk that, because most of the printing work, 
or at least a major share of the printing work, has in the past been at- 
tributed to vessel operations, we have, up to date, charged that as a 
reimbursable job from the vessel operations revolving fund but with 
changing ratio of work we have to pick that up as a direct expense. 

The same thing is true of one of our disposal officers. ‘The other 
two jobs are for a machine tabulations clerk and a mail and files clerk, 
to cover the general increase in workload that has resulted in the past 
year and a half in maritime activity. 

Mr. Preston. Is that all, Mr. Fisher 

Mr. Fisner. That covers the seven. 


INCREASE FOR OFFICE OF GOVERNMENT AID 


Mr. Presvon. What is the Office of Government Aid, and why do 
you need eight additional positions in that Office 4 

Mr. Morsr. Mr. Hochfeld is the Chief of the Office of Government 
Aid. I think he could best speak to that himself. 

Mr. Preston. Very well, Mr. Hochfeld. 

Mr. Hocuretp. The one job in the field is to conduct examinations 
of the cost of these subsidized lines, to determine what is not sub- 
sidizable and also what is not to be considered in determining allow- 
ability. 

The other 7 are broken down as follows: 3 in the Division of Con- 
tracts, 3 in the Division of Trade Routes, and 1 in the Division of 
Operating Cost. 

With respect to the one in the Division of Operating Cost, we have 
established definitions of what is subsidizable and what is not subsi- 
dizable, so there, again, we can make disallowances, proper disallow- 
ances, of what is subsidizable and what is not subsidizable. 

It has increased the activities of that Division. Further, if the 
Board were to adopt these manning scales, additional work on the part 
of the staff would be necessary to sift out those justifications which are 
submitted by the subsidized lines for higher manning of the vessels 
from those which are not fully justified. 

In the Division of Trade Routes and in the Division of Contracts, 
the three each are related to new subsidized operators that may be on 
the scene, as well as the title XI program; that is, our mortgage insur- 
ance program. We now have some 50 applications for mortgage in- 
surance, each of which must be reviewed to determine whether the 
application should be processed to the Administrator, based upon the 
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financial qualifications of the operator, the economic feasibility of the 
operation, and the propriety of the terms and conditions in the mort- 
gage agreement, as well as in the construction loan agreements. 

Mr. Preston. You ask for one for the field. I assume that the 11 
people that you have for the current year are doing the same work. 
Are they? 

Mr. Hocurex. By and large; yes, sir. They are divided among 
three district offices. This one additional person, I believe, is for the 


New York office. 


POSITION ADJUSTMENTS IN THE OFFICE OF GOVERNMENT AID 


Mr. Preston. In your 1957 budget you show 42 positions for the 
Board; despite a slight cut, you now have 46 positions. Where did 
you find the four positions?’ W here did you get them from? 

Mr. Morse. Two of them are in the Office of Regulations, which 
is under the Board activity ; two of them are in the Board’s legal staff, 
in assisting us in drafting our opinions and reviewing the testimony of 

cases that are presented to the Board for decision. 

Mr. Preston. Where did you get the money to create these posi- 
tions? 

Mr. Morse. I will have toask Mr. Fisher to answer that one. 

Mr. Fisuer. They were obtained by reductions in other areas, either 
in our personel services or in our other objects of expense. There was 
an absorption within the total, by reducing other activities. 

Mr. Preston. In effect, you do not follow your justifications that 
you present to the committee. After you get down there, you figure 
the show is over and you run the shop like you want to; is that it? 

Mr. Morse. No, sir. That is not it, Mr. Preston. 

Mr. Presron. It looks like it, Mr. Morse. You reduce other objects 
or something and you say, “we will create more jobs, although we said 
something else to the Congress in 1957.” 

Mr. Fisuer. We have had to make minor adjustments due to activ- 
ity that develops during the year, and new workload. The workload 
may have been greater than we foresaw at the time we submitted our 
justification. We are sometimes required to make those adjustments. 
They are relatively minor, however. 


LEGAL ASSISTANCE 


Mr. Morse. I might mention at this point, Mr. Preston, this Board 
has—I do not remember the number of cases pending before it, but. it 
is a substantial number. There are three Board members. We each 
have a secretary. I have two in my office. None of us have a legal 
assistant. 

I would like to have that checked out against any of the other boards 
having a regulatory activity and see if we are overstaffed. 

Mr. Tuomas. You have got 68 lawyers. You should have one for 
your Board members. You ought to have one. If you do not have 
one, it is chargeable to the Boar d. You have got 68 people over there 
in the legal division. I presume out of the 68, there must be 45 or 35 
lawyers. 

Mr. Morse. Thirty-five lawyers, approximately. 
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Mr. Tuomas. There is no earthly reason why you do not have one. 
You need one more than they need 35 lawyers in that legal division. 
Do you agree? 

Mr. Morse. I do not agree. 

Mr. THomas. You ought to have one, do you not think? 

Mr. Morse. That is why we have taken on these two lawyers in 
the Board’s staff, to assist the Board. 

Mr. Tuomas. Is the agency thinned out? 

Mr. Morse » They have been well thinned out. 

Mr. Tuomas. How m: iny lawyers did you have in 1950? 

Mr. Hocurerp. I am reciting from memory. I think it was in the 
neighborhood of 90 overall in the legal office at that time. 

Mr. Tuomas. Excuse me, Mr. Chairman. 

Mr. Preston. Let me say this, Mr. Morse: You do need every 
person you can get to handle your work? You are dealing with some 
of the most capable lawyers and businessmen that can be found. You 
are dealing with millions and millions of dollars. You are dealing 
with some of the weightiest problems that any regulatory board has 
to deal with in Government. 

I do think you need a lawyer for each man. I would not want to 
economize on your ability to perform your function properly, be- 
cause it is one of the most responsible positions in the Government, 
the positions that you and the other Board members hold. I agree 
with Mr. Thomas. 

It seems to me it is more important to put one of these lawyers at 
the disposal of the Board members than it is to do general legal work, 
because the Board member is making a decision that will govern the 
work of the lawyers later on. 

A lot of that work is preliminary to a Board decision of course, 
but I do not think the Board member ought to be handicapped in 
the slightest when it comes to having guidance and assistance before 
he makes his decisions. 


PERSONNEL FOR RESEARCH ON NUCLEAR REACTORS 


Mr. Preston. Last year you asked for an additional 10 positions 
for research on nuclear reactors. You have asked for that again this 
year, I noticed. 

Mr. Morse. Yes, sir. We think the reactor propulsion is much 
closer to us; it is closer to us than this last year’s difference in time. 
I think it is very important that our agency be brought in - with 
that development, so that we can move into the picture and aid the 
American merchant marine in that type of propulsion. We do not 
have the personnel; we do not have the facilities at the present time 
or the know-how to be of value. 

Mr. Preston. The cut last year was mighty slight. You did not see 
fit to give this high enough priority to go ahead with it. You took 
acut in this area, rather than somewhere else. 

Mr. Preston. Who is doing the research work for you? Who would 
do it under this proposal 

Mr. Morse. If we were to set up this office, you mean ? 

Mr. Preston. Yes, sir. 

Mr. Morsr. We would have to get qualified men in to do that work. 
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Mr. Preston. You would have to contract it, would you not? 

Mr. Morse. We would have to have our own staff review work done 
by contractors. You may remember we have in $2 million for nuclear 
research, which would include study work, largely by outside con- 
tractors. 

Mr. Preston. Everybody in Government seems to be getting into 
the atomic energy act. 

Mr. Morse. We would like to, also. 

Mr. Preston. We will consider your request in due course. 

What page are your contractual services on? We will refer to 
“Other objects.” That is page 808. 


STUDY BY BUREAU OF LABOR STATISTICS 


Will you tell us about this increase of $104,00 for other contractual 
services ? 

Mr. Morse. $100,000 is for this purpose of a study by the Bureau 
of Labor Statistics on the wage levels, and the job studies on seamen. 
That is the one I mentioned at the previous session. We have em- 
ployed them, or hope to employ them for that purpose. 

That is in part this matter of determination of what is a fair and 
reasonable wage level for the American seamen for operating subsidy 
purposes. 

MAINTENANCE OF RESERVE SHIPYARDS 


Mr. Preston. You have an increase of $67,100 for “Maintenance of 
reserve shipyards.” Speak to that briefly. 

Mr. Fisner. That, Mr. Chairman, is an increase from our base. The 
major share of that is for repair items at the various shipyards, and 
it is substantially less than our request of last year because last year’s 
items have been ‘dedue ted to arrive at our base. 

The increase in personnel services amounts to only $1,800, which 
provides for the one extra compensable day. The repair items amount 
to $43,200, and $22,100 is for Federal contributions to the retirement 
fund. 

RENTING SHIPYARDS 


Mr. THomas. Mr. Chairman, would you not save money by getting 
rid of those yards? You could rent them and get something out of 
them. It isa losing proposition. 

If you had to have them now, you would virtually have to wreck 
everything you have there. Your buildings are old and temporary. 
The machinery is perhaps out of date. Can you not rent them if vou 
do not want *s sell them ? 

Mr. Morse. At the Vancouver yard, much of the warehouse space 
is being em by the Air Force at the present time. On the utilization 
of the vard as a shipyard, we have two applicants who are negotiating 
with us at the present time to reopen that as a shipyard. The same 
applies for the Alameda yard. We have an applicant who is con- 
sidering it; whether ser iously or not. I cannot tel] vou. 

Mr. Trromas. They could not deteriorate any faster if they were 
used. They are going to pot and you are spending $200,000 or 
$300,000 a year on them. You should rent them or get rid of them. 
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Mr. Morse. We agree with you. We are renting the warehouse 
spuce W Rerenet possible ; we are leasing the utilities themselves, when- 
ever we have an applicant who will come in and want to pay us rental. 

The same ‘hina applies at Wilmington. One of the shipbuilders 
wants to rent that yard. 

Mr. Suetiey. What is the status of the graving docks at the Rich- 
mond, Calif., yard at the present time ‘ 

Mr. Morse. We had one of the graving docks under lease to AAA 
machine shop. I think that lease has terminated. 

Mr. Suentiey. | understand that they are out of there now. 

Mr. Morse. Yes. I believe they are out now. I do not believe 
anyone is there at the present time. Mr. Steffes is here from that 
oflice and he can give you the details on these various shipyards. 

Mr. Srerres. At Richmond, we have 2 leases at the present time: 
1 with Kaiser Aircraft, which nets us $50,000 a year, and 1 with 
Carrico Construction Co. We get $24,480 from them annually. 

Mr. SuHetiey. Most of that is open space, is it not ? 

Mr. Srerres. Yes, sir. The first one is for machine shop, some open 
space and some personal property in the area. 

Mr. Morse. We have a practice of leasing out, not only our space, 
but also our warehouses and our tools, wherever we can do so, on a 
compensatory basis to us. 


MAINTENANCE AND OPERATION OF WAREHOUSES 


Mr. Preston. On page 818 you show an increase of $180,800 for 
“Maintenance and operation of warehouses.” 

Speak to that increase, please. 

Mr. Morse. I would like to have Mr. Steffes do that, please. 

Mr. Sterres. The increase, Mr. Chairman, is almost entirely in the 
maintenance projects that we must do to maintain the warehouse build- 
ings and warehouse properties. The Baltimore warehouse requires 
painting of the main building, which is 1,600 feet long. We do not 
propose to do all of it in 1958, but half of it. We also must paint the 
sprinkler-system piping, et cetera, which is badly corroding, and we 
are proposing also to do half of that in 1958 and complete it over a 
2-year period. 

In the Baltimore warehouse there is also a big need for replacing 
some of the steel-sash windows, for which we have asked $12,000, and 
some of the sheathing in the No. 1 building. They are bad and must 
be replaced. Weather is coming through the holes in the siding. 

At the Richmond warehouse, a very important item is to reroof the 
entire warehouse. We have been patching that warehouse roof for 
several years now. It is beyond patching and should be replaced in 
1958. There isasmall job also at Richmond warehouse of seal coating 
sone of the roadways which are going bad because of the loss of some 
of the seal coat on the surface. 

Mr. Preston. Why do you have 10 security guards at Baltimore and 
you have none e ‘Isewhere ? 

Mr. Srerres. We own the Baltimore warehouse and occupy it our- 
selves and must guard it. In some of these other warehouses, for 
instance, at Kearny, the Army and Navy take care of the security: 
in Norfolk we are in the terminal and the Navy and the Army take 
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care of security ; in New Orleans, we are in the Army port of embarka- 
tion and the Delta Shipyard is taken care of by the Navy. At Rich- 
mond we do not need guards because of our burglar-alarm protection 
system which takes care of it. 


Reserve Fieer Expenses 


Mr. Presron. All right, sir; thank you. 

Now, Mr. Fisher, or Mr. Morse, in 1957 justifications for “Reserve- 
fleet expenses” it showed 1,450 permanent positions, 1,342 man-years, 
for $5,682,500. The 1957 column in your 1958 justifications shows 
1,322 permanent positions, 1,281 man-years. The cost is $5,691,100. 

T he net effect of this is that 108 less positions and 61 less man-years 
will cost more money in 1958. Why is that? It cost more im 1957 
than you had projected, and, of course, it will cost more in 1958. 

Mr. Fisuer. The principal reason for the increase in cost is the 
costs that we had to absorb for wage-board pay increases. The great 
bulk of the employees in our reserve fleets are subject to wage- board 
determinations as to the level of their salaries; they are ungr: aded posi- 
tions, and, as the wage-board levels for the various areas in which these 
fleets are located are increased, due to surveys that are undertaken, our 
average salary increases. We have followed generally the wage levels 
of the Army and Navy installations for their so-called blue-collar 
civilian employees. We have, therefore, had to increase the amount 
allocated to personnel services to cover those costs. 

Mr. Preston. You are talking about the wage board in the De- 
partment of Labor, or what wage board ? 

Mr. Fisuer. We generally follow the wage rates established by the 
wage boards of the ‘military departments for their civilian ungraded 
employees. 

Mr. Nrerson. I think we should point out, Mr. Chairman, this is 
not the only area where we have wage-board employees. ‘This is set 
up, and various agencies—Commerce is one; the military is another— 
where a determination is made with respect to the blue-collar worker. 

Mr. Tuomas. It is all Civil Service Commission ? 

Mr. Nretson. Yes, sir. When those rates are set, we have to put the 
schedule of pay into effect. It does not fall under the Classification 
Act. This could happen once; it could happen twice, or maybe 3 times 
during a period of 2 years. 

Mr. Tuomas. It is out of your control. It is established by the Civil 
Service Commission and you have to pay the bill? 

Mr. Nretson. That is correct. 

Mr. Preston. Would all of this difference be chargeable to the wage- 
board rate increases ? 

Mr. Fisner. Yes, sir. 


SILTING PROBLEM AT SUISUN BAY 


Mr. Presron. Will you tell us about the increase of $401,700 for 
the “Preservation program,” under the “Reserve-fleet expense”? 

Mr. Fisuer. That is a net increase made up essentially of 2 items: 
$246,000 for payments to the retirement fund, and $250,000 for the 
shifting of ships at Suisun Bay, where we have a silting problem. We 
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need funds to shift a substantial number of those vessels into deeper 
water. 

Mr. Tuomas. Where is that? 

Mr. Fisuer. Suisun Bay, Calif. 

Mr. Preston. How long have they been there? 

Mr. Fisuer. Ten years. 

Mr. Preston. Is this silting problem something new ? 

Mr. Morsr. No. It largely developed as a result of the very high 
water they had 2 years ago, as I recall. It has gotten now to the 
point where the water is so shallow that the small boats we have can- 
not even navigate around some of those vessels. 

Mr. Preston. They are sitting in silt ? 

Mr. Morsr. Some of them are; yes, sir. When they are afloat, the 
silt will move on. When they sit on the bottom, they silt up very 
rapidly. It is necessary that they be shifted out into a little bit deeper 
water. 

Mr. Preston. Which requires contracting with tugboat companies, 
et cetera ? 

Mr. Morse. Yes, sir. Much of it would be contractual services. 

Mr. Suetiey. I saw that situation a year ago, Mr. Chairman, and 
I am well acquainted with it. I believe the water comes down from 
the confluence of the Sacramento and San Joaquin Rivers, which is 
just above where the fleet is laid up. It is piling up to the point where 
you could not even get your tug to the ships the last time I was up 
there. The tug was practically high and dry, right alongside the dock. 
We had to go out in asmall launch. 

Mr. Morse. I understand it was accentuated by the floods in Cali- 
fornia the year before last. 

Mr. Sueniey. Yes, sir. 


PRESENT EMPLOYMENT LEVEL 


Mr. Preston. What is your present employment, Mr. Fisher? 

Mr. Fisuer. 1,304, as of January 31, in the reserve-fleet activities. 

Mr. Preston. I want it for the whole appropriation, “Salaries and 
expenses.” 

Mr. FY ISHER. We have a total 2,490 in the appropriation “Salaries 
and expenses.” 

Mr. Preston. Do you have some nonrecurring items that involve 
personnel that will come out in 1958? Does that account for the fact 
vou have more now than you request in 1958 ? 


1957 OBLIGATIONS 


Mr. Fisuer. We will reduce our staff in preservation work at the 
fleets in 1958 below what we have now. 

Mr. Preston. What are your 1957 obligations to date, Mr. Fisher? 

Mr. Fisuer. The latest date I have here on obligations is as of De- 
cember 31. We had obligated a total of $9,796,695. That includes 
some reimbursable obligations; direct obligations against the appro- 
priation would be $7,787,000. 

Mr. Preston. A little more than 50 percent. 

Mr. Fisuer. Slightly over 50 percent; yes, sir. 
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TRANSFERS AND REIMBURSEMENTS 


Mr. Presron. How much money do you have reimbursed and trans- 
ferred to you and estimated ? 

Mr. Fisner. About $5 million. 

Mr. Preston. For 1957? 

Mr. Fisuer. Yes, sir. 

Mr. Preston. The personnel figures in your justifications involved 
also include the people on the pay roll for that $5 million ? 

Mr. Fisurr. No. sir; not in this justification. This is only the direct 
employment against the appropriation, as such. 

Mr. Preston. How much do you expect to be transferred or reim- 
bursed for 1958 ? 

Mr. Fisuer. It would be approximately the same. Our vessel- 
operation revolving fund reimbursement is pretty well stabilized at 
about 130 positions; the reimbursement from our ship-construction 
program will be going up in some areas; it will probably be going 
down in some others. That should stay reasonably level, but ‘there 
may be some increase there. 

Mr. Preston. That $5 million is sort of “gravy” that you can play 
around with, and sweeten up here and there, is it not? 

Mr. Fisuer. No. It does not really help us, because we are entitled 
to the reimbursement only if we actually obligate the funds for the 
particular purpose for which the reimbursement is made. In the re- 
serve fleet, for example, in the grain program, we receive reimburse- 
ment from the Department of Agriculture for out-of-pocket costs that 
we incur for grain storage. 

We can only get that reimbursement and can only employ the per- 
sonnel to the extent that we actually devote staff time to that activity. 

Mr. Presron. Does the General Accounting Office see to that ? 

Mr. Fisuirr. Yes, sir. They are continually reviewing our activi- 
ties, with particular reference to our reimbursables, 

Mr. Presion. I do not think that rule that you just stated holds 
good throughout the Gevernment. 

Mr. Fisuer. I believe it does, sir. 

Mr. Preston. I do not believe it is carried out throughout the Gov- 
ernment. There are three things that there could be a distinetion be- 
tween. On reimbursements I suppose that is correct, but transfers is 
a different situation, is it not? 

Mr. Fisuer. Not generally; not so far as the General Accounting 
Office is concerned. 

Mr. Presron. Do you have some transfers ? 

Mr. Frsurr. No, sir. 

Mr. Preston. On a working capital fund, it would be a different 
situation. 

Mr. Fisuer. That might be a different situation. 

Mr. Preston. Are there any further questions on this item? 

If not, we will adjourn until 1 :30. 


AFTERNOON SESSION 


Mr. Preston. The committee will come to order. 
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LANGUAGE CHANGE FOR REPRESENTATION ALLOWANCE 


Before moving to the next item, it is noted that there is some lan- 
guage on page 71. There is new language which reads “not to exceed 
$2,500 for representation allowances.” 

Now, which one of you gentlemen wishes to speak to this language 
change / 

Mr. Fisuer. I think that I can speak to that, Mr. Chairman. 

In this 1958 budget, as you know, for the first time we are carrying 
foreign maritime representatives in our own budget. Previous to that 
time these representatives have been on the payrolls of the State De- 
partment. It is reflected here as a comparative transfer. These rep- 
resentatives perform the duties of collecting operating data from 
foreign ship operators, shipowners, et cetera, to provide for us a basis 
for cale ulating the subsidy rates, the differentials between foreign costs 
and American costs. 

In order to collect that data it is necessary for these foreign repre- 
sentatives on frequent occasions to entertain with a dinner or a luncheon 
the officials of foreign steamship lines. 

They now receive a salary of about $9,000, and we think they should 
not be required to pick up the tab of those expenses which are really 
part of their official duties. They should not have to pick up the tab 
out of their own personal funds. We have, therefore, proposed that 
ach will receive approximately $500 per year to cover expenses of 
that nature. 

Mr. Morse. I think that adequately covers the situation. We feel 
itis anominal cost. It is very important in the overall picture we get 
this information, not only from the foreign steamship lines, but also 
the Government personnel. We honestly feel it is required, and it is 
a desirable sum to be made available to our own foreign representa- 
tives. 

The State Department personnel get an allowance of a similar char- 
acter, so Lam informed. 

Mr. Preston. Has the State Department been giving them any 
allowance when they were carried on their payrolls ? 

Mr. Fisner. Yes, they have been giving them an allowance. 

Mr. Preston. How much ? 

Mr. Fister. I have not been able to find out how much. The present 
procedure in the State Department is to allocate a given amount to a 
chief of mission and specifically how much is received by these people 
I have not been able to establish, but they tell me it is at least this 
amount. 

Mr. Preston. I would be inclined to believe it would be much less 
than $500 a year, judging by the complaints that the State Depart- 
ment put up about their representation fund. 

Mr. Fisrer. I understand the chiefs of missions almost without ex- 
ception do not have adequate representation funds. How it is broken 
down to these particular people they were not able to tell me 
specifically. 

Mr. Preston. Would not the information be available through 
agencies of the various governments instead of having to get the in- 
formation direct from the shipping interests ? 
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Mr. Morsg. Some of it is, and some of it isnot. Wages, for example, 
in many of the countries would be available. In some countries it 
would not be available. 

Mr. Preston. It would be available through labor unions. 

Mr. Morse. That is the purpose we want this money for. It is not 
just a matter of going and saying, “I am a representative of the United 
States Government,” and they give you everything they have avail- 
able. It isa matter of becoming acquainted with the people and being 
on a friendly basis with them. 

Mr. Preston. I am sure if the chief of missions requested the infor- 
mation from the government to which he was assigned the informa- 
tion would be forthcoming. This might be a quicker way of getting 
it, but we have the problem of deciding whether we will give every- 
body abroad a representation allowance. If you give it to one the 
other one wants it. 

Mr. Morsr. Our experience with the English is they are inclined 
to be very reluctant in letting us have this sort of information. The 
shipowners over there are very much opposed to it. So it is difficult 
to get any of this material. When I was over in London in January 
we had a meeting with representatives of two of the big British ship- 
owners associations only for the purpose of letting our representative 
over there meet these people so that he would know them on a social 
basis and not merely on a business basis, with the hope that would be 
of assistance in getting this material. 

Mr. Preston. If it is as important as we think it is, it is important 
enough for our minister, our chargé d’affaires, or the Ambassador to 
call on the counterpart of our Secretary of Commerce and say, “We 
would appreciate having this information.” 

Mr. Morse. The difficulty is the Government does not have all the 
information. They would have a part of it, but they do not have all 
of it. 

Mr. Snueutry. Is this on the gathering of figures on the operating 
subsidies? 

Mr. Morse. Yes. 

Maritrme TRAINING 


Program and financing 





| 1956 actual | 1957 estimate | 1958 estimate 


Program by activities: as : 
1. Cadet-midshipmen training.-..............------ ---| $2, 145, 626 


$2, 164, 300 $2, 547, 600 
2. Training liaison office 35, 406 


35, 700 | 37, 400 


2, 200, 000 Bl 2, 585, 000 


Total obligations._____- eta ua 2 181, 032 | 
Financing: Unobligated balance no longer available __- 3, 968 


| 
| 


Appropriation ; . 2, 185, 000 | 2, 200, 000 | 2, 585 i, “000 
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Obligations by objects 


| 1956 actual | 1957 estimate | 1958 estimate 
| } 


' 
Total number of permanent positions i «kame 309 | 301 267 
Full-time equivalent of all other positions 2 | l 1 
; : - - 
Average number of all employees. -- | 300 | 265 265 


Number of employees at end of year -- | 298 | 251 267 


Average salary and grades: | 
General schedule grades: 





Average salary $4, 545 | $4, 620 $4, 716 
Average grade__. . | GS-+4.9 Gs-5.0 GS-5.3 

01 Personal services: | | 
Permanent positions. $1, 161, 343 $1, 104, 300 $1, 134, 900 
Positions other than permanent 10, 550 4, 800 1, 800 
Regular pay above 52-week base - - 587 | | 600 
Payment above basic rates__. ‘i ---| 374, 474 | 342, 400 348, 600 
Total personal services 1, 546, 954 1, 451, 500 1, 488, 900 
02 Travel 14,140 | 18, 500 18, 500 
03 Transportation of things. -- ‘ | 1,613 } 2, 400 | 2, 400 
04 Communication services ; 13, 218 | 14, 690 | 14, 600 
05 Rents and utility services 30, 452 | 31, 700 | 31, 700 
06 Printing and reproduction___- 409 | 500 | 500 
07 Other contractual services 73, 126 $15, 400 578, 700 
Services performed by other agencies 28, 761 35, 000 | 35, 000 
08 Supplies and materials | 455, 190 | 228, 500 | 331, 000 
09 Equipment 16, 060 | 1, 800 | 2, 400 

11 Grants, subsidies, and contributions | 
Contribution to retirement fund ae 71, 200 

13 Refunds, awards, and indemnities-_ | 300 
15 ‘Taxes and assessments... | ROY 100 100 
Total obligations.......--.-.-- Kensie aad ia 2, 181, 032 | 2, 200, 000 | 2, 585, 000 


Budget authorizations, expenditures and balances 


| 
1956 actual | 1957 estimate) 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


| 
| 
! 
| 


Appropriation. -- - $2, 185, 000 $2, 200, 000 $2, 585, 000 
Obligated balance brought forward.... 198, 357 | 187, 774 | 202, 774 
Total budget authorizations available_.._._.- | 2, 383, 357 2, 387, 774 2, 787, 774 
EXPENDITURES AND BALANCES | | 
| } 
~ 3% | | 
Expenditures— | | 
Out of current authorizations_. as ‘ 1, 993, 276 | 2, 000, 000 2, 300, 000 
Out of prior authorizations... 194, 401 | 185, 000 198. 900 
Total expenditures i 2, 187, 677 2, 185, 000 2, 498, 000 
Balance no longer available: } 
Unobligated (expiring for obligation) ..- 3, 968 
Other. = 3, 938 |_.- = 
Obligated balance carried forward ; 187, 774 202, 774 289, 774 
Total expenditures and balances. . 2, 383, 357 2, 387, 774 2, 787, 774 


Mr. Preston. Are there any further questions on this item? If 
not, the next item is “Maritime training,” down at page 74 of the com- 
mittee print and page 839 of the justifications. We will insert pages 
839 and 840 of the justifications in the record at this point. 

(The pages referred to are as follows:) 





Appropriation, 1957 (regular bill) 
Deduct 
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MARITIME TRAINING 


Summary of requirements 


Nonrecurring major repairs, Kings Point, N. Y 


Elimination of academ 
Total 


Base for 1958 
Net cifference, 1958 over 1957 


By activity 


Training liaison office 


Gross requirements 


y-operated mess, 


Dea 


Kings Point, 


Requirements 


j 
1947 1058 
adjusted | estimate 


| 
jet-midshipmen training, Kings Point, N. Y -| $2, 105, 000 | $2, 547, 600 
35, 700 


37, 400 
| 2, 140, 700 2, 585, 000 
' 


Total estimate of appropriation, 1958 


S2, Jt ), OoO0 
$33, 000 
25, 400 


—~ 59, 300 


2, 140, 700 


Difference, 
increase 

or de- 
crease (—) 


$442, 00 
+1, 700 


+444, 300 +444, 400 


2, 585, 000 
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Mr. Presron. There is an increase of $313,800 in this item, exclud- 
ing the retirement contribution. In 1957 you converted your food 
service to a contract basis. How much of a saving did you make in 
that? That is at Kings Point, is it not? 















FOOD-SERVICE CONTRACT 

Mr. Fisuer. Yes. In 1957 the savings were very little because we 
had to pay terminal-leave costs for some fifty-odd people that were 
separated. We estimate that this new system of feeding will save us 
approximately $40,000 annually. 

Mr. Preston. Will that be reflected in the next year’s budget ? 

Mr. Fisuer. Yes. That reduced requirement is re flected in this 
budget. 

Mr. Preston. That is right. About how much did you reduce per- 
sonnel cost? Can you give that right off without looking it up? 

Mr. Fisner. Our reduction would be i in the neighbor hood of $90,000. 

Mr. Preston. And your new contract is for what ? 

Mr. Fisuer. The new contract would be about $379,000, but there 
are additional savings in the object class 08, under which we previously 
purchased the provisions, in the amount of about $233,000. 

Mr. Preston. You are going to have trouble saving $40,000. 

Mr. Fisuer. I believe that I understated our personal- -service sav- 
ings. That would be 50 jobs at closer to $200,000 annually. 

Mr. Preston. And the food-cost saving, $233,000 ? 

Mr. Fisuer. Yes. 

Mr. Preston. If that is true, you will save more than $40,000, will 
you not? 

Mr. Fisuer. May I insert the exact figures for the record ? 

Mr. Preston. Yes. 

(The figures requested follow :) 


















The following calculation shows estimated annual savings resulting from con- 
version to a contractual basis for feeding cadets, based on the 1957 average 
attendance of 650 cadets. 


Elimination of commissary personnel___--~----------------- a aciasaas _ $179, 800 
PRR CAOR CE DOGG PUTCO GOR nh ei ein nemo namnnncnemadel 239, 100 





I ke ica pebtanialiidmntiet ms eeianarnniaineteatiedtte 418, 900 
Annual cost of food-service contract._..._---___.______ Se ee 879, 200 








Net savings 39. TOO 











ADDITIONAL CADETS 





Mr. Preston. How many additional cadets are proposed for 1958? 

Mr. Fisuer. We are proposing the same level of cadet intake and 
the same level of graduation. There will be a slight increase in the 
average attendance. I believe the increase is about 25 cadets, on the 
average. 

Mr. Morse. That increase will continue for another 2 years until 
we pick up to where we will be on a basis of about 200 graduating 
each year. Thereafter, it will level off. 

Mr. Preston. How many do you have presently enrolled ? 

Mr. Morsr. -674, I believe, is the number. 

Mr. Preston. And in 1958 you will have about 700? 
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Mr. Fisumr. I think that our average estimate for 1957 is 650 and 
in 1958 it will be 675. 
REPAIR OF FACILITIES 


Mr. Presron. What does this increase of $313,000 involve? 

Mr. Morse. About $137,000 of it is for repairs to the facilites, the 
buildings and grounds. We have for the past several years held our 

requirements for the repairs to buildings at considerably below what 
we actually needed to keep those buildings in good repair. We are 
trying, on a long-range basis over a period of several years, to bring 
the buildings up, and this estimate provides for the ‘completion of 
several immediate items of repair that are required and for a start 
on several others which can carry out the plan over a period of 2 or : 
years. 

Mr. Preston. Judging by this list of repairs on page 847, the place 
must be in a deplorable condition. 

Mr. Morse. You must appreciate that until the last session of Con- 
gress the operation was on a year-by-year basis for many of the items 
of repair were deferred from year-to-year because we did not know 
whether it would be on a permanent basis or abandoned. So we are 
beginning now to pick up the items that have been deferred over a 
number of years. 

Mr. Preston. I recall that you mentioned that in your general 
statement. 

Mr. Morse. Yes. 

Mr. Presron. It must be in pretty bad shape. 

Mr. Morse. It is a big installation up there, you will appreciate. 

Mr. Nierson. I think that it might be well to mention at least one 
specific item with respect to maintenance. We inspected a number 
of these projects and in one of the buildings which is presently un- 
occupied, the plaster is just coming off the walls. The thing we are 
concerned about is that if we do not fix this building soon it will get 
to the point where it is going to cost us some real money to put it in 
repair. 

Mr. Rooney. I might say that I was with Mr. Nielson at Kings 
Point some 6 months ago and I observed a number of instances in 
which buildings were not being properly maintained. They were 
sadly in need of repair. 

Mr. Preston. I am glad to have that observation from one of the 
members of the committee who has been there and visited the site. 

Mr. Tnomas. You have three times as much floor space as you need 
there now. What are you going to do with it? The enrollment is 
about one-third of what it normally was. 

Mr. Morse. We do not contemplate increasing the enrollment at 
the present time. We think gradu: iting 200 a year will be reasonable 
for our needs when you take into consideration the graduates from the 
State schools. 

Mr. Tuomas. You have more plant and equipment there than you 
need with an enrollment of 650 or 700. 

Mr. Morse. That is true. 

Mr. Tuomas. What are you going to do with the spare space? The 
upkeep and maintenance are going to be pretty expensive if you do 
not use it. 


89841—57—_—-30 
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Mr. Morse. If we could find some other way of using it we would 
doso. We have not been successful so far. 

Mr. Preston. I have examined the other items making up this in- 
crease as shown by the justifications, and I do not believe any further 
interrogation is necessary. Are there any questions on this item? 

1957 OBLIGATIONS FOR MARITIME TRAINING 

You might give us the information on how many positions you 
have filled and what your 1957 obligations are to date. You may in- 
sert that in the record when it comes to you, Mr. Fisher. 

Mr. Fisner. Yes. 

(The information referred to is as follows :) 

As of December 31, 1956, employment and obligations for the appropriation 
“Maritime training” were as follows: 


ian 


Obligations : 
Personal services 
All other objects_-_ 
Total obligations 


$750, 676 
352, 771 


1, 103, 447 


Strate Marine ScHOOLS 


ore m and _m neing 


1956 actual 1957 estimate 1958 estimate 


Progtam by activities: 


1. Grants for State marine schools 
2. Uniforms, textbooks, and subsistence of cadets_- 
3. Maintenance and rapair of vessels 


"260, 74 
145, 523 
Total obligations 559, 122 
Financing: 

Unobligated balance no longer available 100, 878 


Appropriation. - 660, 000 


Obligations by objects 


1956 actual 


$145, 523 
$13, 599 


Other contractual services 
Grants, subsidies, and contributions. 
559, 122 


Total. 


$190, 000 
320, 200 
149, 800 


HH), 000 


660, 000 


1957 estimate 


$149, 800 
510, 200 


660, 000 


$190, 000 
320, 200 
149, 800 


660, 000 


660, 000 


1958 estimate 


$149, 800 
510, 200 


660, 000 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


RUDGET AUTHORIZATIONS AVAILAPLE 


Appropriation. . $660, 000 $660, 000 $660, 000 
Obligated balance brought forw: ard. 125, 952 | 58, 928 103, 928 
Total budget authorizations availabk . | 785, 952 718, 928 | 763, 928 


EXPENDITURES AND RALANCES 


Expenditures | 
Out of current authorizations 500, 193 | 560, 000 | 560, 000 


} 


| 
| 
| 
Out of prior authorizations | 105, 653 55, 000 | 98, 000 
a add oa 
Total expenditures 605, 846 | 615,000 | 658, 000 
Balance no longer available: j 
Unobligated (expiring for obligation 100, 878 | 
Other 20, 300 
Obligated balance carried forward. 58, 928 103, 928 105, 928 
| ~ —_—— 
Total expenditures and balances | 785, 952 | 718, 928 763, 928 
| 


Mr. Preston. The next item is the “State marine schools,” appear- 
ing on page 76 of the committee print and page 852 of the justifications. 

We will insert page 552 of the justifications in the record at this 
point. 

(The page referred to is as follows:) 


Srate MARINE ScuHoo.s 
Summary of requirements 


\ppropriation, 1957 $660, 000 
Net difference, 1958 over 1957: 


Requirements Difference, 
_ increase (+ 
By activity or de- 
1957 15S crease 
adjusted estimate 
Grants for State marine schools $190, 000 $190, 000 
Uniforms, textbooks, and subsistence of cadet- 
midshipmen 320, 200 320, 200 
Maintenance and repair of vessels 149, 800 149, 800 
Gross requirements 660, 000 660, 000 
Total estimate of appropriation, 1958 660, 000 


Mr. Preston. This is the same request as for the present fiscal year 
for this item, Is there any particular thing abeut this item that you 
want to call to the committee's attention ? 

Mr. Morse. No. I think this is just a routine request, the same as 
the last several years. 


OBLIGATIONS, 1956 AND 1957 


Mr. Preston. Will you insert in the record how much you obligated 
in the fiscal year 1956 and how much you will obligate 3 in the fiseal 
vear 1957? 

Mr. Morse. Yes. 

(The information follows :) 
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State marine schools 


Obligations in fiscal year 1956: 
a Pt ea doe ae Se a te er ee $100,000 
Per capita grants 58, 225 
Uniforms, textbooks, and subsistence___.__.__.-_-__--__-_-_-_- 260, 374 
Maintenance and repair of vessels_..........._.._........_.__.___ 145, 523 


Estimated obligations in fiscal year 1957: Based on present enrollment of 
both in-State and out-of-State cadets, total obligations in fiscal 1957 are now 
estimated to be $630,000. 


PERCENTAGE OF FEDERAL CONTRIBUTIONS TO TOTAL EXPENSE 


Mr. Preston. What is the percentage of the total fund spent at these 
schools for the Federal Government’ Can you give us that informa- 
tion readily ? 

Mr. Morse. While Mr. Fisher is looking up that figure I might men- 
tion that the expense of maintaining these vessels is running about 
$35,000 a year at the present time. We anticipate that next year we 
will probably have to increase that request perhaps $50,000 a year be- 
cause of the increased repair and maintenance costs. We are not ask- 
ing for it this year. 

Mr. Fisuer. In response to your previous question, the total gross 
operating revenues of States for the fiscal year 1956 as reported is 
$2,498,000, on which the Federal contribution is $562,000, or slightly 
more than 22 percent. 


UNOBLIGATED BALANCE FISCAL 1956 


Mr. Preston. What about your obligations in 1956? Did you have 
$100,000 unobligated ? 

Mr. FisHer. Approximately. 

Mr. Preston. What is the cause for that? 

Mr. Fisuer. There are two items in this estimate that are subject to 
the filling of quotas by the States. The payment of per capita grants 
and the payment of subsistence and uniform allowances. The reason 
that we had a substantial unobligated balance in 1956 was because two 
of the States in particular did not reach their quota of out-of-State 

cadets. California had only 1, and they were entitled to some 10 fo 12. 
We had, under the limitation, $22,500 for each State for the per c apita 
grants and spent only about $1,800 for California. The same ratio 
applied to the allowances for uniforms i subsistence. To the extent 
the States do not fill their quotas we have unobligated balances 

Mr. Preston. Are they filled in 1957? 

Mr. Fisuer. No; they are not filled in 1957. They have done better 
than they did in 1956, but they are not filled completely. They assure 
us they will have enough out-of-State students to fill their quotas 
in 1958, but we have no way of verifying that. 

Mr. Preston. You do not know whether they will do that in 1958 
or not. It is just a question of what their hopes are ? 

Mr. Fisner. That is essentially true. 

Mr. Preston. If the money is not expended it reverts to the Treas- 
ury ¢ 

Mr. Fisuer. That is right. 
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War Surperinc ADMINISTRATION LIQUIDATION 


Budget authorizations, expenditures and balances 


| 1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


brs: 


Obligated balance brought forward_...................._.___- $11, 593,281 | $6,583,451 $2, 110, 359 
Increase in prior year obligations..........._- icin Lededcnecinaiabe aad | 16,643,872 |....... pilomaias Li spadditoecpaciecea 
Total budget authorizations available...................| 28, 237,153 | 6, 583, 451 2, 110, 359 
EXPENDITURES AND BALANCES | 
| 
Total expenditures (out of prior authorizations) _...........-- | 21,653, 702 4,473,092 | 1, 642, 688 
Obligated balance carried forward_.......................-..- 6, 583, 451 2, 110, 359 | 467, 671 


6, 583, 451 | 2, 110, 359 


span aetna Aetiats ation | 28, 237, 153 


Mr. Preston. The next item is the “War Shipping Administration 
liquidation,” appearing on page 80 of the committee print and page 856 
of the justifications. 

We will insert pages 856 and 857 of the justifications in the record 
at this point. 

( The pages referred to are as follows :) 


Wark SHIPPING ADMINISTRATION LIQUIDATION 


The following tabulation, reflecting the remaining claims outstanding against 
the appropriation to the Secretary of the Treasury in the Second Supplemental 
Appropriation Act, 1948, indicates anticipated settlements during the fiseal year 
i958 aggregating $1,642,688 and settlement of the balance of $467,671 during 
the fiscal year 1959, exclusive, however, of seamen’s disability benefit payments 
which are of a continuing nature. 

In view of the difficulty involved in arriving at an accurate forecast of the 
rate of settlement of those claims pending in the courts, it is requested that the 
unexpended balance in the fund be continued available during the fiscal year 
1958, as was done for the fiscal year 1957, without placing a limitation on the 
amount which may be expended during the year. Such proposed provision 
would enable the General Accounting Office to approve for payment within the 
year any legitimate claims which may arise in addition to those presently in- 
cluded in the tabulation, or any claims now tentatively scheduled for settlement 
subsequent to June 30, 1958, which it may prove possible to expedite and liquidate 
prior to that date. 
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Inventory of claims pending settlement under the ‘‘Appropriation for liquidation of 
obligations” against the former War Shipping Administration, as at June 30, 1956 




















j | Esti- Anticipated settlement 
; Num- Amount mated | (fiscal year) 
ber of | claimed settle- 
| claims | ment 
value | 1957 1958 195Y 


In litigation: 
United States district courts: | 
Marine hull 


Ly 
1) 







. 775, 000 | $550, 800 | $300, 800 — $250, 000 






















| 
War risk hull { 057 | 278,249 23,249 | 255,000 
Crew war risk | 3 55, 252 12, 575 2, 575 10, 000 
Just compensation 7 2, 764, 157 |1, 549, 594 |1, 049, 504 500, 000 
Charter and related 2 117, 500 4, 650 | 4, 650 
Collision 4 306, 029 67,500 | 67, 500 
Seamen . 4 229, 492 165, 742 101, 250 64, 492 
Cargo | 12 60, 150 27,475 | 27,475 
Miscellaneous 4 37, 722 26, 036 26, 036 
Total, United States district | | 
courts 46} 6,760,359 |2, 682, 621 |1, 608,129 |1, 079, 492 


United States Court of Claims: | 
Just compensation , 324, 212 |1, 076, 101 |1, 076, 101 
Breach of charter agreement 123, 794 | 123,794 123, 794 


i) 


= & 


Total, United States Court of 
Claims 3 


to 


| 
| 
| 

oe 

. 448, 006 |1, 199, 895 |1, 199, 895 
Not in litigation: | 
| 
| 

























Just compensation 8 | 335, 624 | 335, 624 
Marine and war risk hull | 16 | 241, 666 | 120, 833 60, 417 $60, 416 
Marine protection and indemnity 41 790, 686 | 395,343 197, 672 197, 671 
Crew war risk 4 ; 6, 551 | 300 1, 667 4, 584 
Crew, Public Law 449, 78th Cong (‘) 585, 000 585, 000 | 185, 000 195,000 | 205, 000 
Security watch hire 47 | 20, 633 | 20,633 | 20, 633 
Foreign governments, vessel opera- | | 
tions : 54 | 572, 205 437,593 | 329,153 108, 440 
Agency compensation and commis- | 
sions | l 540, 000 40, 000 | 40, 000 
Miscellaneous | 4 243, 582 242.182 | 243, 182 
Total, unlitigated _. 175 | 5,905,573 |2, 700, 935 |1, 670, 068 563,196 | 467, 471 
Total, claims 224 | 15, 113, 938 |6, 583, 451 |4, 473, 092 |1, 642, 688 467, 671 


' There are approximately 95 seamen of record under this category who are entitled to disability compens: > 
tion as long as they live and are unable to work at gainful employment due to injuries sust 1ined as a result ol 
enemy action in World War II. Since benefit payments are made on a monthly basis in each of these cas 
it is impracticable, for the purpose of this schedule, to state the number of claims on a comparable level with 
other items. 


Mr. Preston. This language is necessary to remain in the bill to 
liquidate this matter, is that right, Mr. Morse ? 

Mr. Morse. Yes. 

Mr. Preston. You hope to have it done by the end of fiscal year 
1959 with the exception of the seamen’s disability payments? 

Mr. Morse. That is correct. except for approximately 95 seamen 
who are more or less on a continuing basis. Mr. Fisher reminds ine 
that. some of the cases are still in litigation and to the extent those 
cases are not concluded we would not be able to close it out by 1959. 





RECAPTURE OF FUND 
Mr. Preston. How much money do you have on hand in this fund? 
Mr. Fisuer. Approximately $70 million. 
Mr. Preston. What is your estimate of how much of that will be 
needed to liquidate it ? 

Mr. Fisner. We think that $4 million to $5 million of that is all 
we are ever going to need. 
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Mr. Preston. Why can we not recapture $50 million of this with 
some appropriate language ? 

Mr. Fisurr. I believe it can be recaptured. 

Mr. Morse. It could be done. 

Mr. Preston. What sum would you suggest we try to recapture, 
Mr. Morse ? 

Mr. Morse. I think $50 million or $60 million would be permissible 
or acceptable. $60 millon, I think, should be a ceiling, though. We 
think that. we can live within the balance. Iam being a little optimistic 
here because you appreciate after looking at page 857 we show $15 
million claimed and we have a lesser settlement value indicated. We 
truly believe we can settle for that $6,500,000 for those claims. 

Mr. Preston. How many people do you have in this area ? 

Mr. Fisuer. I think there are only 1 or 2 people devoting time to 
this at the present time. Most of these claims are in litigation and 
have been in litigation for a long time, and there is not much work 
being done on them on our part at the present time. 

Mr. Morsr. It is done predominantly by people in our legal staff, 
who have been living with these problems for a number of years. 

Mr. Fisner. It is principally a matter of waiting for court settle- 
ments so we can pay the claims, or refuse to pay them as the case may 
be. 

Mr. Tuomas. T want to point out you ean pick up another $15 mil- 
lion or $20 million in the vessel revolving fund. 

Mr. Preston. We have not come to that vet. Is there any question 
un this item ? 

Mr. Nretson. Off the record. 


(Discussion off the record. ) 
VESSEL OPERATIONS REVOLVING FuNpD 


Mr. Preston. We will now turn to page 82 of the committee print. 
The language on that page deals with the revolving fund. What is 
the status of the revolving fund now? How much money do we have 
in it? 

Mr. Morsr. It is pretty well obligated to the full amount. I am 
pleased to report to Mr. Thomas we have reimbursed the Treasury 
the $20 million that we had in there at one time. 

Mr. Titomas. You have a little surplus in there now. 

Mr. Morsr. No, sir. 

Mr. Trromas. How much? 

Mr. Morse. TI think that the figures you have are not as current as 
ours. Under our breakout of ships. at the end of 1 year’s operation 
we will be down to zero. 

Mr. Toomas. You better not break them out then. You better leave 
them in cold storage. 

Mr. Morse. If we can break out these ships the funds will be down 
to zero, but by the end of 1 vear’s operation we will be reimbursed for 
all but $900,000 of the fund, and by the termination of the charter we 
will be many, many millions ahead. 

Mr. Troomas. You are making losses here. 

Mr. Morse. We are making gains. 

Mr. Troaas. Tn several of your operations it is costing you more 
to break them out than we will get from the charter hire. 
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Mr. Morss. Yes; in some instances. 

Mr. Tuomas. Why break them out then ? 

Mr. Morsr. That is one purpose of the reserve fleet-—to move the 
cargoes of the United States in case of need. 

Mr. Tuomas, But it was not set up to move coal or the ECA prod- 
ucts. I mean the giveaway program. 

Mr. Morse. I have a different opinion on that score. 

Mr. Tuomas. Neither one of them was in existence when your law 
Was passed. 

Mr. Morse. But in all events-—— 

Mr. THomas. Did you have the ECA giveaway program in exist- 
ence when this revolving fund was set up ? 

Mr. Morse. No, sir. But in all events we will be ahead of the game. 

Mr. Tuomas. Did you have the coal-shipping program when this 
revolving fund was set up ? 

Mr. Morse. In all events, we will be ahead of the game on this deal 
rather than being in a loss position. F urthermore, we get the ships 
put in good condition, good operating condition. 

Mr. THomas. What is the status of your fund today, or as of any 
recent date? 

Mr. Morse. We will have to supply that for the record. 

(The information referred to is as follows :) 


Vessel operations revolving fund status, Feb. 28, 1957 


IR IN a ee re a caine ergs avgbioocateciecoreitnia etna RENEE PR AEE Ae $16, 887, 718 
Accounts receivable 4, 668, 442 


Total 21, 556, 160 
Unliquidated obligations._......_......--- a a ca lea 18, 599, 130 


Balance available for obligation 2, 957, 030 
UNOBLIGATED BALANCE 


Mr. Morse. As of June 30 we anticipate we will have $7,758,000 
cash balance and we will have unobligated only $5,903,000 of that. 

Mr. Preston. Looking at your statement on page 84 it seems that 
you will have an unobligated balance brought forward into 1958 of 
$24 million, and you expect to have total amounts becoming available 
of $25 million, making a total of $50 million-plus. 

Programwise you indicate that you expect to obligate $16 million 
against a revenue of $25 million. That would indicate that you would 
have a surplus in the fund of about $9 million, would it not? 

Mr. Fisuer. Since the schedule was made up there have been more 
ships broken out than we originally anticipated. Our present estimate 
would be that we would have an unobligated balance of about $6 
million at the end of 1957 as opposed to the $24 million shown in this 
schedule. 

Mr. Morse. Our position today is that the obligations against the 
availability is of such a character we are now requiring the charterers 
to pay the breakout. We do not have enough available free funds in 
this account to take care of these financial requirements ourselves, so 
we do not have, and will not have in the near future any free funds 
over and above our requirements. 
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Mr. Preston. Although you expect to have $6 million unobligated 
in the 1957 fiscal year. 

Mr. Fisner. That is true. 

Mr. Preston. How does that add up? If you have $6 million un- 
obligated, it looks like you are carrying a rather comfortable surplus 
to break ships out if necessary. 

Mr. Morse. We have to have funds available to break out MSTS 
ships as required, and to opel rate those. 

Mr. Preston. You are cari ‘ying 25 on a standby basis and in a state 
of readiness for the MSTS, are you not? 

Mr. Morsr. Yes. Some of those also are being operated during this 
period when they are not required by the MSTS, so we are getting 
revenues from them. 

Mr. Preston. How many do you have on a standby basis now ready 
to go? 

Mr. Morse. Twenty-five is my recollection. 

Mr. Preston. You would not be needing to break out any MSTS 
ships as long as you have 25 on a standby basis ? 

Mr. Morse. I think their requirements are in excess of that for the 
Arctic operations. There would be some expenses even for those 
vessels. 

Mr. Preston. Why do you not come and tell us, Mr. Morse, you 
want to have a little cushion in the fund, that you do not want to get 
too — ? 

Mr. Morse. Why, of course. 

Mr. Preston. Why did vou not tell me so instead of making me say 
it for you. 

Mr. Morss. These ships are costing between $200,000 and $250,000 
apiece to break out. That would be 4 for $1 million. That would be 
24 ships, which is just a peanut item. Twenty-four ships is just a 
peanut item if there is a bid demand for ships. That would be the 
maximum that we break out under this program, if we had only that 
$6 million. 

Mr. Preston. With regard to the ships you just spoke about break- 
ing out that would cost $250,000 apiece, what would be the income on 
the charter hire of those ships for 1 year? 


CHARTER HIRE RATES 


Mr. Morse. On Liberty ships it is $127,000 a year, for A P-2 Victorys 
it is $185,000 and for AP-3 Victorys it is $209,600. Where we pay the 
breakout and the lay-up expenses we require the charterer to take the 
Libertys for 2 years and the charterer of a Victory ship for 18 to 20 
months. In other words, for a sufficient number of months so that we 
will be repaid in full exclusive of the 50 percent recapture that we are 
neyo? to receive. 

Mr. Tuomas. That is pretty cheap charter hire at that. How long 
would it take to pay the ship out on an amortization of $4 million ? 
What is the replacement of the ship today ? 

Mr. Morse. The replacement value of the ship would be in the neigh- 
borhood of $3 million. 

Mr. Tuomas. You could not build one for $3 million, could you? 

Mr. Morse. A 10-knot Liberty would be $3 million to $3,500,000, in 
that area. 
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Mr. Tuomas. At that figure, and on the basis of $156,000 a year for 
charter hire, how long would it take to amortize a ship—25 years / 

Mr. Morse. No. The charter rate is set at 15 percent of the Ships 
Sales Act price, plus 314 percent interest. 

Mr, Tuomas. Statutory ¢ 

Mr. Morse. Statutory sales price. 

Mr. THomas. How old is that statute now / 

Mr. Mors. Eleven years. 

Mr. Tuomas. The cost of construction has gone up 25 (0 3314 percent 
and maybe 50 percent. 

Mr. Morse. That is right. 

Mr. Tuomas. So they are getting a pretty cheap deal, are they not ? 
They cannot afford to build ships as long as they get canter hire at 
that price. 

Mr. Morse. We charge the going market value when we pay the 
breakout and the lay-up expenses. When they pay the breakout and 
lay-up expenses it is 15 percent on the statutory sales price. 

Mr. Tuomas. It adds up to pretty cheap charter hire. As long as 
they can get that kind of deal they cannot atford to build any new ships. 

Mr. Morsr. It adds up so high that the berth line operators are tak- 
ing very few of these ships because it is a losing proposition to them. 

Mr. Tuomas. What ships are they getting then / 

Mr. Morse. They are either chartering them privately or not carry- 
ing the cargoes. 

Mr. Tuomas. You think 100 will be broken out this year so evidently 
there is a little difference of opinion in the trade. 

Mr. Morse. There are ships being broken out mainly for the bulk 
cargoes where the rates are freely competitive and are not conference 
rates, so that they fluctuate more than the conference rates do. The 
tramp rates are at a higher level than the liner rates are today. 

Mr. Tuomas. You say the tramp rates are higher than the con- 
ference rates ¢ 

Mr. Morse. Yes. 


RETURN OF FUNDS TO TREASURY 


Mr. Preston. Now, Mr. Morse, if you have some extra money in 
1958 I take it that you would prefer to turn it back to the Treasury 
rather than have us rescind it, or recapture it from the revolving fund. 

Mr. Morse. We would not want either. We need a substantial fund 
in there so that we can have flexibility of operation if the need arises 

Mr. Preston. You will return additional moneys to the Treasury 
when the fund gets larger ? 

Mr. Morse. We have already returned $20 million within the last 
couple of years. = 

Mr. Preston. That is why we think we can take some away from 
vou, but we do not want to put you in a straightjacket. You would 
rather voluntarily do it? 

Mr. Morse. Certainly, if I can fix the amount. We will be reason- 
able about this thing. Mr. Chairman. 

Mr. Preston. If there are no further questions on this item we will 
proceed. 
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SHIP CONSTRUCTION IN FOREIGN YARDS 


Mr. Frioop. I am not clear about this category. I want to know 
whether or not the Japanese are the No. 1 nation in the construction of 
merchant shipping now. 

Mr. Morse. They are at the present time. 

Mr. Fioop. Why ? 

Mr. Morse. Because they can build more cheaply and more rapidly 
than any other country. 

Mr. Froop. Who are they selling their ships to—anybody that wants 
them ? 

Mr. Morse. Japanese as well as all over the world. 

Mr. see Do we have any public records of American shipping 
companies, or American interests of any sort that would buy ships 
from ea yards? Do you in your shop have any such listing? 

Mr. Morse. We know of all the American companies that have con- 
tracts for ships being built, not only in Japan but also in England, 
Holland and elsewhere. 

Mr. Suetiey. Is it not a fact that an American firm has gone over 
and gotten financial control of some yards in Japan and is building 
ships over there ¢ 

Mr. Morsr. And has had for 10 years. 

Mr. Suetiey. And presently they are building some supertankers 
and oil carriers for use in the general trade ? 

Mr. Morse. 85,000 tons in size. 

Mr. Frioop. Is that peculiar to just this one company, or is it general ? 

Mr. Morse. Many of the major oil companies, because of various 
reasons—operating costs being one and soft currency another and the 
requirements of some foreign countries that a certain percentage of 
their imports be in their own flag, are building vessels in these various 
countries, 

Mr. Fioop. Do we have any control by law or regulation from your 
department which restricts the construction of ships with our money 
into our yards ? 

Mr. Morse. No, sir. 

Mr. Firoop. Should we have ? 

Mr. Morse. In my opinion, no. 

Mr. Froop. Why ? 

Mr. Morse. We do not restrain American capital from going out in 
the world for other purposes, so why should we do it for shipbuilding ? 

Mr, Froop. That begs the question. T asked vou about ships. 

Mr. Morse. In my opinion, we should not. 

Mr. Froop. Why? 

Mr. Morse. Offhand, I do not think of any specific reason except 
that it strikes me as being improper to impose a restriction of that 
sort, 

Mr. Froop. If you think the question is worthy of any further an- 
swer, please put the answer in the record. 

Mr. Morse. I will endeavor to enlarge upon my answer. 

(The information referred to is as follows :) 


The investment of American capital in foreign shipbuilding facilities or in the 
construction of ships in foreign shipyards does not affect funds appropriated for 
ship construction or ship operating subsidies. Ships built in foreign yards are 
not eligible for either type of subsidy. 
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It is my view that since such action does not involve Federal funds there is no 
more reason to restrict American investment abroad in shipping activities than 
there is to restrict investment in other types of industry. Our requirement that 
ships be built in American yards to be eligible for any type of subsidy aid ap- 
pears to be an adequate restriction to assure the existence of an American mer- 
chant fleet. 

Mr. Froop. Do you people ever examine, or is it within your juris- 
diction to examine the advisability of constructing merchant ships out 
of anything other than steel or wood? What about any new opera- 
tion, for instance what the Navy is doing? Is that a good deal? Do 
you know what the Navy is doing, or have you heard ? 

Mr. Morse. I do not know what they are doing. We have one ap- 
plicant that is discussing with us the possibility of building a ship 
entirely of aluminum. 

Mr. Froop. That is what I have in mind. 

Mr. Morsr. Wooden ships, I would think, would be impractical. 


USE OF ALUMINUM IN SHIP CONSTRUCTION 


Mr. Froop. I do not mean wood. I mean other than wood or steel. 
How far have they gone with aluminum ? 

Mr. Morse. They have had serious discussions with the America 
Bureau of Ships. They have had the ship designed by naval are Ai. 
tects and they are just about in a position to file an application with 
us to participate in the cost and construction subsidy. I think that it 
would be a good investment on our part to have one of these ships built 
to see if it would be feasible. 

Mr. Froop. Is the same program envisioning the advisability of 
constructing hulls out of steel and the decks out of aluminum / 

Mr. Morse. The steamship U/nited States is substantially that type 
of construction. 

Mr. Froop. I know that. I mean for the ordinary merchant ship. 

Mr. Morse. I do not know of any other applicant that is proposing 
that. There would be a substantial savings in the weight on the deck 
structures, of course. Whether that is of sufficient advantage to offset 
the additional cost is a matter that will have to be worked out. But 
this particular applicant that I mentioned feels that it would be 
justified. 

RECAPTURE CLAUSE AS TO CHARTER PARTIES 


Mr. Fioop. Do all of your charter parties contain the recapture 
clauses permitting this Government to stop them en route and turn 
them around and bring them to these shores or take them wherever 
we wish in case of the outbreak of hostilities ? 

Mr. Morse. Yes. We have two recapture clauses. One is an im- 
mediate recapture in the event of an outbreak of hostilities, or an 
emergency, and the other is a standard 15-day cancellation clause in 
our charters. 

Mr. Froop. Are there any requests for, and if so, what have you 
done, these old coal burners that we have in mothballs? Does any- 
one ask for those? Is anyone interested ? 

Mr. Morse. None of the American applicants, and they are the 
only ones we can charter the vessels to. I understand that there may 
be a proposal submitted to the Congress this year to authorize the sale 
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of those to a foreign buyer. I think that there is a German applicant 
that is interested in buying those. 

Mr. Fioop. Any reconversions ? 

Mr. Morse. Also the Indian Government wants to get some of those 
coal-burning Liberties. 

Mr. FLoop. But that would be an outright sale ? 

Mr. Morse. An outright sale, yes. 

Mr. Fioop. We would not be stuck, so to speak, for any reconver- 
sion costs in case we did. That would be quite an expensive opera- 
tion, the reconversion of those old crates to any other fuel. 

Mr. Morse. It would cost in the neighborhood of $250,000 per vessel, 
and I am just guessing. I am pretty sure that is not on the low side. 

Mr. Fioop. That is not impractical ? 

Mr. Morse. It can be done. 

Mr. Froop. That is all. 

Mr. Suetiey. On that point may I ask a question? With regard 
to the ships that have been transferred foreign, what provision is there 
in the contract or transfer authorization for return to the American 
flag, or our jurisdiction, in the event of an emergency / 

Mr. Fioop. Is that on sales, Mr. Shelley ? 

Mr. Morse. Your question is directed to the sale of ships from the 
reserve fleet ' ? 

Mr. Suetiey. Yes. First, please explain what occurs in the case of 
an outright sale foreign of a vessel from the reserve fleet and then 
where you have authorized transfer from United States to a foreign 
flag. 

CONDITIONS OF TRANSFERS TO FOREIGN FLAG 


Mr. Morse. As I recall, there is no condition with regard to the sale 
of a vessel by statute from the reserve fleet that the vessel be made 
available to the United States Government in the event of an 
emergency. 

With respect to approvals for transfer to foreign fla gs or privately 
owned vessels, we insist and include in such transfer 3 or 4 basic condi- 
tions. One is that the vessel be made available to the United States 
Government in the event of a national emergency or war on the same 
terms and conditions that it would be available to us if it were owned 
privately under an American flag. 

Secondly, that they do not trade with any of the Communist areas. 

Thirdly, that there be no change in ownership, or flag, without the 
prior approval of the Mar itime Administration. Also, that the 
foreign-owning corporation be American controlled—at least 51 per- 
cent American owner ship. 

Mr. SHetiey. What position are you in with regard to followup on 
those requirements ? 

Mr. Morse. We can police it by getting reports through naval in- 
telligence and our own security office, and as far as enforcing it is con- 
cerned, we have 51 percent American control. We can enforce it 
through the American shareholders. We can require forfeiture of the 
vessel in the event that it ever comes within our jurisdiction if they 
violate our conditions. 

Mr. Suetiey. Suppose that a vessel does not come within your 
jurisdiction? Then would there be any possible way for you to get 
the vessel ? 
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Mr. Morsr. I do not know why we could not libel it in a foreion 
port. I donot know enough about international law to know whether 
such a libel would be valid in a foreign area. I believe that it would. 

Mr. Tuomas. You had that problem with your Chinese ships all 
over the world. 

Mr. Morse. I believe that such a libel would be valid. 

Mr. Suettey. Do you wish to say for the record that of the ships 
that have been transferred to the Panamanian and the Liberian and 
the Honduran flag, and other flags, whose approval of transfer by 
the Maritime contained the provision that they not trade with any 
Communist country, or Communist-controlled country, that none of 
those ships are, or have been, engaged in any such activity ? 

Mr. Morse. I think that I can say without qualification none of 
them have been or are now engaging, in any such trade since the time 
of transfer was effected. We get regular reports from the Navy De- 
partment on vessels trading to and from Communist areas, so we are 
able to doublecheck. We review these reports all the time. 


USE OF ALAMEDA TRAINING SITE 


Mr. Suettey. Completely apart from ship operations, but on your 
general property holdings, what do you intend to do with the old 
training station at the city of Alameda? 

Mr. Morse. Requests have been made to us by the State of California 
to permit that training station to be converted into a junior college. 
We have indicated that our views are favorable to that request on the 
condition that the training station be made available to the Govern- 


ment in the event of war or a national emergency. 

Mr. Suetitey. What sort of an arrangement will it be? Will it be 
a sale to the State of California, or just a lease to them / 

Mr. Morse. It will be a permit to the State. 

Mr. Suetiey. A permit to them to use it at their own expense with 
a proviso for return to United States control in event of an emer- 
gency ? 
~ Mr. Morsr. Yes. It would be at their risk and no risk to the Gov- 
ernment. 

Mr. Sueitry. Would there be any rental charge to them for the 
property, or would they simply use it? 

Mr. Morse. We have not negotiated it to that point, but my idea 
would be we could charge them nothing for the use of the property. 

Mr. Suexxey. For several years it has been sitting there. It is one 
of the most valuable pieces of property in a very ideal area. It can 
and should have some use made of it, either by another Government 
department or someone else. eae 

Admiral Forp. It was offered to the Department of Defense about 
a year ago as a Reserve training station and for some reason or the 
other they decided not to use it. Now the State is interested, Al- 
though we would not get rental for it, the property would be restored 
to an operating condition. re 

Mr. Suetiry. They would maintain and keep it? 

Mr. Morse. Congressman Miller has been very active on that in the 
past couple of months, and I think it will come toa head within a rel- 


atively short time. 





477 
INLAND WATERWAYS CORPORATION 
WITNESS 


OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Administrative expenses 


1956 actual | 1957 estimate | 1958 estimate 





Program by activities: 


Administration (total obligations) i a $11, 328 $13, 500 | $4, 500 
Financing: 

Unobligated balance no longer available spec sassapiatite ie 2, 672 Te bs cnc thinatmeaheas 

Limitation Kile Re meas soeewue 14, 000 | 14, 000 | 4, 500 


Administrative expenses by objects 


1956 actual | 1957 estimate | 1958 estimate 








04 Communication services. --- ste tlle aka te ‘ $50 | $50 
06 Printing and reproduction - -- eeree as $28 75 | 50 
07 Other contractual services : tsi ve 500 900 900 
Services performed by other agencies 2 - a 10, 800 12, 475 3, 500 

Total administrative expenses se sii jaca 11, 328 13, 500 4, 500 


Program and financing 


| 
1956 actual | 1957 estimate | 1958 estimate 


PROGRAM BY ACTIVITIES 
} | 
| 


Liquidation of carrier program: | 
Administrative expense. ‘ a $11, 328 | $13, 500 $4, 500 
Delayed carrier expense (net) - - .| 4, 520 2 
Other expense * . 893 5, 000 5, 000 
W riteoff of receivables 490 
Total program costs . 17, 231 18, 500 | 9, 500 
Relation of costs to obligations: Costs financed from obliga- | 
tions of other years, net (—)-_--- —3, 883 | we 
Total program (obligations) __- 13, 348 18, 500 | 9, 500 
= = — = == 
FINANCING 
Amounts becoming available: | 
Collection of loans 414, 267 415, 000 | 406, OOO 
Interest on loans 305, 850 290, 850 | 275, 850 
Other income 2, 069 
Cancellation of prior year obligations (liabilities) ._. 96, 240 100, 000 100, 000 
Total amounts becoming available ; 818, 426 805, 850 | 781, 850 
Unobligated balances brought forward 3, 253, 991 4, 059, 069 | 4, 846, 419 
Total amounts available : 4, 072, 417 4, 864, 919 | 5, 628, 269 
Unobligated balance carried forward —4, 059, 069 —4, 846, 419 — 5, 618, 769 


Financing applied to program 13, 348 18, 500 


9, 500 
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Condensed statement of income and expense and financial condition 


1956 actual 





, 919 
, 231 


2 688 
Analysis of deficit: 
Deficit, beginning of year (—) 


| —15, 838, 484 | 
Adjustment of prior year net income 


96, 240 | 
Deficit, end of year (—) | —15, 451, 556 
Assets: 

Cash with Treasury and in banks. 

Cash on hand and in transit ee 

Loans outstanding ; a5 


3, 973, 033 | 
705, 850 

787, 703 | 
2, 466, 586 | 
619, 814 


Total assets 
Liabilities: Current_. 
Investment of U. 8. Government: 
Capital stock 
Donated surplus 
Deficit (—) 


, 000, 000 | 
298, 328 | 


| 
451, 556 


1 
12, 
—15, 


772 | 


Total investment of U. 8. Government_-- ll, 846, 


Budget authorizations and receipts, 


| 1956 actual 





BUDGET AUTHORIZATIONS AVAILABLE 
Receipts from operations: Collections of loans, interest, and 
other income ieee elit oer oe 
Balance brought forward: 
U eee ag! (ci ish) 
Obligated: Cash with Treasury 


$818, 426 
onsen nen 3, 253, 991 | 
and in banks 17, 729 


Total budget authorizations and receipts available 4, 090, 146 


EXPENDITURES AND BALANCES 
Gross budget expenditures: 


Expenses. . 
Increase in selected w orking capite al 


17, 231 

99, 882 

Total gross budget expenditures 117, 113 

Balance carried forward: 
Unobligated __ 
Obligated 


4, 059, 069 
—86, 036 | 


Total expenditures and balances_ 4,090, 146 | 
BUDGET EXPENDITURES 


117, 113 | 
818, 426 


Gross budget expenditures _. 
Receipts from operations 


Net budget expenditures (out of balances of the fund) —701, 313 


Status of certain fund balances 


1955 


| 
actual 
| 


| 1956 
| actual 


Unexpended balance: Cash with Treasury and in banks-_| $3, 271, 720 | 


Net obligations outstanding: 
INNA gs ee cd 
Cash in transit (—) 


738, 579 | 
onl —720, 850 | 
B |. 


Net obligations outstanding 17, 


729 | 


Unobligated portion of certain fund balances-----..--.- 
| | 


619, 814 | 
—705, 850 —690, 850 


—86, 036 


1957 estimate | 


$290, 850 
18, 500 


272, 350 
—15, 451, 556 
100, 000 | 


—15, 079, 206 | 


4, 572, 897 
690, 850 
7, 372, 703 


12, 636, 450 
417, 328 


15, 000, 000 | 
12, 298, 328 | 
—15, 079, 206 | 


12, 219, 122 | 


expenditures and balances 


1957 estimate 


#805, 850 


4, 059, 069 
—86, 036 


4, 778, 883 | 


18, 500 
187, 486 


205, 986 
4, 846, 419 | 
— 273, 522 


205, 986 


805, 850 | 


— 599, 864 | 


1957 
estimate 


$3, 973, 033 | $4, 572, 897 


417 


| 


273, 52 


| 3, 253, 991 | 4,050,069 | 4, 846, 419 


4, 778, 883 | 


, 328 


22 


1958 estimate 


$275, 850 
9, 500 


266, 350 


, 079, 206 
100, 000 


712, 856 

5, 160, 247 
675, 850 

, 966, 703 


, 802, 800 
217, 328 


15, 000, 000 
12, 298, 328 
—14, 712, 856 


12, 585, 472 


1958 estimate 


9, 500 
185, 000 
194, 500 


5, 618, 769 
—458, 52° 


5, 354, 747 


500 
850 


194, 
781, 


— 587, 350 


1958 
estimate 


$5, 160, 247 


—675, 850 


—458, 522 


5, 618, 769 


| 
| 
| 
a 
| 217, 328 
| 
| 
| 
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Mr. Preston. The next item is very brief, the “Inland Waterways 
Corporation,” found on page 93 of the committee print and page. 900 
of the justifications. 

Why is it necessary to continue this item, Mr. Nielson? Can ‘it 
not be absorbed within the Secretary’s Office ? 

Mr. Nieison. To answer your question directly, you will notice that 
last year we had $14,000 in this item. We have reduced it to $4,500, 
and are actually absorbing the difference in this amount within the 

Secretary’s Office. However, there is another item which we have 
to work with the General Accounting Office on,,and reimburse them for 
certain audits that are made. That item, must be taken care of under 
this particular fund. We had last year for reimbursement to the 
Office of the Secretary about $3,100 for legal services. That we haye 
eliminated. We are absorbing that. For accounting and auditing 
services about $3,100. We are eliminating that item. Also, there is 
a clerical item of about $2,665, which we ‘have eliminated, ‘There is 
a small item here of travel by internal auditors that should remain. 
We have to make certain inspections. That item will remain, and 
then there is the audit by the General Accounting Office for $2,500 
which will be required under tlie Corporation Control Act: 

Mr. Preston. Could not this all be done under the Secretary’s Office 
instead of having it carried as a separate item? 

Mr. Nrerson. Mr. Chairman, the Corporation is a legal entity which 
operates under the direction of a Governor who is also the Secretary 
of Commerce. Departmental funds may not be legally expended. for 
any of the items Sadueied other than travel. Since this travel is 
solely for Corporation purposes we feel it should be in the Inland 
Waterways Corporation budget. 

Mr. Preston. We are down to the point where it will soon be liq- 
uidated entirely. How much more do we have to go on it / 

Mr. Suetiey. I remember last year someone saying that last year 
would be the last year. 

Mr. Nretson. I do not recall that we testified to that. 

Mr. SuHettey. That is my recollection. 

Mr. Nretson. Our mortgage runs until July 1, 1964, and our review 
authority until 1973. However, Mr. Chairman, I feel we could liqui- 
date after the 1964 settlement. In the interim I believe our budget 
requests will continue to reduce since the cost of GAO audit will be- 
come less and less each year 

Mr. Presron. I think what you are afraid of is that if you absorb 
this within the Secretary’s Office you will lose control of some of this 
money. 

Mr. Nirzson. No. As far as the amount is concerned, it is a very 
small amount, and if there is some legal way that we aia assume 
these expenses within General Administration, we would be happy 
to do so. 

Mr. Preston. Look into it and see if you can do it next time. 

Mr. Nietson. I will be glad to do it. 

Mr. Preston. Put into the record when this thing will be finally 
liquidated. 


89841—57——-31 
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Mr. Nretson. Yes. 

(Final liquidation date is December 31, 1964.) 

Mr. Preston. We understand that the payments are current and 
that it is in good shape. That winds up the hearing on the Maritime 
Administration. 

We thank you gentlemen very much. 


Monpay, Marcn 18, 1957. 


WEATHER BUREAU 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
F. W. REICHELDERFER, CHIEF, WEATHER BUREAU 

D. M LITTLE, DEPUTY CHIEF 

T. P. GLEITER, SPECIAL ASSISTANT TO CHIEF OF BUREAU 

R. C. GRUBB, ASSISTANT CHIEF FOR ADMINISTRATION 

GLEN L. BOWIE, ASSISTANT BUDGET OFFICER 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The next item that we will consider is the Weather 
Bureau, found on page 132 of the committee print and page 1200 of 
the justifications. 

We will insert pages 1203 and 1204 of the justifications in the record 
at this point. 

(The pages referred to are as follows :) 
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GENERAL STATEMENT 


Mr. Preston. Dr. Reichelderfer, do you have a general statement 
to make to the committee at this point ‘ 

Dr. Rercnetperrrr, I have some brief remarks that serve as back- 
ground information to the items, and I will give them very briefly, 
if I may. 

Mr. Preston. We will be glad to hear from you. 

Dr. Rercuevperrer. The electronic weather computer and the storm- 
detection radars authorized by Congress during the past 2 years in 
the program of modernization of We: ather Bureau equipment are likely 
to be recorded in meteorological history as the beginnings of a new 
era in weather reporting and forecasting services. There have been 
other important developments in we: ther sc ience, but these two hold 
the greatest immediate promise for advances in weather-forecasting 
services. These new tools for obtaining and processing weather data 
remove some of the obstacles and limitations that have stood in the 
way of meteorological progress. 

The computer ‘for weather prediction by numerical process has in 
particular opened the way for studies of large scale causes and effects 
in weather and climate. In a sense, it is a “wind tunnel” for testing 
ideas and possibilities in weather changes—a tool heretofore lacking 
in meteorology. A brief glance at the vital role the wind tunnel has 
played in aeronautical developments would indicate the possibilities 
of such a tool in studying the weather. It should be of inestimable 
importance in ¢: alculating the consequences of major changes in the 
atmosphere, such as the effects of long continued industrial pollution, 
or of debris from super-bombs, or proposals for artificial methods of 
control of weather and climate. 

Tt has been estimated that if it were possible to predict weather for 
all important parts of the world as far in advance as ocean tides are 
now predicted and with similar accuracy, the information would be 
worth billions of dollars a year to commerce, aviation, agriculture, 
and other economic interests and would save most of the lives and 
much of the property now lost in storms. Prediction of tides is pos- 
sible because comprehensive observations of their behavior were avail- 
able for study many years ago, and the various causes have long ago 
been reduced to mathematical equations that can be solved by a me- 
chanical computer. Meteorology has now reached the stage where 
weather observations over the hemisphere give enough data to de- 
termine many of the “causes” of weather, and the electronic computer 
provides the means for processing the data. Although upper-air data 
by radiosondes or better methods are still inadequate to give the com- 
shia picture, and although not all of the factors have yet been reduced 
to form for mathematical treatment, real progress is being made to- 
ward solution of these problems. The factors in weather are more 
numerous and much more complex than those involved in ocean tides. 
For illustration, there is an almost infinite number of different and 
ever-changing combinations of the weather elements in the air over 
the United States each day. The electronic computer goes through 
80 million operations (additions, subtractions, etc.) to analyze and 
predict the atmospheric patterns for one 36-hour period. But, despite 
the complexities and the present “unknowns,” the new tools just men- 
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tioned now provide an approach to analysis and computation of what 
the atmosphere will do, and thus pave the way to improvements in the 
accuracy and time range of weather forecasts. 

Turning to our estimates, it is pertinent that the increase in air 
traffic, the use of speedier planes at higher and higher altitudes, the 
development of long-range missiles, and the problems of radioactive 
fallout from bombs are among recent developments that have brought 
new significance to meteorological knowledge and new requirements 
for data of conditions at higher altitudes and over greater distances. 
In the estimates for fiscal year 1958, the Weather Bureau has proposed 
facilities and staff to take care of the most urgent of these new applica- 
tions of meteorological information. We have brought a few photo- 
graphs and sketches that picture the main features of these items, and 
if the committee so desires I will proceed with the items and the illus- 
trations that refer to them. 

Mr. Preston. Are there any questions, gentlemen, on the statement 
by Dr. Reichelderfer, before we go into the specific items? 


SALARIES AND EXPENSES 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
Sy ME RES DER UINOG.. candcccionsandcnnedaccsucssocs $30, 809,149 | $31, 282, 300 $34, 599, 400 
2. Research 1, 595, 640 2, 344, 700 2, 804, 500 
3. Administration 1, 688, 643 1, 773, 000 1, 896, 100 





Total obligations 34, 093, 432 5, 400, 39, 300, 000 
Financing: Unobligated balance no longer available 56, 568 


Appropriation 34, 150, 000 35, 400, 000 
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Obligations by objects 












































oF 1956 actual | 1957 estimate | 1958 estimate 
WEATHER BUREAU san 
Total number of permanent positions_-.-......-..--- sd ser] 4, 587 4. 601 4, 843 
Full-time equivalent of all other positions_- cae 184 214 238 
Average number of all employees----.......---- 4, 261 4, 470 4, 674 
Number of employees at end of year_...-.-.- -~ 6, 410 6, 648 6, 914 
Average salaries and grades: ee 2 ee ; 
General schedule grades: 
PE hls oc cutiatitid aeteyeccosdpubunesuss $5, 134 $5, 319 $5, 381 
7 WEI ac cnkcbeccn cs Gadencudsendcocsseesneds GS-7 7 7.0 GS8-7.1 GS-7.2 
01 Personal services: | ; -  garsi ‘ 
Permanent positions------ ‘ -.--------| $21,414,713 | $23,369,000 $24, 592, 820 
Positions other than permanent... eee eae cated 334, 043 385, 000 410, 455 
Regular pay above 52-week base-___.......----- Soi 58, 831 a 65, 300 
Payment above basic rates____-_- ; eaanidaamtasm ii 1, 809, 542 1, 779, 000 1, 853, 325 
ORNs SER OPW iii oe cnn dnademdseesetek 23, 617, 129 25, 533, 000 26, 921, 900 
02 Travel. Sia ciation sis Sisal atts eerie tae aa 670, 661 639, 920 765, 220 
03 Transportation of things.______- eine ees 805, 669 784, 810 886, 500 
04 Communication services__.....-- Sued wienuntega saceais 1, 944, 946 2, 185, 575 2, 317, 870 
Ne BI oe oo ois nk tno tua a cmcebodsuadseou 668, 031 839, 735 1, 221, 210 
06 Printing and reproduction _---- ; 5 } 111, 679 130, 900 125, 750 
07 Other contractual services_ -_- é ; "| 1, 160, 665 829, 220 | 895, 475 
Services performed by other agencies di aie 75, 457 96, 000 60, 000 
08 Supplies and materials ._.---- ape 3, 863, 465 3, 803, 050 4, 178, 870 
09 ew pee y senaiidh aia tia Os cated dbitnnicutah tudes wickuidllidie 1, 088, 809 549, 290 502, 400 
10 Wands and structures__- sibetaae 23, 936 POGOe Nao cnticnnanan 
11 Grants, subsidies, and contributions ‘*Contribution to re- 
I Cn eaemaenianresin (ltt th cdnspndi ee ie i pein” 1, 442, 505 
13 Refunds, awards, and indemnities. ._- wis SEAS 11, 864 12, 000 | 5, 300 
Be. Re Gere Ria ooo So onic dccccdtnwccwpuiaeduuss 21, 291 25, 000 25, 000 
oe Reale Sh babu ciakel 34, 063, 602 "35, 448, 000. 39, 348, 000 
Deduct charges for quarters and subsistence....___- abies 46, 837 48, 000 48, 000 
ce ee ee ee aaa 34, 016, 765. _ 35, 400, 000° 39, 300, 000 
ALLOCATION TO OFFICE OF NAVAL RESEARCH, DEPARTMENT OF ae | 
THE NAVY 
Total number of permanent positions. ...............-------- “F. I oe 
Average number of all employees. -- _---- etiex stcowe ss eeaeees ea 
Number of employees at end of year....---.-- inithis aininsansnietl 0 . css 
01 Personal services.................-.------------------- : vn AI sence <2 aan caeneaner 
RD hI i serene  statiadaletinGdemm miele na a csaupinanegs ieee 
07 Other contractual services. ...........--------- ae 47, 020 pia bined sukiiipeeaenation 
08 Supplies and materials...__._...-- Rds hadce orp mice i Evauiandncardveel anoneiaseabene 
09 Equipment-. clita elie eandiawsnanue parahaie hme oS eee ee 
Total, Office of Naval Research.--__.....---..----------- FG Bic iesesnscec he denceeeee 
Total obligations................-....-------------------] 94,098,432 | 35,400,000 | 39, 300, 000 
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Budget authorizations, expenditures and balances 


| ‘ 
1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 
| 
| 


Appropriation ..-| $34,150,000 | $35, 400, 000 $39, 300, 000 
Obligated balance brought forward_...................... 3, 453, 346 | 4, 214, 710 4, 575, 054 





Total budget authorizations available... ._.__- . 37, 603, 346 | 


39, 614, 710 43, 875, 054 


EXPENDITURES AND BALANCES 


Expenditures— | 
Out of current authorizations pee 30, 005, 262 31, 152, 000 34, 579, 786 
Out of prior authorizations...................--- 3, 291, 7 | 3, 887, 656 4, 235, 214 

Total expenditures..___- Sheuonie 33, 296, 379 35, 039, 656 38, 815, 000 

Balance no longer available: 

Unobligated (expiring for oe). ee 56, 568 |__- 
ides Metab uihabstdida wea 35, 689 |_- 

Obligated balance carried Puen. occeucse é 4, 214, 710 4, 575, 054 5, 060, 054 








Total expenditures and balances__................-..---| 37,603,346 | 39,614, 710 “43, 875, 054 





We will first take up the request for salaries and expenses which is 
to be found on page 132 of the committee print and page 1205 of the 
justifications. 

We will insert pages 1206 and 1205 of the justifications into the 
record at this point. 

(The pages referred to follow:) 


SALARIES AND EXPENSES 


Summary of requirements 


Appropriation, 1957 (regular bill) Soins veri So RPA ... $35, 400, 000 
Deduct: Leases transferred to GSA. er 27, 000 

Base for 1958... __- schtick tate aco ct puke -.-.---- 85,373,000 
Net difference, 1958 over 1957: 





Requirements | Difference, 
ee _ imerease (+) 
or de- 
1957 1958 crease (—) 
adjusted estimate 


vated seeienentins gn nen 18 = 


General weather services $31, 255, 300 |$34, 599,400 |+$3, 344, 100 
Research...--- -| 2,344,700 | 2,804, 500 +459, 800 
Administration 1 773, 000 i 896, 100 +123, 100 


Gross requirements < 35, 373, 000 | 39, 300, 000 | 48, 927, 000 3, 927, 000 


Total estimate of appropriation, 1958 
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Mr. Preston. This request shows a net increase above the retire- 
ment fund contribution of $2,457,495. 

Doctor, last year the committee gave the Weather Bureau, perhaps, 
its largest increase in its history. 

Dr. RetcHELDERFER. Yes, sir. 


GENERAL WEATHER SERVICES 


Mr. Preston. We would like to hear you now justify the 257 addi- 
tional positions that you propose for 1958 under “General weather 
services.” 

Incidentally, this is found on page 1207 of the justifications. 

Dr. RetcHevperrer. The increase is distributed more or less among 
all of the items with the largest increase for technicians and others 
necessary to operate the radars and the other new facilities that Con- 
gress authorized in the modernization program during the last 2 
years. 

This equipment, composed of radar and other items, is difficult and 
complex and it takes special technicians to maintain it. 


ADDITIONAL PERSONNEL FOR SAFETY OF AIRCRAFT IN FLIGHT 


Going down the list item by item, we have an increase of 57 positions 
for the safety of aircraft in flight. 

Mr. Preston. Excuse me, sir. Where is this found in the justifica- 
tions? 

Dr. RetcHe.perrer. On page 1209. Referring to the items for ease 
of reference, we had these summarized under the “Aviation weather 
service.” 

The first item is for safety of aircraft and in-flight warnings. There 
are 57 new employees requested for that item under the aviation 
weather services. This project is described in numbered paragraph 1 
on page 1209 of the justifications. 


WEATHER INFORMATION FOR PILOTS IN FLIGHT 


Mr. Preston. Are these positions related to new facilities that were 
authorized or appropriated for last year, or are they additional people 
to do something that is already being done? 

Dr. RetcHevperrer. These are additional positions to handle the 
up-to-the-minute reports and advices on storms for broadcast of that 
information to the pilot in flight. The problem is shown on the poster 
which we have over there. 

At the present time information is given to the pilot about weather 
en route in a briefing before departure. There is no systematic and 
comprehensive means for keeping him informed of the development of 
serious or severe storms that develop in areas classed as doubtful dur- 
ing his briefing. 

The latest information of severe thunderstorms, squalls, icing, tor- 
nadoes, and so forth will be broadcast through a CAA facility so that 
the pilot will know at all times just what he faces ahead. Now, this 
becomes more and more important with increases in traffic when there 
is very little maneuvering room. That is one factor. 
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The second factor is that with emphasis on speed and getting planes 
through to avoid stackups at terminal airports, it is important that 
they not miss any chance to go through a storm area if it is not too 
serous. 

The most severe storm developments cannot be localized and foretold 
hours in advance, Pilots have to be kept informed as they go along as 
to how serious conditions are developing, particularly with reference 
to severe storms like tornadoes that last just a short time. 

Mr. Preston. You say you are not doing that at the present time? 
You are not giving the pilots inflight warnings ? = le 

Dr. REICHELDERFER. The y are not getting this information in flight; 
no, sir. 

Mr. Preston. You have a weather station at every major airport; do 
you not? 

Dr. ReicHeLpERFER. We do. 

Mr. Preston. And there is close liaison between the weather people 
and the CAA tower? 

Dr. RetcHELDERFER. Yes, sir. 

Mr. Preston. And also your traffic control centers? 

Dr. REIcHELDERFER. Yes, sir. 

Mr. Preston. Now, what is the reason that this information cannot 
be given to the plane in flight by the CAA people? 

Jr. RetcHELDERFER. It is primarily a question of collecting and dis- 
tributing severe storm reports so that the information can be trans- 
mitted to the pilot in time. The service now provided is primarily a 
briefing based upon weather maps before the pilot leaves. There is 
no provision for transmitting information to him after departure on 
the development of tornadoes, for instance, along his flight path some 
distance ahead. 

Mr. Preston. What sort of frequency would this information be 
given on? 

Would it be given on the same frequency that CAA is on? 

Dr. Retcuenperrer. Yes; it would; it would be given by CAA. 

Mr. Preston. This information would be given by the CAA people? 

Dr. REIcHELDERFER. Yes, sir. 

Mr. Preston. That is what I was talking about a moment ago. 

Dr. ReicueLtperrer. However, the Weather Bureau has to chart 
the storm reports and interpolate for intermediate points. The CAA 
is not set up to coordinate the weather information. 

Mr. Preston. Doctor, you have collected information for the CAA 
for years, and furnished it to them; have you not ? 

Dr. ReIcHELDERFER. Yes. 

Mr. Preston. What is new about this that you will need these 57 
positions? Is it that you simply want to add additional people to that 
service, and make it more effective? 

There is nothing new about what you are proposing here; is there? 

Dr. RetcHeLperrer. It is new in that the aircraft do not at present 
receive specific information of new storm developments while they 
are in flight. . 

Mr. Preston. But, you are not going to broadcast it; are you? 

Dr. RetcHELDERFER. We could easily get confused here in the words 
we use. The CAA will broadcast for us, but the weather information 
has to be consolidated so that the CAA can broadcast it. The mete- 





490 


orological service is performed by the Weather Bureau and the com- 
munications service by the CAA. So, there is no duplication. 

Mr. Preston. You are already furnishing them with meteorological 
information ; are you not? 

Dr. Retcrrenorrrer. Not enough. 

Mr. Preston. How will 57 additional people improve that service? 

Dr. Rercretperrer. There will be two people added to each of 19 
flight advisory weather service centers. These centers are already 
manned to do the briefing, and furnish forecasts to other stations for 
briefing purposes. But they are not able to take care of the increased 
number of inflight reports and the consolidation of reports of how 
tornadoes are developing ; or how icing conditions are developing, and 
keep the storm picture up to the minute so that it can be transmitted 
promptly over the CAA channels. 

Mr. Presron. Are not your weather stations interconnected by tele- 
type? 

Dr. Retcuevperrer. They are; yes, sir. 

Mr. Presron. I just do not see anything new about this thing. It 
appears to me that you just want to do more of it, but there is nothing 
new. You bring us a chart here, and to my mind that chart represents 
something that has been going on for vexrs. 

Dr. Reicuevperrer. Mr. Chairman, there never has been a service 
such as that which is requested here where we give to planes in flight 
a continuous picture of the changes in weather conditions. 

Mr. Presron. Let us take this forecast center at Kansas City: 

Who would operate that ? 

Dr. Retcrevperrer. The Weather Bureau. 

Mr. Preston. Where would you transmit your data and to whom 
would you transmit your data from that forecast center? Would you 
transmit it to CAA? 

Dr. Reicuevperrer. It goes through several channels and some of 
the pilots are briefed by coming into our forecast office. 

Mr. Preston. That would be done at an air station / 

Dr. Rercuetperrer. Yes, sir. 

Mr. Preston. You would simply funnel information from there to 
CAA, and CAA would then give it to the pilots before takeoff and in 
flight after they take off, if the information comes through later; is 
that right? 

Dr. Retcueiperrer. They would not do that at the present time. 

Mr. Preston. You mean if CAA learns from you that there is a 
storm in the area approaching Chicago that they do not immediately 
transmit that information to CAA and then CAA alerts all aircraft 
that there is a storm in that area ? 

Dr. Retcnevperrer. Yes, sir, they do, but at the present time we 
are not able to keep track of the development of storms as accurately 
aS desired. 

Mr. Preston. Does this mean you would build a forecast center at 
given places? 

Dr. Rercueiperrer. No, sir. 

Mr. Preston. You already have that type of facility? 

Dr. Reicrecperrer. We would add staff to keep track of the ad- 
ditional in-flight reports and new radar weather reports. 

Mr. Preston. Doe tor, you usually are direct to the point with what 
you come up and ask us to do. But it looks as if you brought a bucket 
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of fog today, which you have pretty well shrouded the table with. 

Dr: ReICHELDERFER. It aay be because I have not used words that 
make it clear: 

Mr. Chairman, this is one of the services that the military depart- 
ments are interested i in, and General Moorman, the commander of the 
Air Weather Service of the Air Force, is here. 

Mr. Presron. Let us get down to the basic proposition : 

What is new about this program that you are proposing? 

Dr. Rercnenperrer, At the present time we give all the information 
we can about storms with present facilities. That information is 
furnished pilots either direct from the Weather Bureau or through 
CAA channels, depending upon the circumstances, but at the present 
time we are not able to keep an up-to-the-minute picture of the con- 
ditions as they change. In other words, a tornado may develop at 
3:10 p.m., and be entirely dissipated by 3:50 p.m. It isa very transi- 
tory thing, and it is this kind of information we want to assemble to 
transmit to the pilot as he approaches the dangerous area. 

Mr. Preston. You are not asking for new devices to detect storms 
in this program: are you / 

Dr. RercneLperrer. Not in this item; no, sir. 

Mr. Preston. You are asking for two people each that you want 
to place around at various forecast stations to handle this sort of in- 
formation ? 

Dr, Rercnrevverrer. To handle the additional service; yes. 

Mr. Preston. You are simply saying that heretofore you have not 
had your forecast stations or centers adequately manned to provide 
adequate information for aircraft ? 

Dr. Rercnevperrer. This is true. 


INCREASE REQUESTED OVER APPROPRIATIONS FOR 1956 AND 1957 


Mr. Preston. Despite the fact that we gave you last year $35.4 mil- 
lion as against we you received in 1956. In 1955 you were getting 
$24 million a year. In 1956 we jumped you to $34 million, and in 19 
we jumped you to $ $35.4 million, which is $11 million above what you 
had in fiscal 1955. Yet you say these stations are not adequately 
manned to provide adequate information to aircraft. 

Dr. RetcHevperrrr. | am sorry, but that is the case, Mr. Chairman. 
Those increases are large, but costs have risen and much of the increase 
is for things other than personnel. Our total staff at the present time 
is less than our total staff a few years ago, and our responsibilities have 
increased enormously in that time. In the meantime, air-traflic volume 
has increased. The importance of accurate and up-to-the-minute in- 
formation about the whereabouts of storms at all times has increased 

very much, and we are just not able at the present time to provide the 
in-flight safety service that civil and military aviation requires. With 
air traffic much heavier, pilots need to have storms pinpointed where- 
as, earlier, a generalized forecast was satisfactory. 


SERVICES FOR INTERNATIONAL FLIGHTS 


Mr. Preston. Let us go down to the next item, now: the one we have 
just discussed is *“* Safety of aircraft in flight,” and the next one is 
“Services for international flights,” and I note you are requesting 28 
new positions. Will you please explain that request, Doctor? 
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Dr. Rercuevperrer. The increased range of aircraft has led to the 
use of new routes. Some aircraft now fly from New York, Chicago, and 
Washington directly across the Atlantic or across the tip of Green- 
land, depending upon their destination. 

On the west coast some of them leave Seattle or San Francisco and 
fly directly across Canada and a portion of the Arctic. Our weather 
maps up to the present time have not provided for weather analysis and 
forecasts for these new areas. There are some 5 or 6 major terminals 
involved, including Chicago and Detroit. We have asked for an 
increase in staff in New York and San Francisco—just a small in- 
crease—so they can draw the maps and prepare the forecast. This in- 
formation—the maps and forecast—will be transmitted by facsimile 
to other points such as Washington, Detroit, Chicago, and from San 
Francisco to Los Angeles, Portland, and Seattle for use by interna- 
tional carriers departing from these points. This calls for a total 
increase of 28 people. 

Mr. Preston. The data is already available, and this is to assemble 
it and prepare the maps? 

Dr. Reicuevperrer. This is to assemble the information and pre- 
pare the maps; yes, sir. 

Mr. Preston. As well as transmit it? 

Dr. Retcuetperrer. Yes, sir; the key to these requests, for in- 
creases, Mr. Chairman, is that our people are overworked now. The 
staff is not able to take care of the volume of reports. In my open- 
ing statement I indicated the many different varieties of weather con- 
ditions we have to deal with each day, and it is a problem of volume 
of material to be digested, analyzed, plotted, and the forecast made 
therefor. 




























WEATHER-OBSERVATION FACILITIES 










Mr. Preston. The next item for the consideration of the committee 
is go request in connection with “Weather observation facilities.” 

note you are requesting 20 positions on the domestic side, and 10 
positions in the trust territories, as well as 15 in commercial jet-air- 
craft operations. 

Dr. ReicneLperrer. This is to provide for weather observations at 
O’Hare International Airport in Chicago, where the traffic overflows 
the present Midway station, and for the Long Beach Municipal Air- 
port, Long Beach, Calif., where the observations are needed. 

In the trust territories this item would enable us to take 2 observa- 
tions per day—2 upper-air soundings per day—instead of one. When 
we took over weather observations in the Southwest Pacific several 
years ago, we tried to get along with 1 sounding per day, but it is 
evident that we cannot keep up with the changing wind conditions, 
and we are unable to detect and track the course of typhoons, with 1 
sounding a day. 

We are unable to give the upper winds for air commerce through 
that region. Another important feature is that the atomic-bomb ex- 
periments are conducted at Eniwetok, and you will recall that there 
was difficulty a year or two ago because the upper winds were not 
known as well as they should have been, and dangerous debris from 
the experiments was carried by the winds to points at sea which it was 
thought would not be affected. So, the upper winds in that area are 
very important. 
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‘Two observations a day are common in most parts of the world in 
well-developed countries. Some now take 4 upper air soundings a 
7 but we are not able to do that throughout the United States yet. 

fr. Preston. Would the high cost of “Other objects” in the amount 
of $153,000 be related to the cost of the use of balloons and other 
devices ? 

Dr. RercHevperrer. It is for balloons and the upper-air sounding 
instruments that we send up; yes, sir. 


WEATHER FACILITIES AT CHICAGO AIRPORTS 


Mr. Preston. You are already making observations at O’Hare, and 
what other places? 

Dr. ReicHeLperFer. The Weather Bureau is not making observa- 
tions at O’Hare, and Long Beach, Calif. This is a new facility. 

Mr. Preston. This will be a new facility ? 

Dr. RetcHevperrer. Yes, sir. 

Mr. Preston. Does it involve construction of facilities ? 

Dr. RetcHELDERFER. Construction; no, sir. Office space will be fur- 
nished and we will provide the equipment. 

Mr. Preston. What is the nearest place to O’Hare where you make 
observations ? 

Dr, RetcuEevperrEr. Midway Airport in Chicago. 

Mr. Preston. And that is how far apart? 

Dr. RetcHevperFer. 15 miles or so. It is not far, but the landing 
conditions of cloudiness and visibility are often different. Planes are 
not allowed to land or take off when visibility and cloud ceilings are 
below certain minimums. 

Mr. Preston. Do you have any weather office at all at O'Hare? 

Dr. RetcHevpErRFER. We do not. 

Mr. Preston. Thus far you have relied on information from Mid- 
way? 

Dr. RetcHetperrer. To a considerable extent; yes, sir. 

Mr. Preston. You have no transmission facilities at O’Hare to re- 
ceive weather data? 

Dr. RetcHetperrer. No; we have no observing facilities at O’Hare. 

Mr. Preston. Do you have any weather facility of any kind or 
character at O'Hare? 

Dr. RercHevperrer. No; the Weather Bureau does not. 

Mr. Preston. When a pilot files a flight plan and seeks meteoro- 
logical data, where does he get it ? 

Dr. Retcue perFer. At the present time they are using observations 
made by a military unit at O'Hare, and at Long Beach ‘also. 

Mr. Preston. That is composed entirely of military personnel ? 

Dr. ReicHeLperrer. It is; yes, sir. 

Mr. Preston. That is trained personnel in meteorological data ? 

Dr. RetcHEevperrer. Yes, sir. 

Mr. Preston. And are they making some observations there? 

Dr. Retcuenperrer. They were originally stationed there to provide 
observations for military purposes. 

Mr. Preston. What was wrong with the data that they have been 
furnishing? 

Dr. Retcuetperrer. Not a thing. 

Mr. Preston. Do they propose to give up making observations? 
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Dr. Reicuevperrer. The understanding is that they would give it 
up. 

Mr. Preston. Is that.a fact, or is that just an assumption ? 

Dr. Rercuevperrer. I believe it is a fact. I know it is a fact at 
Long Beach. I am not sure about it at O'Hare. The change, of 
course, is due to the fact that the civil requirements have now’ out- 
grown the military requirements in both places. I can assure you 
there would not be duplication there. 

Mr. Preston. Well, we would certainly hope not, Doctor. If ade- 
quate weather information is being established there by the military, 
we do not have the sort of money lying around now to install duplicate 
fa¢ilities. 

Dr. Retcuevperrer. And, we would not request this item if we did 
nof understand that it is necessary to provide these weather observa- 
tions for aircraft. 

Mr. Preston. You say you can give your personal assurance that 
there will not be any duplication ? 

Dr. RetcHetperrer. | will; yes, sir. I have been a little hesistant 
because the gentleman who can answer these questions quite directly 
is General Moorman, because these are military weather observers. 

Mr. Preston. Well, let us not have any doubt about it. Let us 
ask the gentleman just what the facts are. 


IMPORTANCE OF WEATHER BUREAU PROGRAM TO THE AIR FORCE 
WITNESS 
BRIG. GEN. THOMAS S. MOORMAN, JR., AWS, USAF 


Dr. RetcHevperFer. Mr. Chairman, this -is General Moorman, the 
commander of the Air Weather Service. 

Mr. Preston. General, please come up to the table, and remove the 
doubt which exists in regard to this matter for us. 

General Moorman. Yes, sir. I should like to insert a statement in 
the record this point. 

Mr. Preston. Without objection, it is so ordered. 

(The statement follows:) 


Unrrep States Arr Force STATEMENT IN CONNECTION WITH THE WEATHER 
Bureau FIscat YEAR 1958 BupGet REQUEST 


1. Although the mission of the United States Weather Bureau is one of serv- 
ice to the public at large, as contrasted to that of the Air Weather Service 
which serves the specialized requirements of the United States Air Force and 
United States Army, many of the functions and programs conducted by the 
Weather Bureau are of vital importance to the Armed Services. The prime 
instance of this is, of course, the taking and reporting of weather observations 
in the Zone of Interior and United States possessions overseas for which the 
Air Force relies almost completely upon the United States Weather Bureau. 
In addition to surface observations, the Bureau has practically completed as- 
sumption of responsibility for operating all those upper-air facilities formerly 
operated by the Air Force in United States territory except for Johnston Island 
and those which are an integral part of military projects. It is important to 
the Air Force that operation of these Weather Bureau facilities be continued 
with at least the same level of reporting frequency and quality as at present. 

2. A number of other programs for which the Weather Bureau is requesting 
funds are of importance to the Air Force: 

(a) The United States Weather Bureau is planning to establish an in- 
flight weather advisory service which will be available to military as well as to 
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civilian aircraft. The Air Force does not now have such a service. The Air 
Force considers that such a service is required and will substantially improve 
safety of flight. 

(b) Studies regarding winds, temperature and other atmospheric phenomena 
affecting operation of jet aircraft at the very high altitudes will add greatly to 
our knowledge of conditions at high altitudes and contribute to more efficient 
operation of military jet aircraft as well as the commercial types. Since the 
Air Force is dependent on the United States Weather Bureau for upper-air 
weather observations, it is also interested in ways to increase the altitudes at 
which observations will be made. 

(c). The Air Force will benefit by the development of techniques and pro- 
cedures in observing and reporting aircraft landing weather conditions. 

(d@) Joint task force operations in the Pacific require an increase in upper- 
air observations at four locations in the trust territory from 1 run to 2 runs 
per day and the establishment of an additional facility at Majuro. These addi- 
tional observations will be highly important to the tests when they are con- 
ducted. 

(e) Responsibility for taking surface observations at O’Hare and Long Beach 
Airports will be assumed by United States Weather Bureau during fiscal year 
1958.. The Air Force is presently making these observations. 

(/) Installation of a high capacity electronic computer at the joint numeri- 
eal weather prediction project has been programed. This will enable the Joint 
Numerical Weather Prediction Unit to meet requirements which are presently 
beyond its capacity and will make available sufficient additional computer time 
to permit computations for prediction of severe storms. The Air Force con- 
siders that this program and the techniques developed by the program offer 
the greatest potential for improvement of forecasting accuracy of anything de- 
veloped during the past 20 years. The Air Force participates in and furnishes 
pert of the funds for this project and utilizes its product. The benefits will 
accrue to the Air Force as well as to the Weather Bureau and the general public. 

3. To summarize, the Weather Bureau program for fiseal year 1958 contem- 
plates a considerable effort toward improvement in observing and forecasting 
weather phenomena. Many deficiencies in weather observing and forecasting 
still exist and the Weather Bureau’s program toward reducing or eliminating 
these deficiencies is extremely practical and will contribute to the national de- 
fense as well as the general welfare of the country. 

Mr. Preston. Proceed, General. 

General Moorman. When the Weather Bureau starts making ob- 
servations at O’Hare, we will cease. Whenever we lose a function like 
that, the people that are required to do that are returned to the Air 
Force. They redistribute them wherever they need them. 

Mr. Presron. In other words, you will not operate any weather sta- 
tion at O'Hare? 

General Moorman. We will operate a forecasting section there. We 
will still have an Air Defense Command fighter unit and we provide 
for them specialized forecasting service. 

Mr. Preston. Will you rely upon the Weather Bureau for your 
data from observations? 

General Moorman. Yes, sir: we dothat. There are 24 such joint-use 
bases now, or joint-use airfields, where the Weather Bureau makes the 
observations. 

Mr. Preston. What is the reason for the military to give up this and 
turn it over to the Weather Bureau? 

General Moorman. I think there are civil requirements for another 
airport in the Washington area—— 

Mr. Preston. I am talking about O’Hare. 

General Moorman. I mean the Chicago area, and even now some 
of the airlines land there because of the traffic at Midway. It started 
out as a military base, and now it has become a joint-use base, and the 
civilian aircraft are now operating there. 


89841—57——-32 
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IN-FLIGHT WEATHER SERVICE 


Mr. Preston. Well, if we might digress just momentarily, since 
you are sitting in the witness chair, what is wrong and what is insuffi- 
cient about the present flight data that you are now getting for pilots 
about bad flying weather and storms and so forth ? 

General Moorman. Basically, when the pilot flies now, he is under 
the control of the CAA. He can receive over the broadcasts now cur- 
rent spot weather—weather that is taking place at an airfield or an 
observation post. Now, he does not get forecasts of severe weather 

Mr. Preston. He can call up any time and ask for it, though; can 
he not? 

General Moorman. Yes, but he cannot always get the forecast as to 
what it will be and frequently this severe weather takes place in be- 
tween stations, and it has not been observed and information about it 
may not be available in the form of a weather report. We have no 
way now of getting to him this forecast of the weather. 

Mr. Preston. Well, let us see. You say here you have no Way of 
getting this information to them, while right now you have the same 
facilities they will be using to transmit this information that Dr. 
Reichelderfer is talking about with reference to these 57 positions. 

General Moorman. Yes, sir. 

Mr. Preston. You have radio communications with that pilot; de 
you not ¢ 

General Moorman. Yes, sir. 

Mr. Preston. It is not exactly true, then, that you do not have 
anything to get this information to him; is it ¢ 

General Moorman. Well, the procedures have not been established 
for that, and the people for doing it. 

In effect, it is not being done now. If I may speak of the military, 
at least, we do not have direct communications with a pilot until he 
comes over the airfield, and then he calls the tower and we can talk 
to him that way. 

When he is in contact with the tower, we can get to him forecasts 
or observations, but when he is in between airfields or on the air- 
way, he is under the contro] of the CAA, and they have the communi- 
cations with him. 

This is a means of getting weather information to the military pilot 
as well as the civil pilot. 

Mr. Preston. Will each CAA installation on the ground have a 
frequency different from the aircraft as it passes over the spot 

General Moorman. He is generally—— 

Mr. Preston. If weather data are channeled through each CAA 
facility from the forecast center that is already in existence, if any 
undue situation developed, it would be proper and appropriate for the 

CAA to advise the pilot when he passed if CAA already had that in- 
entre would it not? 

General Moorman. Yes, sir. 

Mr. Preston. Is it not common practice for pilots as they leave one 
CAA installation and fly to another to make a check with the control 
tower there ¢ 

General Moorman. They call the CAA station and they have to 
check in for their position report and they frequently ask for weather 
observations for that station or the next one. 
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Mr. Preston. And if the storm suddenly appeared some 100 miles 
hence and the information has been already released, the natural thing 
would be to tell him about it; would it not? 

General Moorman. If they knew of it; yes, sir. 

Mr. Preston. So, when this thing is boiled down, it amounts to 
more people for this service which you are already rendering. You 
can call it whatever you want to, but we have dealt with appropriations 
and figures and large budgets long enough to recognize the situation. 

Dr. REICHELDERFER. May Itry to clear it up, sir? 

Mr. Preston. Yes, sir. 


ADDITIONAL WORKLOAD 


Dr. Retcuevperrer. This is not a service that is in being now, and 
it cannot be furnished without means and staff for collecting additional 
reports and tying them together. 

It is somewhat the same as if I were driving from here to New 
York on the Turnpike, and I asked the Triple-A about the road con- 
ditions, and they said “there will be some rain,” but they had no 
information of anything bad. 

However, after I star ted, if a sleet storm came on, at the present time 
there are no facilities, or I would have no facilities 1 in my automobile, 
for getting information about the sleet storm nor is the AAA set up to 
give » that infor mation. 

What we propose to do is to get reports of storms as they develop, 
from planes in flight, from stations, from different sources from which 
they are not cottected now in usable for m, and plot them on charts so 
we know where they are, their interrelations and what they are doing. 

This is the new information which we would propose to get to the 
pilot where he can listen to it continuously. In other words, he does 
not have to call. If there are several pilots interested, they cannot 

call individually because they would jam the circuits. 


FREQUENCY OF WEATHER REPORTING 


Mr. Preston. How often do your weather people now make a fore- 
cast. and furnish weather data? How many minutes apart in that 
report ¢ 

Dr. Retcueiperrer. Every 6 hours. 

Mr. Preston. A pilot can go into a weather office at an airport, and 
if he has bad weather, he is liable to get another report in 15 minutes 
or 20 minutes or 30 minutes, but there is no regularity with which those 
things come in ? 

Dr. Retcnetperrer. These hourly teletype reports are available. 
There is an hourly schedule on the teletype reports from the airport. 
If there is a significant change or if there is a change from stormy to 
fair. or vice versa, a special report is sent in, but the circuits are so 
crowded that sometimes it is delayed. So, we cannot be sure of getting 
another report in 15 or 20 minutes. 

Our trouble is the hundreds of thousands of changes in weather that 
occur over the United States every day. Every cubic mile of air has 
conditions that are significantly different either in winds or tempera 
tures from its neighbor. We simply do not have the machinery at the 
present to keep track of all these significant changes. 
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Mr. Preston. Let us take this forecast center at Kansas City, That 
is used as an example. A plane flying in a dangerous area reports to 
CAA that he is on the edge of a storm. He would not report to the 
Weather Center; would he ? 

Dr. Reicuevperrer. No; he would report to the C.AA. 

Mr. Presvon. Then CAA would, in turn, advise your forecaster / 

Dr. ReicHELperFER. Yes, sir; or he may report to the airline com- 
panies and we would pick it up from them. 

The information through this service we are talking about will be 
put on the air for the benefit of planes coming after the plane from 
which the storm report is made, and he, in effect, is serving as a special 
weather reporter. 


NEED FOR ADDITIONAL PERSONNEL IN VIEW OF INFREQUENCY OF REPORTS 


Mr. Preston. All right, Doctor, if you make a report but once every 
6 hours,.and send it out: to all the CAA stations engaged in weather 
forecasting, and if you make a report on significant weather changes 
but once an hour, why cannot existing personnel get data about.this 
dangerous weather developing when you have that span of time in 
which to do it ¢ 

Dr. Retcnetperrer. The fact of the matter is that the weather per- 
sonnel are not able to receive and plot all of these special reports. 
The trouble, again, is the weather. It changes too fast. Our people 
at these major airports, I think it is safe to say, work harder than their 
colleagues in most any other field. I have particular reference to thie 
meteorologists. 

Mr. Preston. I know you have bought a lot of instruments. and 
‘adars and long-range technical devices and so forth. But what, hap- 
yened to all this expense money we gave you’ ‘This must not have 
h ad such a high priority for it to have been deferred until fiscal 1958 
when you had an $11 nuillion increase since 1956. 

Dr. Reicuevperrer. This becomes important with the increase in 
air travel and the use of jet aircraft, where the timing is so much more 
critical. <A jet aircraft cannot go “upstairs” and wait around for 2 « 

3 hours, as sometimes happens with conventional aircraft when they 
are stacked up over airports awaiting chance to land in thick weather. 

Timing and positive information are critical with higher speed air- 
craft. 

- Mr. Preston. Well, there is no doubt about that, and no one here 
would argue with you about that. 

Dr. ReicHELDERFER. So, this is a new problem. 

Mr. Preston. You mean jets are a new problem. 

Dr. Reicuretprerrer. The weather service for jets is a new problem: 
yes. A little later on in our estimates we will be coming to the weather 
conditions at the terminals for jet aircraft operation. 


OPERATION AND MAINTENANCE OF OBSERVATION FACILITIES 


Mr. Preston. Well, let us take up the next item, “Operation and 
maintenance of observation facilities,” and see if all these things have 
the same complexion. 

In the “Maintenance of electronic equipment” you have 105 
positions. 
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Dr. Rercurtperrer. This refers to the radar and end-of-the-run- 
way equipment and other equipment that needs the attention of tech- 
nicrans that are well qualified like expert TV and radio repairmen. 

The photograph shows the insides of a radar, or part of the insides 
of a radar. It is a mass of tubes, wires, capacitors and resistors, and 
so on. We will need people to keep this equipment in operation. 

We made this need known, I believe, when the equipment item came 
up 2 or 3 years ago. 

Mr. Preston. I recall that. These installations are new / 

Dr. Retcnevperrer. These are all new. 

Mr. Preston. They have not heretofore been manned / 

Dr. Rercuevperrer. That is correct. 

Mr. Preston. Some of those must have been. 

I note you are installing them by degrees. 

Dr. Rercuevperrer. Yes, sir; we have some in operation now, but 
the new ones will be installed as rapidly as they are delivered. 

We have “robbed Peter to pay Paul” in the maintenance of our 
electronics equipment. We are very seriously understaffed in people 
to maintain the modern equipment. 


INCREASE IN POSITIONS DURING 1957 OVER BUDGET PRESENTATION 


Mr. Presron. Doctor, your 1957 budget proposed 6,334 positions, 
and 3,946 man-years at $22,745,200 for General Weather Services. 

In the justifications for 1958, under the column 1957, you show 
6,401 positions, 3,965 man-yvears and $22,741,300, which is less than 
the budget for 1957. 

What I want to know is how can you increase by 67 positions and 
19 man-years with less money 

Dr. Reicuevperrer. Yes, sir. May I ask Mr. Grubb to answer that 
question ¢ 

Mr. Preston. Surely. 

Mr. Gruss. Mr, Chairman, in implementing the new programs that 
Congress authorized for fiscal year 1957 we found that we were un- 
able to recruit the staff at the proper grade levels and, consequently, 
had to recruit staff at lower than the proper grades. This accounts 
for the fact that our costs were lower and at the same time that we 
were able to have a higher man-year employment. 

Mr. Preston. W ell, is it a matter of overstafling toward the end of 
the year and having to annualize them in 1958 ? 

Mr. Gruss. No, sir: as a matter of fact, in the 1958 budget we are 
. porting 6,648 positions for 1957 as compared with the 6,527 in the 

57 budget, but of that number practically all of the positions are 
of a part-time nature, and are required for river and rainfall sub- 
station networks and part-time observers for reporting rainfall 
amounts and flood stages to our flood warning forecast centers prin- 
c ipally along the east and west coasts. 

So, in answer to your question specifically, our year-end employ- 
ment on June 30, 1957, will actually be somewhat less than on June 30, 
1956, 

Mr. Preston. Mr. Grubb, in your 1957 justifications, which are be- 
fore me right here, you show for 1957, 6,334 positions. In your 1958 
justifications you show 6,401. What is the reason for increasing these 
positions? That information is contained in the 1957 column. 
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In both years we are talking about the same thing. In your new 
justifications for 1957 the figure i is 6,334 and then on page 1207 of the 
justifications you created 67 more positions. 

Mr. Gruss. Yes, sir; I see. We have added positions to give us 
greater operational flexibility and to utilize to some extent our turn- 
over to keep our programs going. For example, at our small 5- or 
6-man stations we found that we could hold a position at those sta- 
tions vacant and use the position at another station of a comparable 
nature. So the increase in number of positions enables or gives us 
this operational flexibility to meet changing conditions but at the 
same time our total man-year employment for full-time people only 
increased by 14 man-years. 

Mr. Preston. I believe you say that you are not building up an 
annualization proposition here. 

Mr. Gruss. We are not. 

Mr. Preston. You will not be calling on us to pick up a check for the 
annualization of these positions ; will you? 

Mr. Gruss. No, sir. 

Mr. Preston. It is a matter of convenience within your operation? 

Mr. Gruss. That is correct. 

Mr. Preston. We certainly frown upon this idea of heavy employ- 
ment for the end of the fiscal year for the purpose of coming in and 
having them annualized by the Appropriations Committee for the 
ensuing fiscal year. 

Mr. Gruss. We have found, Mr. Chairman, that during the course 
of the present fiscal year we have had to make some small reductions 
in our staff. Asa matter of fact, our employment at the present time, 
and on June 30, 1957, will be about 75 or 80 lower than it was at the 
beginning of the fiscal year. 


RESEARCH 


Mr. Preston. Now, on this item on page 1218 of the justifications, 
you are seeking an increase of 10 positions for research. 

Would you justify that, Dr. Reichelderfer ? 

Dr. Reicuetperrer. I made brief reference to the method of predic- 
tion by the electric computer in my opening remarks. This is the 
most promising modern development in meteorology pertaining to 
increase in the accuracy of forecasts and extension of the time range 
of forecasts, perhaps the most significant advance in half a century. 
The additional positions that we are asking for in research are repre- 
sented by staff to engage in research studies in long-range forecasting, 
using the computer. 

I think I can indicate the significance and importance of this de- 
velopment when I say that the meterologist or the weather forecaster 
has never had means heretofore for star ting with the simple condition 
in the atmosphere with the atmosphere at “rest, and then introducing 
by mathematics the factors that will change the atmosphere from a 
state of rest so that it dev elops the cire ulations that we see in nature. 

It is easy to see that having been able to duplicate what nature is 
doing, we can deal with other factors. 

For example, we can try the effects of changes in solar radiation 
that would modify the flow of atmosphere or the principal air cur- 
rents and see what would happen in terms of how it would affect con- 
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ditions that give rise to drought. This, conceivably—and I am speak- 
ing well in the future, now—could tell us well in advance when drought 
conditions are going to develop in the West, and when hurricanes, in- 
stead of staying at sea most of the time as they did last year, when 
they will strike the coast as they did the previous year and the year 
before. 

Meteorologists are very enthusiastic about this development. This 
is the best approach to a wind tunnel that the weatherman has ever 
had so far as the general conditions of the atmosphere are concerned. 

Mr. Presron. From whom do you rent this high-speed electronic 
computer ? 

Dr. Retcuerperrer. It is obtained by the usual contracting pro- 
cedure ; that is, the rental contract is obtained in that way. The present 
contract is with IBM. We have an IBM 701. The new one probably 
would be an IBM 704. 

Mr. CieveNGER. How long is the delivery time for those machines? 

Dr. Retcrevperrer. T hey * would be able to put this in operation soon 
after they got the funds—the equipment we want—and they could 
install the equipment before so very long. 

To give you a better idea of the time I think after we got the money 
for the present one, it was a matter of only 3 or 4 months before it was 
installed and they. are in a better position to install now than they 
were earlier. 

Mr. Preston. What is the net increase in this program ? 

Dr. Retcuevperrer. $400,000. The chart that Mr. Gleiter is show- 
ing now pictures why it is important to have this increased capacity 
computer, On the left-hand side we are able to analyze twice a day 
by the numerical weather computer the weather for half of the North- 
ern Hemisphere. The method is not developed to perfection yet. 
There are errors, and the most frequent source of errors is the un- 
knowns in the boundaries, that is, either on the east toward Europe, or 
on the west toward Asia. 

So, for purposes of forecasting for our own area it is necessary to 
deal with the whole atmosphere as shown in the right-hand chart. 

It is quite obvious, without my elaborating, that there are many 
other reasons why we need to know what is going on in weather in 
Europe and other parts of the hemisphere. 


This is a joint project, and the Air Force and the Navy contribute 
to the project also. 





ADMINISTRATION 
USE OF RESEARCH FUNDS FOR ADMINISTRATIVE PERSONNEL 


Mr. Preston. Now, Mr. Grubb, under “Administration” how did 
you manage to increase 30 positions and 15 man-years at a cost of 
$24, 700? ‘From what funds was the $24,700 transferred ? 

Mr. Gruss. Principally from the research funds, Mr. Chairman. 

Mr. Preston. Why was this done? 

Mr. Gruss. We found that we shaved our estimates for administra- 
tion a little bit too close, and that some of our administrative work 
was not being done and the backlog was accumulating to the point 
where we had to add some staff in order to reduce it. 

Normally, we consider a 30-day carryover of certain fiscal documents 
as a reasonable backlog. That doubled and then trebled, and it was 
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necessary to add some fiscal people in order to bring this accumula- 
tion down toa reasonable level. 

Mr. Preston. Is this a practice which you have been following in 
past years of transferring from research to whatever operation you 
saw fit? 

Mr. Gruss. We have made minor changes from that activity to other 
activities and vice versa. 

Mr. Preston. And, do you plan to use some research money next 
year for additional administrative people ? 

Mr. Gruss. No; we are carrying administration forward next year 
at the same level as this year. 

Mr. Preston. That 1s what you say now, Mr. Grubb, and that 
your intention. But what are you going to do 6 months from now? 

Mr. Gruss. I think what we will do, Mr. Chairman, is to evaluate 
all of the pros and cons of the case, and decide what would be to the 
best interests of the Government. 

Mr. Preston. Well, you ask for the research money on the basis 
of research, and that is the basis upon which we appropriate it, and 
we expect it to be used for research. 

We do not like this idea of your going down and getting into a hud- 
dle and saying “Well, let us cut all this research and let us take $24,000 
and put some more people on for administrative purposes.” 

It makes us wonder how firm your proposals are when you are 
before the committee. 

Dr. Retcuevperrer. I think the error, Mr. Chairman, is in wnder- 
estimating the administrative costs. We have reduced our overall 
costs for administration from—this is a low figure in comparison— 
about 6 percent 3 or 4 years ago, to about 4.8 percent now. This is 
very low for administration. Our fiscal people and our other ad- 
ministrative people have unusually heavy workloads. If anything, 
we reduce expenditures for administration and use it for major items 
like research whenever we can. Our estimates on the administrative 
costs were too low. 

Mr. Preston. I have never heard of anyone before underestimating 
in the Government. There is always a little margin that they usually 
put in for a little pruning. 

Dr. Retcuriperrer. We have not learned that practice yet, Mr. 
Chairman. 

Mr. Preston. Well, you are a new man around here, Doctor. That 
is why you have not. 

Dr. Rercuetperrer. Well, this question of increase in staff I know is 
a difficult one. I must say I think I would be neglecting my part in 
this hearing if I did not say that our field-station workload is much 
too heavy in most places. 

Mr. Preston. Well, you know one of our problems, Doctor, in the in- 
terest of sound fiscal policy for the Government and in the interest of 
the taxpayers, it to prevent agencies of the Government from creating 
what to us would appear to be a utopian situation. We understand 
the enthusiasm with which you people work, and we are proud of 
your accomplishments and we recognize that the Weather Bureau is 
a very outstanding agency. But not in CAA and not in Defense or 
in any of the agencies can we afford the money to create a utopian situ- 
ation. 
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So, it is up to us to try to keep these figures down as low as possible, 
and keep these Federal employees down as much as possible. It gets 
out of control if we do not do it. 


INCREASES FOR OTHER OBJECTS 


On page 1217 of the justifications you have your other objects. 

Would you discuss these increases, such as an increase of $125,300 
for travel? Is that item related to new employees? 

Dr. Reicnevperrer. It is related primarily to the larger number of 
employees that are given here, and to the traveling that is involved in 
handling the equipment, and the technicians that will handle the radar 
equipment and other items of that kind who will have to travel a good 
bit, and traveling costs are high nowadays. 

Mr. Preston. Is transportation of things related to the same thing? 

Dr. RetcHeiperrer. Yes, sir; and I believe Mr. Grubb can comment 
further on that. 

Mr. Gross. That is right, Mr. Chairman. The increase for trans- 
portation of things is $101,000 and is related solely to the employees 
and new programs represented as such for fiscal year 1958. 


COMMUNICATION SERVICES 


Mr. Preston. Is your communication services also related to the 
new installations and new services? 

Mr. Gruss. Yes, sir; as a matter of fact, in each of these items, Mr. 
Chairman, we have made certain adjustments to what we call base 
programs. In communications services our base program for 1957 is 
being reduced by $5,000. The $132,000 increase for communications 
is a net figure after taking into consideration savings. 


RENTS AND UTILITIES 


Mr. Preston. What is your rents and utilities services increase of 
$381,000? 

Mr. Gruss. That is especially for the 704 electronic computer for 
numerical weather prediction. 

Mr. Preston. Where will it be located ? 

Mr. Gruss. It will be located at Suitland, Md. 

Mr. Preston. Will there be a structure built for it? 

Mr. Gross. No; we already had a space for it in the Federal Build- 
inge—FOB—criginally built for the Bureau of the Census. We are 
operating there now, and this merely involves replacing one piece of 
equipment with another. 

Mr. Preston. What is this increase of $381,000 composed of specif- 
ically, under “Rents and utilities services” ? 

Mr. Grouse. Specifically, the item of increase for rents and utilities 
is composed of $65,000 for electric power to operate the new electronic 
equipment. which will be installed in fiscal year 1958 and $6,500 is for 
space to house the new equipment. 

For statistical processing equipment—the increase in 1958—includes 
the higher rental cost. of the electronic computer 704 for numerical 
forecasting that amounts to $74,000. 

Mr. Preston. For 1 year? 
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Dr. RetcuetperFer. Yes, sir. 

Mr. Preston. This computer is rented for 1 year? 

Mr. Gruss. Yes, sir. That amount is the W eather Bureau’s share 
of increased cost for numerical forecasting. This is a joint opera- 
tion shared equally by the Air Force, Navy, and Weather Bureau, 
and this represents the Weather Bureau’s share of increased costs over 
present cost of approximately $130,000. 

Mr. Preston. That amount is $130,000 ? 

Mr. Gruss. Yes, sir, for present operations. 

Dr. Rercuetperrer. In this connection, normally the Weather Bu- 
reau is not able to finance costly equipment of this kind, but we con- 
sider this equipment indispensable i in computing more accurately the 
course of hurricanes, in some cases, than we are able to do otherwise. 
An accurate prediction of severe storms not only means savings in 
lives, but great savings in property resulting from adequate warn- 
ings. It can run into many times the cost of the computer, just in 
one storm. 

SUPPLIES AND MATERIALS 


Mr. Preston. You have a very large increase of $375,000 in “Sup- 
plies and materials.” 

That is found on page 1228. 

Mr. Gruss. Meteorological instruments account for $337,000 of this 
increase, Mr. Chairman, expressly for the expendable Rawin-Sonde 
instruments, balloons, helium, parachutes, and other supplies for the 
second expanded upper air observation proposed for the trust terri- 
tory, and for larger balloons for higher upper air observations. 

Mr. Preston. Item 11, “Grants, subsidies and contributions.” How 
much of the increase of $1,400,000 is related to civil-service retire- 
ment contributions? 

Mr. Gruss. The entire amount is related to retirement, $1,381,000 
for our present base program, $61,000 related to the additional em- 
ployment we are requesting for 1958. 


ReEsEARCH 


ESTIMATES AND APPROPRIATIONS, 1957 AND 1958 


Mr. Preston. Going back to the research item, how much did you 
request in 1957 for research ? 

r. ReIcHELDERFER. An increase of somewhat over $1 million, was it 
not ? 

Mr. Gruss. In 1957 we requested an increase of $1,350,000 for re- 
search or a total of $2,952,000. 

Mr. Preston. How much did we allow you? 

Mr. Gross. $2,334,700. 

Mr. Preston. You said $2.3 million ? 

Mr. Gruss. $2,344,000. 

Mr. Preston. According to our records, we only cut the whole appro- 
priation by $100,000. Let us get our figures right. You say you re- 
quested $2,952,000. 

Mr. Gruss. Yes, sir. 

Mr. Preston. We appropriated $2,344,000 ? 
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Mr. Gruss. You appropriated an increase, Mr. Chairman, of $1,250,- 
000, with the provision that a portion of the increase be used to 
strengthen our general weather service. 

Mr. Preston. Let us start over again. These figures you have given 
Just, 7 not add up. How much did you request for research in fiscal 
195 

Mr. Gruss. Fiscal year 1957 for research, $2,952,000. 

Mr. Preston. How much did we appropriate for that purpose ? 

Mr. Gsuss. The appropriation, as I understand it, was not directly 
for research. Our appropriation request was reduced by $100,000. 

Mr. Preston. That is right. 

Mr. Gruss. At the same time, the Congress appropriated an increase 
of $1,250,000, part of which was for strengthening our general weather 
service and the balance of more than $1 million for research. 

Mr. Preston. You are talking about a total of appropriation over 
1956? 

Mr. Gruss. That is right, sir. 

Mr. Preston. You say you actually set up for research $2,344,000? 

Mr. Gruss. Yes, sir; that is the total amount finally set up. 

Mr. Preston. That is $608,000 trimmed off by yourself? 

Mr. Gruss. Yes, sir. 


USE OF RESEARCH FUNDS FOR INCREASED SALARY RATES 


Mr. Preston. What did you do with that money, Mr. Grubb? 

Mr. Gross. Effective July 1 the Civil Service Commission approved 
an increase in the pay rates for certain scientific grades amounting to 
nearly $600,000. The Bureau had no choice whatsoever under this 
action by the Civil Service Commission but to increase the rates of 
the scientific people involved, since the increase in rates was govern- 
mentwide. 

In making or meeting these additional personnel costs, the added 
costs fell heavily in the area of our general weather services. 

The decision to reduce research comes from the fact that if we had 
reduced general weather services we would have had to cut staff and 
facilities already in existence. We could maintain our General 
Weather Services and our present research staff only by effecting the 
savings in research contracts we had planned to execute. In most 
cases the contracts were executed, but called for a lower volume of 
work than was originally planned. 

Our research program relating to severe storms is of a twofold na- 
ture: First, the gathering of basic observational data from the facili- 
ties which were installed for severe storm weather observations; the 
second phase for the analysis and processing of these data by univer- 
sities or research staff. 

Obviously, it would have been impractical to cut off the data- 
gathering research facilities, because we would have nothing then to 
process or analyze, so we continued the data-gathering function, field 
stations and facilities, at the level we programed for 1957 and reduced 
the analysis. This means that, rather than being able to complete 
certain analysis within 1 year, we will have to extend it over a longer 
period of time. 

Mr. Fioop. Will the chairman yield? 

Mr. Preston. Yes, sir. 
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Mr. Froop. That was a very detailed answer.. I am not sure I 
understand the chairman’s question. I do not think you gave the 

eply. 

What would you have done to meet this very good thing that you 
did—I am not criticizing what you told us you ‘did—but where w ould 
you have obtained the money to do that if the Congress had not given 
you the additional funds that it did if you did not ask for them ? 

Mr. Gruss. We would have had to cut field staif and field stations. 

Mr. Fioop. Whiy ? 

Mr. Gress. We cannot pick up a check for nearly $600,000, Mr. 
Flood, without making some adjustments in our field programs. We 
had no choice whatsoever but to pay. 

Mr. Fioop. I may be on a wrong premise. The chairman asked you 
how much money did you ask for? 

Mr. Gruss. Yes, sir. 

Mr. Fioop. And you told him. 

Mr. Grvues. Yes, sir. 

Mr. Fioov. Then he said to you, “How much money did Congress 
give you,” and youtold him. Isthat right ? 

Mr. Grusp. Yes, sir. 

Mr. Froop. Then he said to you, “What did you do with it?” and 
from what I understand you to say, you did with $600,000 at least, 
something entirely different than the purpose for which the money 
was given to you, without asking this committee or without asking 
anybody else—purely by administrative action. Is that true? 

Mr. Gruss. Notentirely by administrative action, Mr. Flood. 

Mr. Fioop. Is my statement correct or is it not; or what part of 
what I said is wrong? 

Dr. Retcnevperrer. Mr. Flood, we did use about $600,000 for 
salaries. 

Mr. Frioop. May I interrupt? What part? Do you understand 
what Iasked you! Is my question clear? 

Dr. Rercuexperrer. I think so. 

Mr. Fioop. Then if my question is clear, what part of these funds— 
what part of the $600,000, or what part of what we gave you—did 
you use for a purpose other than for which it was directed or appro- 
priated for your use ¢ 

Dr. Reicuevperrer. The entire $600,000 went into salaries. 

Mr. Fioop. Why ? 

Dr. REIcCHELDERFER. Because the salary cost, through action of the 
Civil Service Commission, was higher than we could foresee. 

Mr. Fioop. Then the action of the Civil Service Commission, in 
your judgment, superseded the express direct action by the Congress: 
is that correct? You have an administrative agency. by subsequent 
action to an action of Congress, superseding, w ith appropriated funds, 
used in your Department. “Is that not what happened / 

Dr. Retcuecperrer. This was discussed —— 

Mr. Fioop. Isthat what happened ? 

Dr. RercHevperrer. Well 

Mr. Fioop. That is what happened ? 

Dr. Retcnerperrer. It is what happened, but——— 

Mr. Froop. If that is what happened, by what authority under the 
law did you take $600,000 and use it for the purpose other than which 
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we gave it to you, or was it simply because later on the Civil Service 
Commission did * rbnthivin you had not anticipated, so you had 
$600,000, and you used it for ‘that purpose; is that not it? 

Dr. Rercuenperrer. Not atall. We sweat blood over this. 

Mr. Fioop. I am not interested in that. My heart bleeds for you. 
What I want to know is, why did you do what you did? 

Dr. Rercuecperrer. We had no choice, sir. 

Mr. Frioop. All right. You had no choice, but why did you do 
what you did, whether or not you had a choice, without getting in 
touch with the Congress 4 

Dr. RercHeLperrer. We consulted the Department of Commerce, 
and we consulted the Bureau of the Budget. 

Mr. Fioop. You consulted the Bureau of the Budget. Do I under- 
stand you to suggest the Bureau of the Budget is exercising the right of 
line-item veto, which the executives have been trying to get for 100 
years and the Congress would never give? Now the Bureau exercises 
the line-item veto, You went to the Bureau of the Budget. Why did 
you not go to Mr. Preston of this committee ? 

Dr. Retcuenperrer. Our channels are to go to the Department of 
Commerce first. 

Mr. Froop. Your instructions, then, are from the Department of 
Commerce; if and when any contingency of this sort arises, you go to 
the Department of Commerce, and as far as you are concerned, that is 
the end of it ? 

Dr. Rercrerperrer. We would have been very glad to take it up—— 

Mr. Froop. But you did not. 

Dr. Retcuerperrer. I am not sure whether it was or was not eventu- 
ally taken up by budget representatives. 

Mr. Froop. Well, von did or you did not? 

Dr. Rercnevperrer. It was not taken up with the committee. 

Mr. Fioop. It was not. Why did you not use the $600,000 for the 
purpose that Mr. Preston, chairman of this committee, gave it to you 
hefore you did : anything else at all? 

Congress gave vou $600,000. Why did you not use it for the purpose 

that Congress told you to use it for? 

Dr. RercHerperrer. We had no choice, Mr. Flood. 

Mr. Froop. Why not? 

Dr. Rercnerperrer. We had to pay salaries or lose essential staff. 


REASON FOR NOT REQUESTING SUPPLEMENTAI 


Mr. Fioop, You know what I am driving at, and my friend Mr. 
Rooney just suggested this tome. What I have been driving at is this: 
Everybody in the committee understands it and you do, too. Why did 
you not come here, then, with a supplemental—because you wished to 
avoid the aspersions cast upon people that do, or what? 

Mr. Nizison. May I answer that, Mr. Flood ? 

Mr. Froop. It is about time you got into this. This man should 
not be shouldering this burden at all. 

Mr. Nrevsox. In connection with this item, the Civil Service Com- 
mission, under the law, has authority to increase certain grades or 
grade levels where there are shortages and it is difficult to reeruit 
people. 
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Mr. Fioop. That isa good law. Iam glad they did. 

Mr. Nrevson. The Commission authorized the Weather Bureau to 
increase these grades. 

Mr. Fioop. Excellent. 

Mr. Nretson. As to the increased rates, we had two alternatives: 
To present a supplemental for additional funds, or to absorb this re- 
quirement within existing funds. 

Mr. Fioop. That is well stated. That is precisely your alternative. 

Mr. Nretson. This I believe you will recall, Mr. ‘Flood, has been 
the practice in many agencies, to absorb additional costs, if it is pos- 
sible, without requesting additional money. 

Mr. Froop. Generally speaking, that is the practice. That is the 
rule, and you and I know it. ou have merely stated the question. 
You have given me no answer yet. 

Mr. Nretson. A request for supplemental funds was considered, 
and it was decided not to ask for supplemental funds. 

Mr. Fioop. Why? 

Mr. Nietson. Again, as I indicated, because of the budgetary pic- 
ture. 

Mr. Foon. Yes. 

Mr. Nietson. Request for increased funds, and on that basis, the 
Weather Bureau was advised that we would not submit a supplemental 
for this. 

Mr. Froop. Let me make this observation: At this table last year, 
every man on this committee and everybody in Congress and every- 
body in the Nation at the time of your hearings for the Weather Bu- 
reau was extremely and properly exercised about the weather picture. 
We had gone through frightful problems. We were waiting for the 
Weather Bureau and we treated the Weather Bureau like a sacred 
cow here last year, and everybody agreed. 

It was one of the agencies where we said, “Please take some money 
and get this job done.” You knew that we considered it a special 
problem. You knew the people in the country considered it a special 
problem. 

We gave you this additional money, and the Senate thought the 
same thing. Yet, faced with that special and peculiar problem, you 
took this money, by administrative fiat—there is nothing wrong under 
the law with what you did—but I certainly direct your attention to 
what I*think was a flagrant violation of the clear, expressed desire 
of Congress on a special and peculiar matter of national concern. 

You preferred to set that aside, because you did not wish to confront 
Congress with a budgetary problem, and this was the path of least 
resistance. 

Mr. Nrerson. I would not say, Mr. Flood, that it was the path of 
least resistance. 

Mr. Fioop. It is not now, but it was when you took it. 

Mr. Nrexson. I do believe that as far as our action is concerned. 
this has happened throughout Government before. 

Mr. Fioop. Has it happened in the Weather Bureau before ? 

Mr. Nretson. I believe we could go back for some period of time and 
probably find where it has been absorbed. 

Mr. Frioop. I knew what you did and why you did it before I 
started asking the questions. I have been here a long time, too. I 
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knew what Mr. Preston was going to pursue the minute he touched the 


thing. 
We have experienced this before. I protest vehemently, Mr. Chair- 
man, on this special bureau, under all the circumstances, this action. 


RESEARCH PROJECTS DEFERRED 


Mr. Preston. That is fine. Let us find out now where they did not 
spend the money. Let us see which of these important projects last 
year that they wanted research funds for they did not conduct re- 
search in. 

We would like to have you identify which project the money was 
taken away from. 

Mr. Gruss. It involved principally items in the class 07, “Other 
contractual services,” Mr. Chairman. 

Mr. Preston. Under research ? 

Mr. Gruss. Research projects. 

Mr. Preston. Did you take some away from the hurricane project? 

Mr. Gruss. Yes, sir. 

Mr. Preston. How much? 

Mr. Gruss. I do not have the answer quite in that form, Mr. Chair- 
man. I can give you individual items and what was proposed and 
what we actually spent. I do not have in summary form how much 
was taken away by projects. 

Mr. Preston. You have some procurement items there that you 
eliminated ? 

Mr. Gruss. Primarily in the area of research contracts with uni- 
versities. 

Mr. Preston. You say you took some away from the hurricane 
project. Did you take some away from the tornado project? 

Mr. Gruss. Yes, sir. 

Mr. Preston. Some away from research ? 

Mr. Gruss. Yes, sir. 

Mr. Preston. Operational techniques ? 

Mr. Gruss. Yes, sir. 

Mr. Preston. Some away from supporting requirements? 

Mr. Gruss. Yes, sir. 

Mr. Preston. Some away from the Division of Scientific Services? 

Mr. Gruss. No. As far as staff is concerned, I believe that the.esti- 
mates will show that man-year employment in the Scientific Services 
Division increased by some 9 man-years to do some of the work pro- 
posed in research contracts that we did not execute. 

Mr. Preston. Because that was jobs? 

Mr. Gruss. Yes. 

Mr. Preston. That was people. Did you take some away from nu- 
merical weather prediction unit? 

Mr. Gruss. No, sir. 

Mr. Preston. Division of Physical Research ? 

Mr. Gruss. No, sir. 

Mr. Preston. Field research forecasters ? 

Mr. Gruss. No, sir. 

Mr. Preston. Wherever staff was involved, you did not take any 
away, did you? It was generally where contracts would ensue? 
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Mr. Gruss. It is extremely hard to recruit technical staffs and, if 
we were to let them go, it would be many years before we could re- 
trieve that loss. 

CONGRESSIONAL SUPPORT OF RESEARCH 


Mr. Preston. Congress has in strong terms, emphasized the import- 
ance of hurricane and tornado research. We all know that that is 
one of the important functions of the Weather Bureau, to try to come 
up with some early warning system, so that we can prepare for these 
damaging tornadoes and hurricanes. 

We appropriated millions of dollars for equipment—long-range 

radar, and other things—to assist in this. We also, of course, appro- 
priated for this research program. 

Of course, the thing that has not been said here is that the priority 
was placed on the payment of an increase in salary, as against going 
ahead with your research program and coming to Congre ess In Janu- 
ary, or even in late July, with a supplemental and saying, “Here is 
what has happened.” 

You made a decision between carrying out this important research 
and paying this increased salary—not basic salar y, or normal salary, 
but an increased salary. It makes us wonder how much importance 
you attach to this research program. 

Mr. Nretson. Mr. Chairman, may I make one comment ? 

Mr. Preston. Yes, sir. 

Mr. Nietson. That over the years there have been, as you well know, 
a number of pay increases in the executive departments. In many 
instances those pay increases have been absorbed, without submitting 
supplemental requests to the Congress, which no doubt has affected, 
and would affect certain programs, and in substance, that is basically 
what has happened here. 

Mr. Preston. We usually assume that you absorb those things by 
not filling penne 

Mr. Niexison. I do not think, Mr. Chairman, that has been entirely 
the case, particularly on pay increases. 

Mr. Preston. Absorbing increases is nothing new. I will grant 
you that. Here is somet hing that Congress did not take any action 
on, the increasing of these salaries. This is the Civil Service Com- 
mission. 

Mr. Niecson.. That is correct. 

Mr. Preston. This is an infield maneuver, while the outfield did 
not know what was going on. 

Mr. Nretson. We have a similar situation, as you know, that we dis- 
cussed this morning, with respect to the wage-board increases. 

Mr. Preston. This is an example, of course, of the historically long 
fight between Congress and the agencies to keep the agencies from 
going in a revolving door back of us and coming out ahead of. us, 
which they so often do. Here is a good case of it. The Civil Seryice 
Commission upgrades these positions, and what Congress thought it 
was doing, it was not doing at all. 

Mr. Fioop. I know a ood way to stop it. It is very simple. 

Dr, Retcenperrer. Mr. Chairman, may I say that it was certainly 
Hot in the Weather Bureau’s opinion a question of putting a lower 
priority on the research program. We went over much the same 
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ground that you have covered this afternoon at every step when we 
were confronted with this crisis. 

We said, “The research program must go on.” When the ecards 
were down, we either had to stick with the standards that the Civil 
Service Commission issued or else lose our people. 

Mr. Preston. You mean they would quit? 

Dr. RricHeiperrer. They are quitting now because our salaries are 
lower then they can get in other agencies, 

Mr. Preston. I think that is true throughout Government. Private 
industry pays so much more than Government does, but if we try to 
match money with private industry, we will really go bankrupt. We 
are already bankrupt in government. We just refuse to acknowledge 
it. That isall. We will have to admit it then. 

Dr. RercHevperrer. We had to keep our storm warning and other 

ublic weather services going. These were the people we upgraded. 
We had to keep them on the job for upper air soundings and other 
essential weather reports. The safety of air commerce and hurricane 
forecasts themselves depend upon these basic observations, 

Mr. Preston. To what extent are the reductions you made in re- 
search to pay this $600,000 reflected in 1958 research ? 

Mr. Gruse. There is no increase, Mr. Chairman. The increase for 
1958 research is entirely for the computer and supporting staff for 
numerical weather prediction and research related thereto. 


INADEQUATE REPORTING ON HURRICANE “FLOSSY” 


Mr. Preston. While we are talking about this research in hurricane 
and tornado warning, Representative Sikes called to my attention a 
letter that was written to him by a gentleman in Pensacola, Fla., and 
he said: 


DEAR Mr. Stkes: We were very much surprised and disappointed at the per- 
formance of the United States Weather Bureau in the recent hurricane Flossy. 

Since the storm, much praise has been heaped upon the Red Cross, Salvation 
Army and other nongovernmental agencies. However, I have heard nothing but 
caustic criticism and dissatisfaction at the Weather Bureau’s role. 

If you were in the area at the time, you are probably as aware of it as we, 
and may have already initiated action to find the reasons and prevent a repi- 
tition. 

For years we have read of the large sums being spent to track hurricanes with 
special planes and crews and expensive electronic equipment. For all this we re- 
ceive reports of the hurricane’s position as “80 miles southwest of the Biloxi, 
Mobile, Pensacola area”—real pinpoint location. 

We continued to get this report until it changed to 45 miles southwest of 
Pensacola and then nothing until the Navy reported that the barometer was 
rising and winds diminishing. Monitoring both radio and TV, we heard prac- 
tically no barometric pressure readings or wind velocities. One radio station 
told me upon inquiry that the Weather Bureau ‘has not given us any for the 
last few hours.’ This was about the time the storm reached its greatest in- 
tensity here. 

The Navy’s contribution to the public knowledge of the storm prior to its 
passing deemed nihil, though I understand it was tracking it on radar here. 
I also understand that Navy policy prevents disclosure of weather information 
to the public. If this is true it seems that Congress could arrange for ex- 
ceptions to be made with the approach of an unusual condition of this nature. 
The investment in equipment could be better justified if it offered the public 
some peacetime protection, too. 

Your position on this will certainly be of widespread interest. 


89841—57——_33 
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Will you tell us about that? Was adequate information given out 
to the public? 

Dr. Retcutiprerrer. The forecasts on Flossy were better than aver- 
age. They were pretty good. We had some other complaints from 
this area, and it seems that it was a failure of communications, rather 
than difficulty about the forecast. We would like to look into this and 
see just where the difficulties are. 

Mr. Preston. Very well, sir. If you would, let Congressman Sikes 
know about it. 

Dr. RetcHevperrer. I will be glad to, sir. 

The questions implied here as to availability of radar observations 
from the Navy and the same would apply to the Air Force, and the 
answer is we do get those reports, and they are all put into the common 
pool of weather ‘information, and made available for general civil and 
military use. We would like to see just where the discrepancy is. 


OTHER CONTRACTUAL SERVICES 


Mr. Preston. Your 1957 budget included $1,791,800 for “Other con- 
tractual services.” 

How have you used that money? How much will be spent on re- 
search contracts in 1957, as compared to the $1,321,000 proposed in 
the 1958 budget ? 

Mr. Gruss. We are actually spending in fiscal year 1957, Mr. Chair- 
man, $311,000 for our hurricane research under contracts; for tornado 
research we are spending 7Aeh 000 under contract. For development 
of operational techniques, $25,000; for a total under contract of 
$515,000 for hurricane and tornado research. For our base research 
program, $37,000, or a total of $553,000 for research under all con- 
tracts. 

Mr. Preston. What is your employment figure at present, Mr. 
Grubb ? 

Mr. Gruss. On February 28, it was 4,240. 


CURRENT OBLIGATIONS 


Mr. Preston. How much of your appropriation have you obligated 
to date? 

Mr. Gruss. Through December 31, a total of $19,161,000; and for 
January, $2,646,000. “Our obligational figure for February will not 
be available for another day or two yet. 

Mr. Preston. That is a total of how much, including the first 6 
months? 

Mr. Gruss. $21,806,000 through the first 7 months of the fiscal year. 

Mr. Preston. You will have a carryover dom 

Mr. Gruss. No, sir. Have you considered the obligations through 
December of $19 million, 6 months, which if double will give a total 
annual requirement of $38 million ? 

Mr. Preston. You are correct. 

Mr. Gross. Our obligations during the first 6 months normally run 
higher because of our annual contracts, but we will still have to squeeze 
our employment and reduce it slightly for the remainder of the year 
in order tostay within appropriated funds. 
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Mr. Preston. Are there any questions at this point, on this, Mr. 
Rooney ¢ 

Mr. Cievencer. Mr. Reichelderfer, I was somewhat interested in 
this story of this computer, and I believe something was said about it 
being located at Suitland. That could not be the kissing cousin of 
our old friend Univac, could it ? 

Dr. Retcuetperrer. Yes, this is probably a blood brother of our 
old friend Univac. 

Mr. CieveNGcER. It is the same machine? 

Dr. Reicuevperrer. No, sir. 

Mr. Cievencer. I know there was a patent law that affected it. 
During this past 10 years off and on we have battled this computer 
idea. It will not do us much good if we had 3 or 4 computers. We 
did not get the money spent for what we thought we appropriated 
it for. 

USE OF RESEARCH FUNDS FOR SALARIES 


I was amazed somewhat that $600,000 would be spent in this way. 
Of course, I have watched the interloping and the nudging in of the 
civil service until it is next to the Supreme Court, which has been 
doing the same thing. It infringes on our power and our prerogative, 
and it is exasperating to me. 

I do not see where they have got a license to move into a situation 
like yours, without any consultation. Nobody voted for them, did 
they? They do not have to go before the electorate to get that done. 
They are a power unto themselves. They just feed and grow on 
power and the use of it. 

On one side we have the Executive—just as our chairman said— 
trying to exercise a line veto over us. We have the Supreme Court 
trying to force a course of action on the country that threatens to 
split it into a civil war. We have this other agency getting into a 
picture like this, until I begin to wonder. 

I said the other day—why should we sit here for hours and hours 
and hours and try to resolve this, to find out what we are spending 
the public’s money for, and come down here and find that $600,000 of 
it went up the flue like that. 

Dr. Rercuevperrer. Mr. Clevenger, the Civil Service Commission, 
I am sure, was trying to meet a situation that was not of its making. 

Mr. Cievencer. Does the seismograph tell you that there is another 
impending eruption coming during this next fiscal year? 

Have you had any warnings of anything else cooking?) We might 
take some action to prevent that, or are things quiet on the Potomac? 

Dr. Retcuetperrer. We have had no indications of any unexpected 
increases of that kind, but this salary spiral—and the chairman men- 
tioned we should not try to meet outside salaries; we do not—but the 
pressure for people and the salary spiral has made this difficult. 

Mr. Crievencer. Why did you not tell us about that when we were 
sitting here a year ago? When did they take this action, Dr. Reich- 
elderfer. 

Dr. Rercnecperrer. In July. ae 

Mr. Cievencer. While the Congress was still in session ? 

Dr. RetcHeLperFER. Yes, sir. : 

Mr. Crevencer. We did not know a thing about it. T did not. I 
am ranking Republican member on the committee. Of course, I am 
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not listed among the modern Republicans. I am just a Republican, 
period ; but they did not seem to think it was necessary to tell us what 
was cooking or what was on the fire. 

Dr. RetcnetperrerR. We would have been glad to take this up with 
the committee. 

Mr, CLevencer. Why did you not do it? We were here until early 
in August. We had a supplemental over here that had everything 
in but the kitchen sink. There was $400 million added by the majority 
for a crash program for public power with atomic energy. Maybe it 
happened before, but I never knew it. 

The House sided with the minority committee report, and we took 
it out. That was in that last supplemental in July. 

One of these terms we are going to be in exactly the situation that 
aang told you we would. We are going to find out we are 

roke. 

I have seen businesses go along like this. This is the biggest busi- 
ness in the world. That only makes a bigger crackup when it comes. 
T have seen them come along, spending money like a drunken sailor, 
and suddenly they could not meet the payroll. 

Do you know of anybody standing in line buying Government bonds 
at the present time? We have got Members of Congress here that 
helped pile this great debt up that think 3 percent is too much money 
to pay forabond. Ido not know why, if a man has saved $50,000 for 
his old age—God knows how he could do it—but if he had, I do not 
see anything wrong with him getting 3 or 4 percent to provide for his 
wife after he has gone. It will do no more than pay her rent. 

I am almost afraid to die-—not for my own, but for the people who 
Iam responsible for, 

Dr. RetcHe.perFrer. One cannot afford to die these days. 

Mr. Crievencer. You have lost all your hair. Mine has turned 
white, battling over these things and trying to get a sound basis some- 
where for appropriations. Then this happens. 

Dr. Retcuetperrer. Our record in the Weather Bureau on the mat- 
ter of economic policy, I think, is pretty sound, Mr. Clevenger. I un- 
a what you are talking about and I am completely in sympathy 
with it. 

Mr. Crevencer. Can you teach these yellowhammers that work 
for you to use some of these new devices, or are you going to keep 
them all? Your chart showed a moment ago, and you know it, we 
are facing a new control for civil aeronautics. You have got to im- 
plement your part of radio and so have the rest. Can you change these 
people, or are you going to keep them sitting around and employ a 
second lot of people ? 

Dr. ReicHeLperFER. I can assure you-— 

Mr. Crievencer. I call them “yellowhammers.” You know TI am 
an old country boy and our Weather Bureau used to be an old yellow- 
hammer sitting on the cowshed, calling for rain. 

Dr. RetcnetperFer. I am from Indiana, right next door to you. 

Mr. Crevencer. For me, I have always thought of them as “yellow- 
hammers.” That is all you do, when a hurricane comes. You just 
yell louder than the old yellowhammer, but vou really cannot do any- 
thing about it, because the Almighty turns those forces loose. 
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Dr. ReicueiperFer. We can do something about it when we know 
about storms. The chairman read a letter addressed to Congressman 
Sikes. 

Mr. Cievencer. The letter the chairman read ? 

Dr. Retcuetperrer. Yes, sir. 

Mr. Cievencer. I heard that. j 

Dr. Rercuerperrer. The complaint was not that we were making 
poorer forecasts than we used to, but we were’not making as accurate 
forecasts as they want. You can do something about storms. You 
can save lives, you can save property, if you know about storms in 
advance. 

This new capability of telling about storms comes with the new 
equipment we are getting and with the more expert meteorologists. 

Mr. Cievencer. Can you not train your present people so you can 
use them and make them useful ? 

Dr. RetcHELDERFER. We are. 

Mr. CLevencer. Some of the old stuff is going out the window? 

Dr. ReicHELDERFER. Yes. 

Mr. Cievencer. We sat here with Civil Aeronautics. I do not know 
whether you looked at their budget or not, but they have 6,000 new 
employees in there in relation to air safety. There is no bill here at 
all to have the air industry pay for this. We do not put the signals 
in for our railroads and then pay the signalmen to operate them all. 
We should not be expected to pay this for all the airplane companies. 
Some of them are making considerable money. 

Here we are. Do you know what scared the country with this 
budget? I wonder if some of you have analyzed it. There are nearly 
100,000 new jobs in here, like the 6,000 or so that are in this Bureau. 
Some bright fellow added them up. He put it out, at a time when 
the people know that there should be a decline in the number of jobs 
that we are financing with their money. 

I do not want to economize on the Weather Bureau. I never did. 
I do want an economical demonstration, to be shown it is effective. I 
have been blamed for hurricane Hazel. My neighbor, who lived 
across the road from me for 30 years, printed in his paper that I was 
to blame for $500 millions in damage and 200 lives. There is no ques- 
tion about it. I was the fellow who ran those airplanes together down 
over Grand Canyon, in case you did not know, and I was to blame 
for it. 

His kids grew up on my porch and yet he prints that on the first 
page and it is not “maybe.” I just “am.” He goes back to stories 
that relate to cuts that I made when I was chairman of this commit- 
tee. You never saw me cut a safety factor in your life. Neither did 
anyone else. 

I am trying hard for it. I do not mind it. I can take it, because I 
know the fellow. 

Down here there is nobody to defend me. I only managed to get 
61 percent of the votes in the last election. He was doing his best, and 
stillis. Heisstill rnnning that type of news material. 

Last week one of the rumors around was that I refused to vote for 
Clarence Cannon’s cut, or tell them how to cut the budget. I knew 
how to cut the budget before I knew Clarence Cannon. Naturally I 
would not support it. That did not hurt. He put it on the front page 
and blazed away with headlines. That is what I get. 
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I do not know what he will write about this $600,000 if he ever 
finds it out, but there is a case of misrepresentation, but you have just 
got to endure it. 

I want to see something done about this weather, more than per- 
haps anyone else, and nobody could be more interested than I am in it, 
but I do not like to see you take action like that that would destroy 
our confidence in you. 

Dr. RetcHeiperFer. That is the last thing that I would do. I have 
said before, and I used an expression “we sweat blood over it,” and we 
did. We were most concerned about it. 

Mr. Crevencer. I almost destroyed my blood. I had to have some 
new put in 2 years ago, trying to help make these agencies work that 
I was connected with. I did not get any new deal blood that I know 
of, because I am still just as careful with the public’s money as I was 
before I got those eight pints of blood, but I wore out what I had. 

I am willing to wear this out, and maybe I can buy some more. I 
do not know, but I do feel sort of frustrated when we come here and 
work on these budgets so long and find they do not mean anything. 

Dr. RetcHeiperFer. I think I should make it quite definite that the 
Bureau did not consider the research program of secondary priority. 
We did not anticipate that it would be necessary to cut that program. 

Mr. Cievencer. I wish you had been more frank with us. That is 
all. I am not going to be cross with you because I realize, after all, 
you had to take your orders from somebody. 

There has to be a boss, and we have got one down in Commerce. 
After all, we have all got bosses that are bigger than we are, and 
they are bigger than the civil service, too. 


Dr. ReIcHELDERFER. We had every support and consideration from 
Secretary Weeks and the Commerce Department. 

Mr. CLEevENGER. Have you not been treated well by this committee? 

Dr. RetcHevperrer. Extremely well, and I remember how we fare? 
when you were chairman of the committee also. 

Mr. Crevencer. That is all. 


EsTaBLisHMENT OF Merrroro.tocicaAL FAcILities 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
. Upper-air observational equipment 
2. Weather surveillance radar 
3. End-of-runway observational equipment 
. Other surface observational facilities__.............-.... 
5. Construction of facilities in territories 
6. Hurricane and tornado research equipment 
. Engineering and technical support.............----.--- 


$744, 506 
2, 551, 458 
422, 958 
248, 812 
58, 160 
618, 249 
151, 890 


$1, 548, 000 
480, 000 
793, 000 
185, 350 
573, 000 

45, 000 
239, 000 


$29, 100 
323, 000 
731, 005 

27, 000 
428, 000 


192, 635 


Total obligations 
Financing: 
Unobligated balance brought forward 
Unobligated balance carried forward 


Appropriation 


4, 796, 033 


2, 703, 967 





7, 500, 000 





3, 863, 350 


—2, 703, 967 
1, 340, 617 


1, 730, 740 
—1, 340, 617 
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Obligations by objects 





| 1956 actual | 1957 estimate 1958 estimate 





























WEATHER BUREAU 
Total number of permanent positions : 24 | 30 34 
Average number of all employees. - -_--- voce 5} 26 | 25 
Number of employees at end of year-- / ecnmeal 20 30 29 
_———————r SS Serr 
ce | 
Average salaries and grades: | 
General schedule grades: 
Average salary _. <3 $5, 134 | $5, 319 $5, 381 
Average grade. -__- ntiath-od GS8-7.0 | GS-7.1 | GS8-7.2 
ess feos = = — 
01 Personal services: | | 
Permanent positions__- ; Jt $80, 337 | $143, 100 | $137, 780 
Regular pay above 52-week base SO 4c. | 510 
Payment above basic rates__.- 8, 774 | 13, 900 | 13, 590 
Total personal services... 89, 151 157, 000 151, 880 
@ Travel........ 3 | 2, 763 | 15, 500 18, 210 
03 Transportation of things . , 15, 780 | 61, 500 49, 100 
04 Communication services ; abana 200 | 2, 800 3, 220 
05 Rents and utility services___-- ~ 339 |-- ih giteeeaie 
07 Other contractual services... . ont ¥ ‘ia 465, 158 535, 200 486, 030 
08 Supplies and materials._-.---.-- : skeewad 130, 925 2, 200 2, 500 
09 Equipment. tated a ai bes 3, 583, 062 2, 515, 800 | 583, 200 
10 Lands and structures... 5 ore 501, 929 | 573, 000 | 428, 000 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund _-.--- ie si cbc ama 8, 600 
15 Taxes and assessments.-.-. <“ ene 76 | | 
 —— EE qu nemnnstennneenas | naetsnASaRSRIESRNESEREERNEY 
| 
Total, Weather Bureau_-. g da a actkad 4, 789, 383 | 3, 863, 000 1, 730, 740 
ALLOCATION TO GENERAL SERVICES ADMINISTRATION 
07 Other contractual services... ---- <emialiatantaiciael 550 Ee 
10 Lands and structures. -._.......---- shania date 6, 100 | 350 
Total, General Services Administration.........---.-- 6, 650 350 
"TOURER OO, 6 neces cekcanebe dca hecatitads tents 4, 796, 033 | 3, 863, 350 








Budget authorizations, expenditures and balances 
" Ap hie Scorer? oa) PS ice 
| 1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 





ADIMODTIORIOR 665 c acta cddcedakdcewdess ephGedicushadaspeceey $7, 500,000 | $2, 500, 000 $1, 200, 000 
Balance brought forward: | 

I a inemans i lineata kee 2, 703, 967 1, 340, 617 

OGG. iain chin db atna dad p RES Obeid s ee wubapu tenon Sieikpior enh gee 4,123, 238 | 4, 916, 563 

Total budget authorizations available. ..............---- 7, 500, 000 | 9, 327, 205 7, 457, 180 
EXPENDITURES AND BALANCES 
Expenditures— | 

Out of current authorizations__...............--.. ijebehesk | 672, 795 | 570, 025 230, 000 

CURE OF GETGE, ME TIERISIIER,. .. cent ccnccesinenasasséueosnn SA sainincecadpigstalt 2, 500, 000 3850, 000 

-— Fl eninias behest peadeag i eeeae 

OG I ik. ctnhcn'n 6965 4%5h dda donc catduicadsaee 672, 795 3, 070, 025 1, 080, 000 
Balance carried forward: 

Unobligated_.......... a eects adlod iedeheaslewiad ne giidrealdumneae | 2, 703, 967 | 1, 340, 617 809, 877 

RENIN una Since antitamnrischinginnovarch)axbeahauhee 4, 123, 238 | 4, 916, 563 5, 567, 303 

| _ — - - SS - ——— —— 

Total expenditures and balances.-............-..---.---- 7, 500, 000 | 9, 327, 205 7, 457, 180 


Mr. Preston. The next item is the establishment of meteorological 
facilities, found on page 135 of the committee print and page 1233 of 
the justifications. 

We will insert pages 1233 and 1234 of the justifications in the record 
at this point. 
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ESTABLISHMENT OF METEOROLOGICAL FACILITIES 


Summary of requirements 























i ng od ee cra caaubib dee Gueeeuumah beenimebas $2, 500, 000 
ET NE I Le on. wan cndbcnccdenccmececunssacecen Eas, Siete bidddin So —2, 500, 000 
SN RNS ceeded i had Salis kA sein eabbetinensneucchauvcmasocapellblisebaiiswhibu sical 0 
Require- 
ments, 
1958-60 
estimate 
1. End-of-runway observational equipment. --...............---.-.---------.. $756, 000 
Ty CORITUEIED OF OPORRIND INR og aici ccccccccccccccn sects meee 370, 000 
S. Bugimecring aad techies? stinpport............nccccccccccccncncn cet sssbsneed 74, 000 
NIN 2 nan sstcipicnanebuwdemnnaies sae 1, 200,000 1, 200,000 
i I Oe CIID, Ohio ono ceemitee nna cccsnncicsinesnedithedielanbbags 1, 200, 000 
Summary of estimated obligations, 1958-60 
Fiscal year | | Permanent 
Object classification siti eet ee eg ee BIR Leh) | enployee S 
| | | S3years | Nov. 
1958 | 1959 | 1960 | | 195 5 
s s . 2 — ——————|—————_———- 
Total number of permanent positions. ___- 4 | 4 4 D Nicauseoned ; 
Average number of all employees _-_-__-_--- 1 | 4 2 7 15 
01 Personal services: tae i y A oe : Lake oe Oe 
Permanent positions... _......_- $5, 880 $23, 030 $8, 590 | $37, 500 | 
02 Travel Ns danni 1, 210 2,910 1, 150 Gee Pbk dcnccess 
03 Transportation aren < 2, 000 7, 625 1, 175 ee fo ccccocen 
04 Communication services .....2......- 20 OO boccccceccs WP a eee deucenen 
07 Other contractual services........... 35, 030 118, 500 16, 830 170, 360 ’ 
08 Supplies and materials --____._-- is 300 700 400 BPE Sh cicuscaukeee 
I ening aa TE ic eit keacitit 
10 Lands and structures _ ES Foc eo ob cree tandn OG) OEE Mdcccsncncces 
11 Grants, subsidies, and contributions: 
Contribution to retire ment fund__- 8, 600 7,100 5, 700 PE Osisctatanaain 
Total obligations. .............- 1, 006, 240 159, 915 33, 845 iL 200, 000 15 





USE OF 1957 FUNDS FOR MODERNIZATION 


Mr. Preston. What facilities were modernized with 1957 funds? 

Dr. RercueLperrer. We have bought radars. I believe that Mr. 
Grubb can give the complete breakdow n. 

Mr. Gruss. With the 1957 funds we have ordered 5 sets of radar 
at $96,000 each and 33 transmissometers—instruments for measuring 
visibility—at $3,500 each, and 33 rotating beam ceilometers; for con- 
struction of facilities in Alaska, $597 ,000: and for reinstrumentation 
of the hurricane research aircraft at $152,000, and for the engineering 
and technical support necessary to these programs, $27,500. 

Mr. Preston. That isa total of how much ? 

Mr, Gross. $1,651,000. 

Of the balance of the 1957 appropriation, $2,500,000, $900,000 will 
be expended in subsequent fiscal years, 1958 and 1959. 

Mr. Preston. Is it obligated ? 

Mr. Gruss. No, sir. It will be obligated in 1958 and 1959. It is 
obligated, at least indirectly, in that we are procuring the radar and 
other equipment. They will have to be installed when delivered and 
two of these radars are scheduled for installation in 1958 and the re- 
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maining 3 in 1959. The unobligated balance is reserved for installa- 
tion of these radar and other equipment now on order. 
Mr. Preston. Will you discuss the major items found on page 
1235? 
END-OF-RUNWAY EQUIPMENTS 


Dr. Rercnecperrer. The first item is the end-of-runway observa- 
tional equipment. The increasing volume of traffic makes it all the 
more important to land planes promptly and when conditions are 
marginal they must sieze the first opportunity to land. With modern, 
high- speed planes, the pilot breaks through the clouds to establish 
visual contact at a distance of 3 or 4 miles from the control station. 
Weather conditions, even within that short distance, may be quite 
different from those at the control center. The ceilometer, which meas- 
ures the cloud height, is ns stalled out near the middle marker so that 
the readings at the point where the plane will break through the clouds 
are av: ails ible to the control tower, and the tower can tell the plane 
when it is on its way down, or before it makes its approach, whether 
conditions are favorable for coming through safely. 

Mr. Preston. How many such instruments does this appropriation 
contemplate ? 

Mr. Gruss. Forty-six. 

Mr. Preston. How many have you already installed with prior ap- 
propriations ¢ 

Mr. Gruss. Ninety-five are either installed, in the process of being 
installed, or are on order. 

Mr. Preston. Do you have a list of the places where they will be 
installed ? 

Mr. Gruss. Yes, sir. 

Dr. RetcHELDERFER. We try to select a major airport in each case, the 
airports with the greatest traffic and the most difficult weather situa- 
tions. 

Mr. Preston. This list includes the 90 already on order ? 

Mr. Gruss. Yes, sir. 


CONSTRUCTION OF OVERSEAS FACILITIES 


Mr. Preston. The next item is the construction of overseas facilities. 

Dr. Retcneiperrer. This is for housing for our offices on five islands 
in the Pacific in the trust territory. 

The photograph on the left is the building that we occupy now at 
Koror. It was inherited from the Japanese. It leaks badly. It is 
beyond economical repair and allows the weather to damage our instru- 
ments and records. When we install the radio theodolite for the upper 
air soundings this will not be protected properly. What we propose 
at these places is the kind of office that we have on the right-hand side 
of the display there. 

The picture on the right is the present Weather Bureau station at 
Guam. 

Mr. Preston. Do you have pictures of the other buildings? 

Dr. RetcHELpErFER. Yes. 

Mr. Preston. The first two that I look at are certainly shabby build- 
ings. I cannot tell about the other one. 
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Dr. RercHevperrer. I am told that the roofs leak there also and the 
repairs would be more costly in the long run than to build a new one. 
There are 4 of these places instead of 5 that I mentioned when I first 
spoke about it. 

Mr. Preston. And the entire $370,000 will be for this purpose? 


RELOCATION AT BETHEL, ALASKA 


Dr. RetcHevperrer. It would be, plus a new installation at Bethel, 
Alaska, which is the last photograph that we have. The top photo- 
graph that you see is the present Weather Bureau office in Bethel, 
Alaska. This was an emergency site selected during the war, and our 
buildings along with CAA buildings were erected on that site. During 
the spring months flooding occurs almost every year. The CAA is 
moving its installation to a higher site across the river. This appro- 
priation for the Weather Bureau will enable us to relocate at the same 
time the CAA moves. 

Mr. Preston. Are they moving the buildings enclosed in the circle? 

Dr, RetcHEevperFER. That is right. 

Mr. Preston. They are moving those ? 

Dr. RetcHeLperFer. Yes; and they are constructing some new build- 
ings. 

Mr. Preston. On the other side ? 

Dr. ReicHevperrer. That is right. They are moving the buildings. 

Mr. Preston. What about the third item ? 

Dr. Reicuevperrer. That is for the installation of equipment re- 
ferred to in item 1. It is the design installation cost and other pre- 
paratory engineering work. 

Mr. Preston. How many of these end-of-runway observational 
equipments do you plan through the fiscal year 1961? 

Mr. Gruss. Approximately 160, Mr. Chairman. The number will 
parallel the CAA’s plan with respect to ILS, which, from the last. re- 
port I had in the past 30 days, was approximately 160. 

Mr. Preston. There will be roughly 30 more after this fiscal year? 

Mr. Gruss. Yes, sir. 

Mr. Preston. You may insert that information in the record. 

Mr. Gruss. Yes, sir. 


LOCATIONS WHERE END-OF-RUNWAY EQUIPMENT Is INSTALLED 
AS OF MarcH 15, 1957 


Anchorage, Alaska New York: 

Boston, Mass. LaGuardia Field 

Chicago, Ill. (Midway Airport) International Airport 

Cleveland, Ohio. Oakland, Calif. 

Detroit, Mich. Philadelphia, Pa. 

Fort Worth, Tex. Pittsburgh, Pa. 

Houston, Tex. Portland, Oreg. 

Kansas City, Mo. San Francisco, Calif. 

Los Angeles, Calif. Seattle-Tacoma Airport, Seattle, Wash. 
Minneapolis, Minn. Washington National Airport, Washing- 
Newark, N. J. ton, D. C. 


LOCATIONS WHERE ENpD-0OF-RUNWAY EQUIPMENT WILL BE INSTALLED 
DurRING THE CURRENT YEAR 


A portion of the equipment has been delivered at each of the following 39 loca- 
tions and is in the process of being installed. The remaining equipment for these 
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locations is not yet available from the manufacturer but is scheduled for delivery 
and installation during fiscal year 1958. 


Akron, Ohio Indianapolis, Ind. 
Albany, N. Y. Jacksonville, Fla. 
Atlanta, Ga. Knoxville, Tenn. 
Baltimore, Md. Louisville, Ky. 
Birmingham, Ala. Madison, Wis. 
Bristol, Tenn, Memphis, Tenn. 
Buffalo, N. Y. Milwaukee, Wis. 
Burbank, Calif. Nashville, Tenn. 
Charleston, 8. C. New Orleans, La. 
Charleston, W. Va. Norfolk, Va. 
Charlotte, N. C. Oklahoma City, Okla. 
Chattanooga, Tenn. Omaha, Nebr. 
Columbus, Ohio Raleigh, N. C. 
Covington, Ky. (Cincinnati, Ohio) St. Louis, Mo, 
Dallas, Tex. Salt Lake City, Utah 
Dayton, Ohio San Antonio, Tex. 
Denver, Colo. Spokane, Wash. 

Des Moines, Iowa Syracuse, N. Y. 
Duluth, Minn. Youngstown, Ohio 


Fairbanks, Alaska 


Mr. Preston. I think that concludes the hearings on the Weather 
2 > 
Bureau. 

We thank you gentlemen very much. 


Turspay, Marcn 19, 1957. 
SECRETARY WEEKS’ TELEVISION APPEARANCE 


WITNESSES 


HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 

LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 
GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
Cc. D. CURTISS, COMMISSIONER, BUREAU OF PUBLIC ROADS 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The committee will come to order. 

We are glad to have with us again this morning the Secretary of 
Commerce, the Honorable Sinclair Weeks, who had to leave a little 

early when he was here before, and some members did not get a chance 
to ask general questions of the Secretary. 

Before passing the general questioning this morning, several ques- 
tions have arisen in my own mind that I would like to quiz the 
Secretary on. 

NEWSPAPER COMMENTS 


Mr. Secretary, since you were here before in support of this budget, 
it has come to my attention, through the press, that you have made 
certain comments concerning the Commerce budget for 1958. One 
such comment was made, ace cording to the W ashington Daily News, 
on March 18, 1957, contained in an article by Marshall McNeil, entitled 
“Budget Nerve Battle in U Jpper New York State.” 

This article says, and I quote: 


The weekend was studded with budget news. Commerce Secretary Sinclair 
Weeks told an upstate New York TV audience that the President’s $71.8 billion 
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budget merely provides for services Congress ordered. “The way to cut spend- 
ing,” he says, “is to stop continually adding to things that the Federal Govern- 
ment is doing in the way of handouts to the States.” 

Mr. Weeks said, “If Congress want to start cutting, they can take approximately 
$50 million out of his Department’s $804 million budget.” 

“This,” he said, “reflects items that they have increased from the recommenda- 
tions that the Department of Commerce has made.” He did not pinpoint these 
items, 

In the Washington Evening Star, in an article dated March 18, 
1957, by Robert K. Walsh, the same statement by the Secretary is 
contained therein. 

Now, of course, we have no alternative but to explore this a little 
bit, and to find out from you, Mr. Secretary, where we might reduce 
this budget by $50 million. 

So, at this time if you will give us the items where we can reduce it 

by $50 million, we will be glad to make a note of it. 
Could you do that? 
FEDERAL AID AIRPORT PROGRAM 
Secretary Weexs. Respecting the $50 million, I was referring to 2 
items, the first of which encompasses “Aid to airports.” The Depart- 
ment had $20,500,000 in the “Aid to airports,” and felt that we should 
go along at that rate. 

The Congress added, or increased, the amount to $63 million for 4 
years. That is an increase of $42,500,000. I and the Department, as 
well as the administration, were very much against that very substan- 
tial increase made firm for a 4-year period, but the Congress went 
ahead with it. 

The other item 

Mr. Preston. Now, before we leave that, Mr. Secretary, do you 
recommend that we eliminate the $35 million in this bill for Federal 
aid to airports? 

Secretary Weeks. No; I do not recommend you eliminate the $35 
million. 

Mr. Preston. Well, you said here 

Secretary Weeks. I made a statement that the Congress had forced 
additional funds in the amount of $42.5 million into this particular 
grant-in-aid program. I certainly do not recommend eliminating any 
$35 million, and I would come back to the very point that I tried to 
have prevail when the aid to airports bill was before the Congress, 
and to keep the figure at $20.5 million. 

Mr. Preston. Well, now, let us see if this is an accurate statement. 
The News article, in quotation marks, purported to quote you verbatim : 








If Congress wants to start cutting, they can take approximately $50 million 
out of his Department’s $804 million budget. “This,” he said, “reflects items 
that they have increased from the recommendation that the Department of 
Commerce has made.” 

Is that an accurate statement? 

Secretary Weeks. Well, it is and it is not. 

Mr. Preston. Did you say that? 

Secretary Weeks. I said substantially that. I said, in effect, what 
I have just detailed here. 

Mr. Preston. But this article purports to quote you verbatim by 
inserting quotation marks at the beginning of the statement and at 
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the end. Is that an accurate statement as reported by Mr. Marshall 
McNeil ? 

Secretary Werks. Well, obviously, it is not an accurate statement 
as reported by Mr. McNeil, because the aid program involves $63 
million, and the aid program that we recommended involved $20.5 
million, a difference in that item of $42,500,000. 

The fact that it is not all in in this year, I presume, is because the 
work has not progressed to that extent, but the authorization is there, 
and the obligation to spend tke money as soon as the bills come in. 

We may have to come in with a supplemental to take care of the 
obligations. 


SUGGESTED BUDGET REDUCTION BY THE SECRETARY 


Mr. Preston. Were you speaking on this TV program referred 
to in this article from a prepared text ¢ 

Secretary Wenrks. I-was not. 

Mr. Preston. And it is your testimony that this direct quote attrib- 
uted to you is not accurate ? 

Mr. Roonry. Read the quote, would you please, Mr. Chairman, at 
this point in the record, so there will be no misunderstanding on the 
part of the Secretary. 

Mr. Preston. The quote, again, is as follows: 

If Congress wants to start cutting, they can take approximately $50 million 
out of his Department’s $804 million budget. This reflects items that they 
have increased from the ‘recommendations that the Department of Commerce 
has made. 

Now, it is your testimony that that is not an accurate statement? 

Secretary Werks. Well, I do not think you can answer that ques- 
tion categorically. There is a certain amount of money—$35 million— 
in for “Aid to airports” now, but the obligation is there, and when the 
bills come in we have to come up with a request just as we do in the 
operating subsidy in the Maritime Administration. 

If the bills come in and we do not have the money, we come back 
here and ask you for more. 


QUESTION OF WHERE COMMITTEE CAN REDUCE BUDGET 


Mr. Preston. Mr. Secretary, this statement would lead the public 
to believe that there is $50 million in this bill that we could take out 
that you have recommended against. If that is the case, we want to 
know where it is because we want to cooperate with everyone who wants 
to cut this budget. In fact, I suspect we will go them a little better 
before the show is over. Can you find this $50 million for us, and put 
your finger on it this morning, so the committee can be guided along 
those lines ? 

Secretary Werks. I have answered the question as best I can. 

Mr. Preston. All right. Is there any other item besides this Federal 
aid to airports that you want to mention ? 


FOREST HIGHWAY PROGRAM 


Secretary Wrexs. I)mentioned the increase the Congress voted in 
the forest highway program of $7.5 million, which made up the $50 
million to which I referred. 
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Mr. Horan. Tnat figure was a $4.5 million increase ? 

Secretary Weeks. It was increased $7.5 million to $30 million. The 
authorization is $30 million. 

Mr. Preston. Mr. Secretary, are you referring to the basic law that 
authorized that amount, or the appropriations ? 

Secretary Werks. I am referring to the authorization. 

Mr. Preston. The authorization ? 

ma Werks. Yes, sir; the authorization is a commitment to 
spend. 

Mr. Preston. As passed by the Congress? 

Secretary Werks. Yes, sir. 


RESPONSIBILITY OF EXECUTIVE UNDER CONSTITUTION 


Mr. Preston. Let me point out, Mr. Secretary, that there is a dual 
responsibility in this field of authorizing baeadletion, although Con- 
gress passes the act and sends it to the President. 

The Constitution says: 

Every bill which shall have passed the House of Representatives and the 
Senate shall, before it become a law, be presented to the President of the United 
States. If he approve he shall sign it, but if not he shall return it, with his 
objections to that House in which it shall have originated, who shall enter the 
objections at large on their Journal, and proceed to reconsider it. 

So, the authorization bill that you referred to concerning airports 
and the authorization bill you referred to concerning an increase for 
forest highways had not only the approval of Congress, but they also 
had the approval of the President. 

Secretary Weeks. Well, I think if you would give the President an 
item veto, you would get a lot of appropriations back. That is just 
my guess. 

Mr. Rooney. That would not be an answer to the chairman’s 
question. 

PRESIDENTIAL VETO POWER 


Mr. Preston. Not at all. We are talking about an authorization. 
Could he not have vetoed these bills passed by the Congress? 

Secretary Weeks. Unless they come in such a form that he would 
have to veto a lot of other items with it. 

Mr. Preston. What about these specific bills? In these two cases, 
Federal aid to airports and forest highways, they were separate bills 
that he could have vetoed and sent back to the Congress if he had not 
approved. 

Secretary Weeks. I think that is correct, but the administration 
struggled very hard not to have that amount increased. 

Mr. Preston. Well, the President could have vetoed both of these 
bills. There is no dispute about that. We all agree on that. The 
responsibility is not solely on Congress as to the increased authoriza- 
tion. 

Secretary Weexs. Mr. Chairman, I have never said the responsi- 
bility was solely on Congress. In fact, I made a speech a week ago 
Saturday, and I said the Executive had some responsibility and the 
Congress had some, and the people of this country who keep demand- 
ing these services have considerable responsibility. This is a stool 
with three legs to it. 
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INCREASES IN COMMERCE BUDGET 


Mr. Preston. Mr. Secretary, another statement attributed to you 
in this article is as follows: 

The way to cut spending, is to stop continually adding to the things that the 
Federal Government is doing in the way of handouts to the States. 

I do not think anyone can complain about that statement as one 

way to stop spending. But, in the budget before us you have ap- 
proved many items over and beyond the present program level; is that 
not true? 

Secretary Weeks. Well, I may or may not have. Have I, Mr. Moore 
or Mr. Nielson ? 

Mr. Preston. Let us take, for instance, CAA. 

Mr. Moore. Yes; there are some things. 

Mr. Preston. We have a large increase in the CAA program for 
fiscal year 1958, over the present level, do we not, in this budget ? 

Secretary Weeks. Well, where I see a program that I think ought 
to be supported, I would certainly recommend it, and I have in the 
case of the CAA. 

Mr. Preston. We have an increase in the Weather Bureau likewise. 

Secretary Weeks. Over last year? 

Mr. Moore. Yes, sir. 

Secretary Werks. Well, that increase is tied substantially to avia- 
tion requirements and to an increased use of the upper air for trans- 
port, particularly military, and for the necessity to study the upper 
atmosphere as it never has been studied before. 

We are spending, I think, in the Civil Aeronautics Administration 
almost three times what we spent, if you approve the appropriation, 
when I came down here 4 years ago, but I certainly—if you want to 
ride safely in airplanes—think we have to spend it. 

Mr. Preston. Well, in the Maritime area we also have an increase 
as against 1957 of $11 million. 

Secretary Werks. I do not think so, sir. 

Mr. Preston. That includes ship construction. 

Mr. Moore. That is right. 

Secretary Wrexs. We took some out of that the other di ay to ask 
you to shift it over to the Civil Aeronautics Administration’s program 
of VORTAC. 

Mr. Preston. But even so, there are still new items under the Mari- 
time appropriation for ship construction in this budget. 

Secretary Werks. I think the program is less than last year; is it 
not ¢ 

Mr. Rornscuirp. Yes, sir. 

Mr. Preston. It is because of the cut that the committee gave the 
item last year. 

Mr. Moore. I do not think so, Mr. Chairman. 

Mr. Preston. Well, speak up in defense of yourself. 

Mr. Moore. With the taking of the $25.5 million, I believe that— 
well, I know—the ship-construction estimate is less than last year’s 

Mr. Nrexson. Last year, Mr. Chairman, the ship-construction ap- 
pro pen was $100,700,000. 

Mr. Preston. Of course, there was a nonrecurring item in there of 
a nuclear tanker for $18 million. 
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Mr. Roruscuip. All ship-construction items are nonrecurring, Mr. 
Chairman. 






















Secretary Werks. You have got it right there; read it off. “ 
Mr. Preston. But that was a special project. ¢ 
Mr. Moore. Ship construction last year was $100.7 million, and this j 
year it is $94.5 million. . 
Mr. Preston. Your figures are correct unless you take the nuclear i 
tanker out, which was a special item as a nuclear experimental proposi- 
tion, as SORA Pe to the normal shipbuilding program. ‘ 
Mr. Nrexson. Mr. C hairman, all of the ship-construction program Fe 
as such is nonrecurring. 
Mr. Preston. That is right. 
. € 
Mr. Nretson. And is basically a new program each year. | 
Mr. Preston. Yes, sir. : 
Secretary Wrexs. They did not adjust, you see, the $100.7 million. : 
They did not adjust it by the fact that this is a nonrecurring item. r 
Then, we come to this figure which we adjusted the other day when I 
was here, by taking $25.5 million off which brings it down to $94.5 P 
million. ( 
Mr. Preston. Mr. Secretary, these are your self-serving figures pre- ( 
pared by your budget officer. The ship-construction program, while ; 
it may not be recurring as to the individual ship, has a similarity year 
after year in building and replacing cargo ships, and that sort of thing. 
There will not be any recurrence of the construction of the nuclear 
tanker because that was an experimental prototype. . 
Now, speaking of cutting, do you have any new positions in your 7 
own office for fiscal 1958, Mr. Secretary ? ; 
PFRSONNEL REQUESTS FOR GENERAL ADMINISTRATION 
Secretary Werks. Any new positions? 
Mr. Preston. Yes, sir. § 


Secretary Werks. I think there are two men in the “General ad- 
ministration” account. 

Mr. Nretson. We have four. 

Secretary Werks. It is two men, is it not? 

Mr. Moore. No; it is 4 net, 2 in your Office and 2 in the Under Sec- 
retary of Transportation’s Office. 

Mr. Preston. There are 2 in the Under Secretary’s Office of Trans- 
portation, and 2 in Mr. Weeks’ immediate office. 

Mr. Nietson. That is correct. 

Mr. Preston. Making a total of four? 

Mr. Nretson. Yes, sir. 

Mr. Preston. So, economy begins at home like charity, does it not, 
Mr. Secretary ? 

Secretary Weeks. I do not think anyone could controvert that state- 
ment. 


i ae 


COMMITTEE MARKUP ON COMMERCE BUDGETS FROM 1954 TO 1957 


Mr. Preston. Now, let us see: Your comments over TV, as carried 
in the press, would give the impression that perhaps you fear this com- 
mittee might not bring about some economies. 
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Now, for the sake of the record, and for the general information of 
everyone present, I would like to point out that in fiscal year 1954, 
during your administration as Secretary, the budget estimate was 
$1,131,195,925. 

The House committee sustained by the House of Representatives, 
reduced this to $861,136,925, or a reduction under your budget esti- 
mates of $270,059,000. 

In 1955, the next year under your administration, the budget esti- 
mate was for $930,997,000. The House action reduced that to 
$786,872,000, or a reduction of $144,125,000. 

In 1956, while you still were Secretary of Commerce, your budget 
estimate was $1, 347.800.000. The House reduced that to gi 103,560, 000, 
or a reduction of $244,240,000. 

In 1957, last year, your budget estimate, as approved by you and as 
approved by the President and sent eo ongress, was $1,453,568,000. 
The House action reduced that to $1,313,153,000, or a total reduction 

of $140,415,000. 

In other words, Mr. Secretary, since you have been Secretary of 
Commerce and approving budget requests and sending them to the 
Congress through the Bureau of the Budget, this committee has re- 
duced your budget requests by the sum of $798,839,000, which I think, 
isa pretty good record for ec onomy. 

Do you agree that this committee has already been practicing some 
economy in the area of Federal spending? 

Secretary Weeks. I have a very high regard for this committee, 
Mr. Chairman. 

Mr. Preston. Do you agree that we have been practicing some econ- 
omy in the area of the Federal budget ? 

Secretary Werks. In some areas. 

Mr. Preston. Well, if we were to ask you which areas, you would 
go back to those which you have already discussed, would you not? 


BUDGET INCREASE OF 27 PERCENT 


Mr. Rooney. Mr. Chairman, it is awfully difficult to understand 
this. I wonder if in these newspaper articles it was disclosed that the 
Secretary was here this year asking for 27 or 28 percent more money 
than in the present fiscal year ? 

Is there any indication of that ? 

Mr. Preston. Not in the articles, Mr. Rooney. 

Mr. Rooney. That is right; is it not f ? 

Mr. Secretary, you are asking for 27 or 28 percent more ? 

Secretary Weeks. I do not know whether it is 27 or 28 percent; we 
are asking for more. 

Mr. Rooney. We were told by you a week or so ago it was 27 per- 
cent. But in any event, it is the difference between $6: 32,650,000 in the 
current year, and $803,790,000 requested by you in the coming year; 
is that correct ? r 

Secretary Weeks. We are asking for more; yes. 

Mr. Rooney. Are these figures that I gave you correct ? 

Secretary Werks. I do not know whether it is 27 or 28 percent 

What is it? 


89841—57——_34 
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Mr. Nretson. The figures shown in the committee print are 
$632,650,000 and $803,790,000. 

Mr. Rooney. Yes; at page V. The figures I quoted are correct 
and the requested increase is between 27 and 28 percent. 

Am I right? 

Secretary Wwexs. I would like to say—— 

Mr. Roonry. Am I right? 

Secretary Weeks. The figure that was incorporated last year was— 
I want it without the adjustment 

Mr. Rooney. Just take a look at page V, Mr. Secretary, if you will. 

Secretary Weeks. This is before we adjust for nonrecurring items, 
is it not? 

Mr. Nretson. That is correct. 

Mr. Rooney. Let us simplify this. How much more percentage- 
wise are you asking right now than you have at the present time? 

Secretary Weeks. The increase is from $633 million, approximately, 
to $804 million; whatever percentage that is, I do not know. I do 
not have my slide rule with me. 

Mr. Rooney. You were here about 10 days ago and you computed 
it at 27 percent, in answer to a question of mine. Do you recall that? 

Secretary Weeks. Yes, I do. 


’ 


AREA ASSISTANCE LEGISLATION IN PLACE OF THE DOUGLAS BILL 


Mr. Presron. Mr. Secretary, let us pursue this just a step further. 

You are talking in terms of what Congress does by way of authoriz- 
ing legislation that requires additional spending. 

On page 143 of the committee print, at the bottom of the page, there 
is an item entitled “Area assistance activities.” It reads as follows: 

(Under proposed legislation, 1958) legislation will be proposed to authorize 
broader assistance to areas of substantial and persistent unemployment, includ- 
ing loans and grants for the purpose of promoting economic development in such 
areas. An appropriation of $53 million is anticipated for the program, of which 
$50 million is to provide capital for a revolving fund. 

Did you approve that language to go into the budget, Mr. Secretary / 

Secretary Weeks. Yes, sir. ; 

Mr. Preston. You propose to support this legislation ? 

Mr. Rooney. Perhaps this is the $50 million that the Secretary 
was talking about, as reported in the press. Is this the $50 million ? 

Secretary Weeks. No. This is the $50 million-odd for area devel- 
opment, and it is a piece of legislation the administration is supporting, 
and which we hope will prevail over the Douglas bill, which proposes 
about 6 times as much as we propose—if I recall the figure correctly— 
and which passed the Senate last year, but failed, I think, to get a 
rule in the House, so that the legislation was not adopted. 

Mr. Presron. You do support the smaller version of the bill? 

Secretary Werxs. I support the version which is about one-sixth of 
the version that the Democratic bill proposes. 

Mr. Preston. But what you are saying, in effect, is “Although I 
think they can cut out $50 million in this year’s budget, I am going to 
feed them $50 million back that they will have to appropriate for 
area development.” ; 

You are nullifying completely the $50 million you were talking about 
on television by this appropriation, are you not? 
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Secretary Weeks. I would not put it exactly that way. 

Mr. Preston. In my bookkeeping, it comes out even. 

Mr. Yates. How would you put it, then ? 

Secretary Weexs. Can I hope that the committee, or the members 
of the committee, will support our bill in place of the Douglas bill ? 

Mr. Preston. I would not commit any members of the committee as 
to what we shall do if and when this measure comes up, Mr. Secre- 
tary. 

Tdo not mind telling you how I personally shall vote on this measure. 
I am going to be consistent. If I am going to help economize in the 
Government, I am going to vote against this authorizing bill. 

We find, Mr. Secretary, that statements made off the cuff, on a tele- 
vision program, while in the best of good faith and good intention, do 
not always stand up when subjected to the record. 

The Secretary is here primarily for another purpose, but he also 
came back for general questions. Mr. Rooney, do you have any ques- 
tions of a general nature? 

Mr. Rooney. Not at the moment. 

Mr. Preston. Mr. Clevenger ? 


MERITS OF TACAN 


Mr. Crevencer. I may be all wrong, Mr. Secretary, but I have got 
a strong feeling that everything is not strictly “Kosher” on that shot- 
gun wedding between Tacan and our VOR. 

I would like, before I embark on a 600 to 700 million dollar spend- 
ing plan, to feel assured that TACAN will deliver the goods. I cannot 
imagine the improvement being so rapid in 2 years. I have seen noth- 
ig that would lead me to believe it. 

I, for one, have got an uneasy feeling, and when I have those things, 
they usually pay off. This thing, as I said, just does not smell right 
to me. 

I would like some assurance from you, if you have it, or from some 
source, other than just the statements we had here, that this is a success- 
ful operation and will give us the air safety that we want, and it is 
practicable. It is a 600 to 700 million dollar venture. That is a lot of 
money in my book. 

Seeertary Weeks. I will ask Mr. Rothschild to answer that. 

Mr. Roruscuiip. May I answer that, Mr. Clevenger ? 

Mr. Cievencer. I want somebody to answer it. As I told you, I do 
not think the thing is wholly kosher. 

Mr. Roruscuitp. I could see where anyone who has not been in the 
thick of this would have some reservations about it. 

In order to try to dispel those reservations of yours and anyone 
else’s, we have arranged to have a trip to the VORTAC installation at 
Phillipsburg. 

Mr. CLEVENGER. You remember I made one to Atlantic City 2 years 
ago. 

Mr. Roruscuitp. That was for TACAN, not VORTAC. 

Mr. Crevencer. This is one part of the shotgun wedding I re- 
ferred to. 

Mr. Roruscnitp. We would hope every member of the committee 
could go along on that trip so that they could see firsthand just exactly 
how this is operating. ; 
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I agree with you that they should see, and several members of the 
committee have indicated they would want to go. I hope you, too, will 
find it possible to go, because you will have your fears put at rest, I am 
coniident. 

Mr. Cievencer. Just one little trip to one installation and you could 
remove that fear ? 

Mr. Roruscump. We could not take you to more than one installa- 
tion. That is all we have at the moment, Mr. Clevenger. 

Secretary Weeks. Mr. Chairman, this air navigational equipment 
is a modern scientific development. It is something that the layman 
does not understand. I think you have to take some things on faith. 
You surround yourself with people who understand this equipment, 
and what its potential of service is. Starting in our own Depart- 
ment—there are Mr. Rothschild and Mr. Pyle of Civil Aeronautics. 
Mr, Curtiss, who was studying this overall picture from the White 
House standpoint, is a longtime expert in the field, and he has sur- 
rounded himself with expert people. With these, and the Air Force 
investigations and studies—you have people, I think, who are men of 
character and ability and know the subject. I think the layman has 
to realize what is ahead of us in this air business and follow the lead 
of those who we think know their business. 

Mr. Cievencer. I do not want to be like the trusty sheep down at 
the stockyards that follows the billy goat up to the slaughter pen and 
he detours to the right and they go into the slaughter pen. They do 
it all day long, and there has not been a goat killed yet. 

Secretary Weeks. I do not want to have you in that position, Mr. 
Congressman. 

TOLEDO AIRPORT 


Mr. Crievencer. It would not be the first time I have been taken 
for a ride, I would remind you. 

I agree that we should keep the lid on this. I helped get it in shape 
for you when you came here with these airfield matters. I think the 
money ought to be spent where the traffic is. I do not want to get 
into any of these cow pasture field maneuvers any more—-building 
them hither, thither, and yon. We have got a beautiful example in 
Toledo, with the new airport that the city built with its own money. 

But we cannot get flights to make the field of any particular use 
because they are just not there. The big lines do not want to stop. 
If you are in Miami and want to go to Toledo, you can go to Detroit 
quicker. That is where the flight would go. 

The pattern is pretty well set. They have had it for a couple of 
years and are now trying to arrange for improved local flights. It is 
just that putting millions into that airport and getting assessed for it 
did not bring the flight pattern they wanted. About once or twice a 
day you can fly into that airport, yet there are 400,000 people living 
there in the county. 

Secretary Wrexs. Have you made a request of the Civil Aeronau- 
tics Board, which has control ? 

Mr. Crevencrr. I do not think they would have any difficulty with 
the CAB, but the airline companies do not want to make the stop. 

Secretary Weeks. The CAB runs the route pattern. I think they 
can have them stop if you make a case. 
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AIRPORT DAMAGE CLAIMS 


Mr. Crevencer. I have sat here during the time of the air damage 
claims connected with the Government-built ports. The man who used 
to present the claims to us used to almost drown with perspiration 
when he presented those fake claims for damage. 

Uncle Sam was a goat for years, until finally I lost my temper one 
morning and I said, “This is it; we do not take any more,” but the 
Senate said, “You can keep adding them. You can bring them down 
here,” and this poor devil had to go through this ordeal. 

It was a southern port usually what they claimed was settled in full. 
If they looked at a northern port, that was settled. It was customary 
to give them 20 or 25 percent. That was a scandal. It would have 
been excused, if Iwas not a little bit skeptical of this outfit. I do not 
want to open that up again and open the Treasury of the United 
States to such ungodly raids as they made on us here for years. 

I did something about it when I became chairman and we had it 
off our hands right quick. Now the legislative committees, I will 
have to admit—it was not your Bureau—pushed more money on your 
hands than you want. You just said so and we know it is so. 

I can vote against them, but we happen to be the minority. The 
public does not believe it. They charge us with the responsibility of 
this action. I just do not want to make a $700 million mistake on 
this air-safety program. I do not think it has been properly demon- 
strated to us that the bugs have been picked out of that thing. 


INSPECTION OF VORTAC INSTALLATION 


Mr. Roruscuip. That is precisely why we want you to take a trip, 
Mr. Clevenger. You name the date and we will set it up for you. 

Mr. Yates. Will we know more after the trip than before ? 

Mr. Crievencer. I doubt it. We know they lost us on a perfectly 
bright day up at Atlantic City. They found the one I was on, but 
the one Mr. Horan was on they could not locate. 

Mr. Yares. How did Mr. Horan get back ? 

Mr. Crevencer. He was up in the air. He was definitely in no 
danger. 

Mr. Horan. I definitely want to go on that i 

Mr. Crevencer. They did not locate your plane. It was a pretty 
day and they knew right where they were. You will just have to 
pardon me if, in an excess of caution, I feel that way about it. I am 
really anxious to have safety in the air and the last thing I want is 
national bankruptcy for my country. 

If we keep on the way we are going, I agree with the Secretary 
of the Treasury, I do not want my hair curled. I have got a nice head 
of white hair and I want to keep it just as long as I can. It does not 
look well curled, but it is a serious matter to me, to come here and 
adopt a $700 million program to start, with no assurance that it is 
going to bring the thing we want, which is air safety. 

I have said too much, perhaps, but I still think that it is just not 
strictly “kosher.” 

Mr. Presion. Mr. Bow, do you have some general questions ? 

Mr. Bow. Yes, Mr. Chairman. 
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INCREASE IN AUTHORIZATIONS 


Mr. Secretary, reference has been made to this TV program that 
you were on. think perhaps the reporting of it was somewhat. un- 
fortunate. I am sure the Secretary meant no offense to this committee. 

The chairman has indicated what the Constitution provides. I 
should like to refer to the Constitution, article I, section 7, which pro- 
vides that: 


No money shall be drawn from the Treasury but in consequence of appropri- 
ations made by law. 


So the Secretary is quite correct when he refers to it being the 
responsibility of the Congress on the question of appropriations. 

On the question of authorization, t the Secretary has spoken about 
aid relating to Federal airports. I might say that I not only voted 
against that bill, but I spoke against it on the floor of the House, be- 
cause it took away from the Appropriations Committee its authority 
on making appropriations for aids to airports. 

It is the great authorizations that have been made by the Congress 
that have increased the budget materially from time to time. 

I read the article last night, as did the chairman. I was at first 
surprised, but after thinking it over, I came to the conclusion perhaps 
the Secretary had some substance in what he had to say. 

I can assure you that knowing this committee as I do, and each 
member of it, that we will look “this budget over carefully, and we 
will take from it anything that we believe—at least so far as this mem- 
ber is concerned—is not ‘absolutely necessary, as we have done in the 
past. 

That is all I have, Mr. Chairman. 

Mr. Preston. Mr. Horan, do you have any general questions ? 

Mr. Horan. Off the record. 

( Discussion off the record. ) 








TIMBER SALES 


Mr. Horan. If I may go back on the record, now, I do not know 
whether the committee is aware of the tremendous income we re- 
ceive from timber sales and grazing fees from our Federal forest 
reserves. If I may, Mr. Chairman, ‘at this point, since we are con- 
sidering a considerable sum here for forest highways, I would like to 
read into the record the income we get from our forest st umpage sales 
and grazing fees. 

In fiscal year 1956 we got a total income of $116,997,000 out of forest 
reserves; fiscal year 1957, we got a total of $123,930,000 from our timber 
sales. 

Secretary Werks. Is that just stumpage? 

Mr. Horan. No; grazing fees and our stumpage was $116,730,000. 
Last year our stumpage was $110,124,000. 


FOREST HIGHWAYS PROGRAM 
UNEXPENDED BALANCES 


We are estimating total sales of $148,750,000 from timber sales this 
year, a total income from the forest reserves of $156,400,000. How- 
ever, as important as forest highways are, without which, of course, 
we cannot have forest roads and trails, which open up working circles 
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and allow us to make these timber sales, I would gather, from reading 
the committee print that you did not spend all your money that was 
allowed you for forest highways last year. 

Is that true, Mr. Curtiss ? 

Mr. Curtiss. That is correct. We carried forward into this fiscal 
year an unexpanded cash balance of approximately $1,300,000. How- 
ever, it should be understood that for all practical purposes a figure 
of that size in this program represents little more than working bal- 
ances in the several disbursing offices handling payments of forest 
highway construction vouchers. Against that small unexpended cash 
balance we carried forward unliquidated obligations totaling $18,452,- 
000, plus. 

I might add also that during the 1956 fiscal year, obligations were 
recorded in connection with contracts awarded and survey and design 
work authorized, for a total of $20,600,000. This total is $1,900,000 
below the authorization rate for forest highways at that time. 

Mr. Horan. Do I gather from that that your authorization was for 
$30 million ? 

Mr. Curtiss. No, sir. Not for the fiscal year 1956. The $30 million 
authorizations were not effective until the passage of the 1956 act 
which provided the larger authorizations for the fiscal year 1958 and 

1959. 

Mr. Horan. Mr. Curtiss, would you please explain briefly how the 
forest highway program operates and what is involved in your budget 
estimate. 

Mr. Curtiss. I would be pleased to. The authorizations for the 
forest highway program are provided in the regular Federal-aid high- 
way acts. Authorizations for the fiscal years 1956 and 1957 in the 
amount of $22,500,000 for each year were provided by the 1954 High- 
way Act. The 1956 Highway Act increased the authorizations to $30 
million for each of the fiscal years 1958 and 1959. 

Contract authority is provided for the forest highway program, 
which of course means that following the apportionment of funds by 
States, contracts can be awarded and. survey and design projects may 
be authorized which results in obligations being inc urred in advance 
of actual appropriation of funds to liquidate those obligations. 


OBLIGATIONS 


During recent years we have administratively controlled the pro- 
gram to " oblig ite approximately the annual authorization rate each 
year. On that basis during 1956 our program objective called for 
obligation of approximately $22,500,000. The reason we failed to 
reach this figure is because many of the States in the East who par- 
ticipate in the forest highway apportionments must necessarily save 
up several years’ appor iaepeutinhalten a sufficient amount is available 
to award a project of reasonable size. Generally speaking, we would 

take the view that our program objective for 1956 in total obligations 
was attained. 

During the fiscal year 1957 it has been our objective to obligate ap- 
proximately $30 million, which is consistent with the new authoriza- 
tion level. It should be recognized that the first of the larger au- 
thorizations—the one for fiscal year 1958—was apportioned by States 
effective August 1, 1956. 
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In a construction program such as forest highways, where contract 
authority is provided, it is not necessary to request appropriations at 
the time obligations are expected to be incurred, since a considerable 
lag occurs bet ween obligation and expenditures. In other words, our 
appropriation estimates are simply the best estimates we can make of 
the cash that is expected to be required to make contract liquidating 
payments to contractors as the forest highway projects progress and 
are completed. 

For that reason, during a fiscal year in which we are obligating the 
funds authorized for that fiscal year, it is quite likely that our ap- 
propriation estimates for that same year will represent appropriation 
of funds authorized for the previous year or perhaps even a part of 
the year before that. 

During fiscal year 1957 we are actually obligating a part of the 
funds authorized for the fiscal year 1957 as well as a portion of the 
funds authorized for the fiscal year 1958. On the other hand the ap- 
propriation for the fiscal year 1957 represented $16,750,000 of the fiscal 
year 1956 authorization and $6,250,000 of the 1957 authorization. 

In the case of the 1958 estimate, obligations will be against portions 
of the authorizations for fiscal years 1958 and 1959, while our budget 
estimate of $28 million would represent appropriation of the $16,- 
250,000 balance of the 1957 authorization and $11,750,000 of the au- 
thorization for fiscal year 1958. 

Right now, or as of March 1, we had a balance of unliquidated obli- 
gations totaling $18,274,000 with an unexpended cash balance of $8,- 

153,000. Accordingly we now have, as permitted by contract author- 
ity, obligations approximating $10 million above the cash that has been 
appropriated. The estimate of $28 million contemplates liquidation 
of those existing obligations in excess of our available cash, plus $18 
million which will be used to liquidate payments as they accrue from 
obligations which will be incurred during the remaining months of 
this fiscal year and during the fiscal year 1958. 

Mr. Horan. You indicated twice the other day that we could safely 
make a cut of $4,500,000 in forest highways, Mr. Secretary, when you 
appeared before the subcommittee. 

Mr. Rooney. What was the amount ? 

Mr. Horan. $414 million. 

Secretary Werks. Are you asking me a question ? 

Mr, Horan. Yes. I say you indicated that we could safely make 
a cut—and you mentioned this twice. I just want to know why you 
felt so certain that we could make a cut under the budgeted amount 
of $28 million for forest highways, realizing, of course, what it means 
in terms of national economy and the nat ion: al income. 

I just wondered why you were so certain that we could make a cut 
of $4.5 million on this item. 

It is a very serious matter, Mr. Secretary, particularly to me. I 
will be frank with you. If we cannot spe nd the money, there is no 
use of appropriating it, but why were you so certain about that? You 
mentioned it twice. 

Secretary Weeks. I merely felt that I thought it would have been 
better to hold to the previous level of appropriation authorization and 
appropriate, because last year we passed this great highway pro- 
gram. 
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Mr. Horan. The highway program does not affect the Federal re- 
serves. That is the duty of the Federal Government, to build those 
highways. Then they turn them over to the States for maintenance, 
but your Federal highway system, as far as I understand—Mr. Curtiss 
can correct me on this—your Federal highway appropriations do not 
affect Federal reservations, do they ? 

Mr. Curtiss. Yes. There are some 800 miles of the forest highway 
system that are on the Interstate System, and in total approximately 
75 percent of the 24,000 miles of the forest highway system are on either 
the-primary or secondary Federal-aid highway system. 

Secretary Weexs. All I was talking about was that I thought the 
level of expenditure in this field ought to be held about where it was. 
That is what I intended to say. 

Mr. Horan. The point I am trying to get at is, Did you or did you 
not pad this figure ? 

Secretary Werks. No. What we have put in is in accordance with 
this higher authorization that was included in last year’s legislation. 
We have not padded any figures that I know of. 

Mr. Horan. Now, just a minute. You are the administration. You 
are responsible for the expenditure of funds. You are the ones that 
are obligating and allocating funds. 

Mr. Roonry. They do not have to spend the funds Congress gives 
them either, do they, Mr, Horan ¢ 

Mr. Horan. The point I am getting at here is this: I am rather 
jealous of forest highway funds. Is it higher than what you are able 
to honestly and properly allocate and spend, in terms of your last 
year’s experience { 

Mr. Roruscnitp. We obligated all that money in the years in which 
it happened. 

Mr. Curtiss. I did not get that. 

Mr. Rornuscutp. We obligated the $30 million. 

Mr. Curtiss. It is not all obligated yet. We have obligations at 
this time of about $10 million in excess of our cash balance. 

Mr. Horan. Just what does that mean ? 

Mr. Curtiss. That means that, if we were to stop letting contracts 
all together, that $10 million would enable us to liquidate the pro- 
gram, but we would have to stop letting contracts. The program 
would stop. 

Mr. Horan. I do not want to prolong this too much, Mr. Chair- 
man, but I wish you would tell me whether you need the $28 million 
or you do not. 

Mr. Rornuscuitp. We do need it, Mr. Horan. 

Mr. Horan. Do you need all of it? 

Mr. Rorumscui. Yes, sir. 

Mr. Horan. I would like to have Mr. Weeks, if you will, expiain 
to me why he said he could cut $4 million. 

Secretary Werks. The authorization was increased about $7.5 mil- 
lion. What I was talking about was the continuous stepping up of 
the authorization. If you authorize it, we have to go ahead and carry 
out the program. 

Mr. Roonry. That is not so. 

Secretary Werks. That is news to me if it is not so, Mr. Congress- 
man. 

Mr. Horan. What we try to do on this subcommittee is measure 
out the money in terms of wise expenditures. I am trying to find out 
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whether or not you need the $28 million, and Mr. Rothschild tells me 
you do. Mr. Curtiss, I gather that you can make a safe cut here with- 
out hurting anything, or imperiling the tremendous income we are 
getting from this source. 

Mr. Curtiss. I do not think I said quite that, Mr. Horan, 

Mr. Horan. I want you to correct the record then. 

Mr. Curtis. I did not intend to say that. I said that if we were 
to reduce this estimate to approximately the amount that was ap- 
propriated last year 

Mr. Horan. That would be $23.5 million, a half million more. 

Mr. Curtiss. That is right. We would need to go more slowly in 
advancing new projects to contract. Normally, if the $28 million 
estimate is continued, we would step up our obligation rate to $30 
million this fiscal year. 

Mr. Horan. I do not want to belabor this further. It is important. 
I do have one area in my own district where timber grows very slowly. 
We have about 3 billion board-feet of timber, much of it mature and 
in need of foresting. It is of great need to the Federal Government, 
if we can open this up. 

We are not talking about something silly here. This is income for 
the Federal Government, obtained from sales from forest reserves that 
need harvesting at this time. Whatever the amount we appropriate 
for forest highways isa pretty good investment. 

That is all, Mr. Chairman. 

Mr. Curtiss. May I say something off the record, Mr. Chairman? 

(Discussion off the record.) 

Mr. Preston. Mr. Rooney, do you have another question ? 





REQUEST FOR FOREST HIGHWAYS 


Mr. Rooney. Mr. Chairman, there is something I should like to have 
cleared up in my mind with regard to this forest highways item. I had 
been under the impression, from the testimony of the Secretary, on the 
opening day of these hearings, that we might make a cut to the extent 
of $4.5 million in forest highways appropriations. 

It now appears that you want $28 salfiing=the full amount of your 
budget estimate; is that correct? 

Secretary Weeks. We have asked for $28 million have we not? 

Mr. Nietson. That is what we asked for, Mr. Rooney. 

Mr. Roonry. What did you ask of the Bureau of the Budget in this 
regard ? 

Mr. Curtiss. $28 million. 

Mr. Roonry. The same amount? 

Mr. Curtiss. Yes, sir. 

Mr. Rooney. Is this amount for forest highways the highest amount 
in the history of the Government ? 

Mr. Auten. Yes; it is the highest appropriation, I believe. 

Mr. Rooney. I want to understand these figures at page 106 of the 
committee print, which show in the fiscal years from 1950 to 1958 the 
amounts requested by the administrations and the appropriations each 
year made by the Congress. 

Upon looking at this, Mr. Secretary, page 106 of the committee print, 
it would appear that in the fiscal years from 1950 to the present time 
there was only 1 year in which the Congress appropriated money above 
and beyond the amount requested by the administration; is that cor- 
rect ? 
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Mr. Nimrson. In 1955 it appears that the estimate was $10 million, 
and the appropriation was $15 million. 

Mr. Rooney. In all those fiscal years from 1950 to 1957, is that the 
only year in which the Congress increased the appropriation above 
the amount asked for by the administration ? 

Secretary Werks. That is what the record says. 

Mr. Rooney. And that fiscal year, 1955, the one instance of an in- 
crease over the amount asked of the Congress, was in the 83d Con- 
gress, was it not ? 

Secretary Werks. That is fiscal 1955 is it not? 

Mr. Nrexson. Yes. 

Secretary Werks. Yes. It was. 

Mr. Rooney. Wasthat a Republican or Democratic Congress ? 

Secretary Werks. Are you asking me a question ? 

Mr. Roonry. Yes. I am asking you a question, Mr. Secretary. Was 
that a Republican or Democratic Congress? 

Secretary Werks. As I recall, it was a Republican Congress. 


GRANTS IN AID AND LOANS 


Mr. Roonry. Now, in connection with the matter referred to in the 
colloquy earlier this morning with Mr. Preston, the distinguished 
chairman of the committee, he quoted you from a news item by Mar- 
shall McNeil as having said— 

The way to cut spending is to stop “continually adding to the things that the 
Federal Government is doing in the way of handouts to the States.” 

What did you mean by that? What did you mean by “hand- 
outs?” 

Secretary Werks. Grants-in-aid. 

Mr. Rooney. Grants-in-aid and mostly loans to the States? 

Secretary Weeks. Mostly grants-in-aid. 

Mr. Rooney. We find you here this morning at page 143 of the 
committee print asking for $53 million for “broader assistance to areas 
of substantial and persistent unemployment, including loans and 
grants.” 

Would you say those are handouts? 

Secretary Wrexs. That comes under the general classification of 
grants-in-aid. 

Mr. Rooney. Ora handout? Let us understand one another on this, 
Mr. Secretary. Are these the kind of handouts you were referring to? 

I did not hear your answer. 

Secretary Weeks. I did not understand there was a question. 

Mr. Rooney. Oh, yes; there is a question. 

There appears on page 143 of the committee print your language, 
“including loansand grants.” Are these handouts? 

Secretary Weeks. All of these things are grants-in-aid. 

Mr. Rooney. Yes. Did you refer to these sort of things in your radio 
or television appearance as “handouts to the States” ? 

Secretary Weeks. If the newspaper says I said it, I guess I did. 

Mr. Rooney. So now we find that, although you, on a television pro- 
gram, reported in yesterday’s Washington News by Marshall McNeil, 
said: 


The way to cut spending is to stop continually adding to the things that the 
Federal Government is doing in the way of handouts to the States, 
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at page 143 of this committee print you propose the exact same thing 
with regard to area assistance activities to the tune of $53 million. 

Is that a fair statement? 

Mr. Nizxson. Mr. Chairman 

Mr. Rooney. The Secretary might answer this. ' 

Secretary Werks. That was brought out about an hour ago in the 
record. 

Mr. Rooney. I am trying to improve the record, Mr. Secretary. 

Secretary Werks. Oh, you are trying to improve the record. 

Mr. Rooney. Yes. 

Secretary Werks. As far as this particular matter is concerned, $50 
million of it is a revolving fund for loans. As I pointed out before, 
it is just about, I think, one-sixth of what the Democratic Party is 
proposing. 

Mr. Rooney. This is by way of the “handout” that you have been 
telling your television audience about. You now come along and you 
want $53 million; is that correct ? 

Secretary Wrexs. Well, I do not call a “handout” a loan that is 
going to come back to the Treasury, do you ? 

Mr. Rooney. I shall have to ask you this question : How much of the 
$53 million would be by way of “handouts?” 

Secretary Werks. I do not think any of that particular item. There 
is $50 million in the revolving fund. 

Mr. Rooney. Just so we understand one another, I thought you said 
that grants-in-aid were “handouts.” 

Secretary Werks. This, I do not think you could call a grant- 
in-aid. 

Mr. Roonry. How much of the $53 million would be for grants? 

Secretary Werks. None of that. Three million dollars is for re- 
search and development and about $50 million for the revolving fund. 

Mr. Nretson. About $1,500,000 for grants, as I understand it. 

Mr. Rooney. And that is out of the $53 million, the amount that 
you mentioned ? 

Mr. Nretson. $50 million is to provide the capital for the revolving 
fund. 

Mr. Rooney. Will there be any money paid out of the revolving 
fund in grants? 

Secretary Werks. No. 

Mr. Nrevson. No. This is, of course, money that would come back 
into the Treasury. 

Secretary Weeks. It is loaned for construction projects and comes 
back on the same basis as other capital that is provided by local and 
State contributions. 

Mr. Roonry. The grants would not come back to the Treasury, 
though, is that not so, Mr. Secretary? 

Secretary Werks. $1,500,000 is for grants. 








INCREASE IN COST OF GOVERNMENT AND THE EXPANDING ECONOMY 


Mr. Yates. On page 4 of your statement you say: 


One of the most recent facts coming out of the Bureau of the Census is that 
our population has passed the 170 million mark and by 1960, just 3 short years 
away, it is expected to be at the 180 million. This tremendous growth in popula- 
tion reflects itself in every aspect of our economy. 
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zg I think that is a significant statement. Do you not believe that the 
cost of Government must keep up with the cost of an expanding 
economy ? 


Secretary Weeks. Yes. 

Mr. Yates. Why, then, are you so horrified by the size of this budget 

> if, in fact, our economy is penne at such a rate? 

You say on page 1 of your statement: 

In addition provision is made in our scientific and services to business activi- 
ties to recognize the unprecedented growth of our national economy by providing 
services and information to the business communities to insure sound economic 

) growth in the future. 
Our economy is growing tremendously, is it not? 
Secretary Werks. Yes. 

Mr. Yarers. And it has grown tremendously in the last 20 or 25 
vears. The Eisenhower administration takes pride that our economy 
has grown so significantly, does it not ? 

Secretary Werks. Yes. 

Mr. Yares. Does not the cost to the Government have to keep up 
with the growth of the economy ? 

Secretary Werks. Some parts of the cost of Government certainly. 

Mr. Yates. Do not our school systems have to keep up with the 
growth of our population and the growth of our economy ? 

Secretary Weeks. Certainly. 

Mr. Yates. Would you not think that if the States do not find they 
are able to take care of the school needs of their communities that the 
Federal Government should assist them in their programs of providing 
sufficient educational facilities for our own American children ? 

Secretary Weeks. With all respect, I will comment on my own bud- 
get, but I am not going to comment on other departmental budgets. 

Mr. Yates. Were you commenting on the Department of Commerce 
budget in connection with your interview with Mr. McNeil? 

Secretary Weeks. So far as I know, yes, I think that is correct. 


SUBSIDY OF MARITIME AND AVIATION INDUSTRIES 


Mr. Yares. Insofar as “handouts” are concerned, should the Gov- 
ernment continue to subsidize maritime activities ? 
Secretary Weexs. If we want a merchant marine we should con- 
tinue. 
Mr. Yates. And that is expensive, is it not ? 
Secretary Weeks. Yes. 
Mr. Yates. Do you believe it is wise in national policy to continue 
such activities? 
Secretary Weeks. Yes. 
Mr. Yates. Do you believe that it is wise national policy to continue 
to subsidize the airlines? 
| Secretary Wrexs. In the manner that we are now; yes. 
' 
i 


FEDERAL AID AND FOREST HIGHWAYS 


Mr. Yares. Do you believe it is wise for the Federal Government to 
spend as much money as it is in connection with the highway program 
in this budget ? 





ee 





540 


Secretary Wzeks. Yes, except for the reservation I made on the for- 
est highways. 

Mr. Yates. With respect to forest highways? 

Secretary Werks. Yes. 


CHRISTIAN SCIENCE MONITOR ARTICLE 


Mr. Yates. An article appeared in the Christian Science Monitor 
of March 18 which in some measure criticized the Eisenhower admin- 
istration for taking the propaganda attack of seeking tocut the budget 
rather than trying to launch an educational campaign to show how 
little the budget can be cut. 

As a member of the Eisenhower administration do you agree with 
that, or are you inclined to agree with Secretary Humphrey about 
the curling hair as a result of the extra expenditures ? 

Secretary Weeks. I would have to take an article hike that and read 
it carefully and think about it. I cannot speak off the cuff on a gen- 
eral statement of that kind. 

Mr. Yates. You do not know of any other way than those you have 
already indicated to this committee how the Department of Com- 
merce’s budget can be cut further ¢ 

Secretary Werks. That is correct. 


DISCUSSION OF SECRETARY’S STATEMENT TO PRESS 


Mr. Roonry. Mr. Secretary, when you talked on television of 
“handouts” were you referring to an item such as the State marine 
schools, which appears at page 76 of this committee print ? 

Secretary Werks. No. 

Mr. Roonry. You would not call that a handout ? 

Secretary Weeks. No. 

Mr. Rooney. How about grants-in-aid for airports? 

Secretary Weeks. Well, that is a grant-in-aid. 

Mr. Rooney. Was that the sort of thing that you were referring to? 

Secretary Werks. That is a colloquial expression, passing money 
around to be spent in every district. 

Mr. Roonry. I do not think there is anything sinister about the 
word “handouts,” but you used the word and I am trying to under- 
stand exactly what you meant. Were you meaning an item such as 
grants-in-aid for airports? 

Secretary Weeks. I am sure that you understand that I mean in 
general money that is spent in every congressional district all over the 
country. 

Mr. Rooney. I would figure that is what you mean in general. I 
am trying to find out what you mean specifically. Were you referring 
to grants-in-aid for airports? 

Secretary Werks. Well, I was referring to the general process 

Mr. Roonry. Would you say the grants-in-aid for the airport pro- 
gram was a handout program ? 

Secretary Weeks. I would call that a grant-in-aid program. 

Mr. Roonry. What did you mean when you said “handouts” ? 

Secretary Werks. I would have to see. 

Mr. Roonry. You said: 





The way to cut spending is to stop continually adding to the things that the 
Federal Government is doing in the way of “handouts” to the States. 
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Let us have some examples of “handouts” to States in your Depart- 
ment of Commerce bill. 

Secretary Werks. I would have to go through the budget. I would 
be glad to make an analysis of it and provide the information for you 
for the record. 

Mr. Roonry. Are we to understand there are no handouts in the 
Department of Commerce’s budget of $804 million ? 

Secretary Weeks. Do you want me to take the time to go down 
through the budget item by item ? 

Mr. Rooney. Sure. I will try to save you the time. I am asking 
you specifically what about the grant-in-aid for airports? 

Secretary Weeks. I have said “three times that a “handout” is a col- 
loquial expression used with respect to this process of voting money 
to spend across the country in the several districts. 

Mr. Rooney. Mr. Secretary, I bring you back to your own words: 

The way to cut spending money is to stop continually adding to the things that 
the Federal Government is doing in the way of handouts to the States. 

Will you please look at your budget and tell us where there are 
handouts to the States / 

Secretary Weeks. I will look it over and let you know. 

Mr. Roonry. Take a look at it now, Mr. Secretary. You have a 
copy of your budget. Just take a look at it. 

Secretary Weeks. In this general area of grants-in-aid, spending 
money as I have described it, I see just three items in the budget. 
One is the aid to the airports, one is the $1,500,000 in the Office of 
Area Development, and the other is the $660,000 in the State maritime 
schools. 

Mr. Rooney. That is what you were referring to when you were on 
the television program; is that correct ? 

Secretary Weeks. No; I was not referring to those three specifically. 

Mr. Rooney. Were these included in those you were referring to? 

Secretary Weeks. No. 

Mr. Rooney. Why do you make exceptions with regard to these— 
because you are here asking for all the money in connection therewith ? 

Secretary Weeks. No. “I told you, in this field of aid to airports, 
Congress forced $42,500,000 on us on top of what we asked for. 

Mr. Rooney. How much are you asking for? 

Secretary Werks. In this budget? 

Mr. Rooney. Yes. 

Secretary Weeks. Just the amount of the liquidating fund that is 
required. 

Mr. Roonry. How much? 

Secretary Werks. $35 million; is it not? 

Mr. Rooney. Would you say that the $35 million represents “hand- 
outs” ? 

Secretary Weeks. I have answered that question. 

Mr. Rooney. I do not think you have. 

Secretary Weexs. I have answered it all I am going to. 

Mr. Rooney. I think that you have dodged all around the lot on that 
one. It is a fair question, in view of the fact you made these state- 
ments on a television program. I think the public feels that it should 
be the duty of the Appropriations Committee to find out exactly what 
you meant. 
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Secretary Werks. I have answered the question. 

Mr. Roonry. Let me ask you this question: This refers again to 
your statement that the way to cut spending is to stop continually add- 
ing to the things that the federal Government is doing in the way of 
handouts to States. Are there any handouts to States included in the 
budget that you now recommend which should be cut, and thus stop 
spending ? 

Secretary Werks. I just answered that question. 

Mr. Roonry. I wonder if you would answer it again. 

Secretary Weexs. I answered it. It is in the record. 

Mr. Roonry. That is your answer? 

Secretary Weeks. Yes. 

Mr. Rooney. Very well. There is always a final answer to that. 

Mr. Yates. Mr. Secretary, when you spoke in connection with 
“handouts,” you are referring to the grants-in-aid programs to the 
States. What about “handouts” to private industry that are contained 
inthis budget? Are you opposed to such handouts? 

Secretary Weeks. I do not think that there are any in the budget. 

Mr. Yates. The maritime subsidies are not “handouts” to private 
industry ¢ 

Secretary Weeks. I have already said that I am for the maritime 
program because if we are going to have a merchant marine that is 
what we have to do. 

Mr. Yates. Those “handouts” are perfectly proper ? 

Secretary Weeks. I do not call them a “handout.” 

Mr. Yates. Would the same answer be true with respect to the sub- 
sidies for airlines? 

Secretary Weeks. No. 

Mr. Yates. Would you consider those “handouts” ? 

Secretary Weeks. No. 

Mr. Yates. You think that those are necessary ? 

Secretary Weeks. Yes. 

Mr. Yates. Are there any other subsidies to private industry con- 
tained in this budget ? 

Secretary Weeks. I know of none offhand. 

Mr. Yates. The subsidies to the airlines are the same types of 
handouts as those to the maritime? 

Secretary Weexs. We administer the maritime payments and the 
CAB administers the subsidy for airlines. 

Mr. Yates. It is the same character of subsidy ; is it not? 

Mr. Roruscuitp. Not exactly. 


CENTRAL CONTROL OF EXPENDITURES FOR TRANSPORTATION OF PERSONS 
AND THINGS 


Mr. Fioop. I was wondering, Mr. Secretary, if it would be feasible 
or practicable to set up in your shop some place something in the nature 
of a central transportation bureau for all Federal agencies and depart- 
ments for at least the purpose of having tariff and rate information 
available, and a department exercising some kind of right of veto or 
contro] over travel, transportation of things, and persons. We have 
about $2.5 billion in this entire budget devoted to transportation of 
persons and things. It is scattered all over the lot. There does not 
seem to be any one place where anybody can go and get the informa- 
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tion on routes, tariffs, and schedules. Every transportation man is 
on his own. It would occur to me that there could be vast savings of 
dollars if in some Government department—and I thought of yours— 
there would be set up a bureau of transportation to supply those things 
and that information and that service to the various Federal agen- 
cies, bureaus, and departments. 

Secretary Weeks. In a general way the basic statutes of the De- 
partment of Commerce say that it shall foster and promote domestic 
and foreign commerce and transportation, and following through the 
years it has been developed to the point where in effect we have a 
transportation division and a Under Secretary for Transportation. 

Mr. Fioop. I know. I have in mind not merely a policy-level opera- 
tion but an operating, functioning bureau within your Department of 
full stature which would be dedicated to this vast program of transpor- 
tation of persons and things within the Federal departments and agen- 
cies with the right of vetoing the abuses of some transportation people 
of other departments if they were going the wrong way and the long 
way, or spending funds unnecessarily, and so on, What about that? 

Secretary Weeks. I do not think that I quite understand what you 
have in mind, Mr. Flood. If you are talking about rates, you have the 
Interstate Commerce Commission that handles the railroad picture. 
We have the roads and the ships and the airlines. 

Mr. Fioop. The information should be easily available. 

Secretary Werks. Are you talking about getting information and 
collecting information ? 

Mr. Foon. Collecting information and disseminating information 
and having some kind of degree of responsibility for the abuses of 
transportation of persons and things. 

Secretary Weeks. Mr. Rothschild points out that we are asking for 
some Census money to get some of this information that I think you 
may have in mind. Additionally, I am not personally acquainted 
with the operation, but does not the General Accounting Office have 
some of that ? 

Mr. Froop. No. The reason that I asked the question is this: there 
is In existence now no such animal. 

Mr. Nrevson. May I try to clarify this? If what you have in mind 
is the transportation of things that are incorporated in the Commerce 
budget, and other budgets, all of those items, as far as certain regula- 
tions and criteria are concerned, are reviewed by the General Account- 
ing Office. If you are talking about setting up an overall policy group 
that: would determine the rates beforehand, the General Accounting 
Office also has the responsibility of administering the laws in this field. 

Mr. Froop. At this point in the record would you reply to my ques- 
tion at some length as you see fit ? 

Mr. Nrerson. Are you talking strictly now about Government trans- 
portation of things that we have in our budget ? 

Mr. Fioop. IT want you to help me think. I have not thought this 
through. I feel when there is $2.5 billion in a budget for something 
like a single item of transport of persons and things it should not be 
scattered all over the lot helter-skelter with no system, no centralized 
control, no area of advice or veto or anything. They are all just off 
on their own. There is something basically wrong with that kind of 
operation, if that is the fact. 
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Secretary Werks. As far as I know, the Department of Commerce, 
the Civil Aeronautics Board, and the ICC are the only ones that have 
anything to do with transportation. 

Mr. Nretson. I think that we are talking about two things here, 
Mr. Secretary. I think that Mr. Flood is talking strictly about the 
transportation of things and travel that are incorporated in each 
budget. 

Mr. Fioop. That is correct, all budgets. 

Mr. Nietson. And the responsibility in terms of determining the 
amounts are strictly up to the individual agencies. 

Secretary Weeks. That is subject to the Bureau of the Budget. 
This is the President’s budget. 

Mr. Fioop. We found in all the budgets for the last couple of years 
there was not much interest in travel, but now the per diem has been 
increased and there seems to be some joy and pleasure in travel and in 
these budgets everybody wants to travel this year. That centers con- 
siderable interest on a $2.5 billion item. 

Mr. Nretson. With regard to that particular item, travel and per 
diem, the increase was considered by the Bureau of the Budget and 
was presented to the Congress and the Congress authorized the in- 
crease in the per diem rate. 

Mr. Fioop. I know. But this sudden interest in travel is in direct 
ratio to the increase that I find. It was not there last year. 

Mr. Roruscuitp. There is some relationship between the large pro- 
grams and the increase in travel. 

Mr. Fioop. You are being kind. I prefer to think it is more inter- 
esting to the personnel to travel now when you do not have to pay for 
it yourself in some cases. 

Mr. Roruscutm. Off the record. 

(Discussion off the record.) 


AREA DEVELOPMENT 


Mr. Froop. I have the impression that someone said in an original 
statement—and I cannot find it in yours, Mr. Secretary—that you 
have set aside X dollars to meet the area development bill sponsored 
by the administration when it becomes law. Now, there was a state- 
ment made by one of the top witnesses and there was a figure men- 
tioned some place. Well, that is all very good, but I am intrigued by 
the certainty that whatever bill on such a subject that is passed will 
be the administration’s bill. You are aware that some of us have a 
different idea as to what that law should be. 

Secretary Werks, Yes. 

Mr. Froop. You are not suggesting that you are in a position to 
say to me that if the Congress does not pass the administration’s bill 
the President will veto any bill that is passed that is not that one. 
You are not saying that, I am sure? 

Secretary Werks. Certainly not. 

Mr. Froop. I just asked that out of an abundance of caution. 

Secretary Weeks. Nobody is qualified to speak for the President and 
what the President will do. 

Mr. Fioop. It is done regularly. 

Secretary Weeks. Not by me. 








ES ER 


545 


TRADE FAIRS 


Mr. Froop. I have a particular interest in trade fairs. I have over 
a period of years introduced some extensive legislation on trade fairs. 
You have a section in your original statement on trade fairs. You 
deal with it rather lightly. To what extent have you worked with the 
State Department on the international trade fairs? Do you handle 
it yourself, or would you prefer to have State handle it, or what is 
your thinking at your level on the international fairs program ? 

Secretary Werks. Of the total appropriation there is a certain 
amount allocated to the Department of Commerce to operate in trade 
fairs that are selected. We take the advice of the State Department 
and the USIA as to where we go. 

Mr. Fioop. The President has indicated in all of his statements to 
the Congress that he is for the development of trade fairs and our 
participation in international trade fairs. I wonder to what extent 
the Department of Commerce controls our participation. 

Secretary Werks. Assume that for good and sufficient reason this 
year it is decided we will enter the fair at Posnan, Poland, then we 
run the show and pay for it out of our allocation. 

Mr. Fioop. Are you in Brussels yet ? 

Secretary Werks. I suppose you are referring to the Brussels World 
Fair of 1958 ? 

Mr. Fioop. Yes. 

Mr. Werks. There was a special appropriation for that and that is 
operated by the State Department. 

Mr. Fioop. The Department of Commerce is not in that act ? 

Secretary Werks. Not in that act at all. It is a different approach 
entirely. These fairs that we are concerned with are trade fairs. 


TRADE FAIRS FOR INTERNATIONAL RELATIONS 


Mr. Fioop. I am interested in setting up in this country the same 
kind of permanent trade fairs, one on the west coast oriented with 
the Far East; one on the east coast oriented toward the Mediterranean 
and central Western Europe, one in the South oriented toward the 
Caribbean and Latin America area, or something like that—permanent 
international trade centers to develop this program of international 
trade relations. We have nothing here to do it to the degree that it 
is being done by us and other countries. That seems to me to be the 
cart before the horse. 

Secretary Weeks. That is a thing that is growing. They have some- 
thing like what you are talking about out in Seattle every year. Then 
they have a setup in New Orleans. 

Mr. Fioop. I am acquainted with them all. I was up in Montreal 
and saw that fair. I know about the one at Seattle and New Or- 
leans, but without Federal control and participation they wither or 
the vine, and they do not last long. They fade away in 3, 4, or > 
years. That has been the history in the last century. 

Unless the name of the Federal Government is placed on the trade 
fairs, foreign nations and foreign businessmen will not stay with them. 
States and local business groups can only handle them for a period 
of a few years. Even Montreal could not do it. It just faded away 
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in 4 or 5 years. It strikes me that it is a great opportunity and a 
great area for international trade development that we are not cen- 
tering here. That is all. 


Tuespay, Marcu 19, 1957. 
BUREAU OF PUBLIC ROADS 
WITNESSES 


HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 

LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR TRANSPORTATION 

B. D. TALLAMY, FEDERAL HIGHWAY ADMINISTRATOR 

Cc. D. CURTISS, COMMISSIONER, BUREAU OF PUBLIC ROADS 

JAMES C. ALLEN, ASSISTANT COMMISSIONER, OFFICE OF ADMIN- 
ISTRATION 

EDWARD J. MARTIN, CHIEF, BUDGET AND MANAGEMENT 

NORMAN B. WOOD, DIVISION ENGINEER, INTER-AMERICAN HIGH- 
WAY DIVISION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The next item we will take up is the Bureau of Public 
Roads, found on page 99 of the committee print and page 1000 of the 
justifications. 

We will insert pages 1007 through 1012 in the record at this point. 

(The pages referred to are as follows :) 
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INTER-AMERICAN HIGHWAY 


While the Secretary of Commerce is present we would like to hear 
him on one particular item in this Bureau. We will be glad to hear 
from you on the Inter-American Highway at this point, Mr. Secretary. 

Secretary Werks. When I got into the Inter-American Highway 
last week it developed that the amount of money that is asked for in 
this budget, $12 million, is not going to finish the job as it was ori- 
ginally thought it would. I then inquired as to what it would take 
and the answer was given to me that that amount of money would 
finish it, but only about 1,000 miles would be hard surfaced, and that 
there would be the necessity of coming in another year for $10 million 
to complete the hard surfacing of the road. 

At that point I was fearful if we left 500 miles of the road with the 
gravel surface that it might result, because of rains and what not, 
in a loss of some of our initial investment. I have been assured by 
Mr. Tallamy and his associates that this is the way we should do it: 
that is, go ahead and use the $12 million and finish the road with gravel 
surface on 500 miles and the hard surface on 1,000, Then if you want 
to finish and complete the job eventually, we will have to come back 
in another year for $10 million. 

I wanted to be sure the committee understood this estimate that 
was made about 2 or 3 years ago came out short to the extent of about 
$10 million. 

Now, I think that there is a reason for that which Mr. Tallamy, 
when he comes up this afternoon, will be glad to explain to you. 

That is all that I have to say on it. I just want to advise the com- 
mittee this does not finish the job as the committee had reason to be- 
lieve it would. 

Mr. Preston. Very well, Mr. Secretary. We will go into the details 
of this this afternoon. 

If there are no further questions, on this point, the committee will 
stand adjourned until 2 o'clock. 

Mr. Preston. The committee will come to order. 

We are glad to have with us for the first time Mr. Bertram D. 
Tallamy, Administrator of the Bureau of Public Roads. 

Since this is your first appearance before the committee, Mr. Tal- 
lamy, we would like to have you give us just a brief background sketch 
of your experience. Then we will have your general statement. 


BIOGRAPHICAL INFORMATION OF MR. TALLAMY 


Mr. Tatiamy. Thank you, Mr. Chairman. 

I am very happy to be present with this committee and to partici- 
pate in helping to solve the highway problem with which the Nation 
1s confronted. 

I am a civil engineer and graduated from the Rensselaer Poly- 
technic Institute in 1925. 

That institute is located in Troy, N. Y. 

From 1925 to 1929 I was engaged in the engineering business and 
employed by a number of employers in western New York. 

From that time until 1945 I was also engaged in private practice 
of my own. At the same time, from 1935 to 1945, I was deputy chief 
engineer and later chief engineer of the Niagara Frontier Planning 
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Board, which is the official regional planning agency of Erie and Ni- 
agara Counties of New York in the western part of New York State. 

I was authorized to carry on my own business as well as participate 
in their activities. 

From 1945 until 1954 I was with the New York State Department of 
Public Works. I served there as deputy superintendent of public 
works, as chief engineer, and for the last 6 years as superintendent of 
public works. 

The department of public works of New York State has charge not 
only of all highway construction and maintenance in the State, but 
of the construction and maintenance of inland waterways, flood con- 
trol projects and of all State buildings as well as their general main- 
tenance and reconstruction. 

From 1950 to 1956 I was also chairman of the New York State Thru- 
way Authority, which is the official regional planning agency of New 
York State. The thruway is a toll road of some 560 miles in length. 

I have held numerous memberships in different engineering and 
professional organizations, and was president of the American Asso- 
ciation of State Highway Officials in 1951. 

I think, gentlemen, unless you have further questions, that would 
cover pretty much my background. 

Mr. Rooney (acting chairman). Mr. Tallamy, I wonder if you 
would now be so good as to proceed with your opening statement on 
the road program ? 

GENERAL STATEMENT 


Mr. Tattamy. Thank you, Mr. Chairman. 

I have a detailed statement which gives the program accomplish- 
ments to date. It is too long and incorporates too many tables for 
me to read. I would like to present that statement, however, for the 
record. 

Mr. Rooney. Suppose we insert it in the record at this point, and 
then request that you proceed to highlight it. 

(The statement referred to follows :) 


DEPARTMENT OF COMMERCE, BUREAU OF PUBLIC ROADS 


PROGRAM AND ACCOMPLISHMENT STATEMENT SUBMITTED BY 
BERTRAM D. TALLAMY, ADMINISTRATOR 


FEDERAL-AID HIGHWAYS 


The Federal-Aid Highway Act of 1956 authorized $24.8 billion of Federal 
funds for the Interstate System, to be matched by $2.6 billion of State funds 
at a 90-10 ratio of Federal to State funds. The authorizations cover the fiscal 
years 1957 through 1969. 

The 1956 act also provided for continuation of the Federal-aid primary, sec- 
ondary, and urban programs at an increasing rate. The authorization for these 
three classes of highways was increased to $825 million for the fiscal year 1957 
and continuing authorizations were provided in the amount of $850 million for 
the fiscal year 1958 and $875 million for the fiscal year 1959. These funds are to 
be matched by the States on the traditional 50-50 basis of Federal and State 
funds. The construction financed by these funds provides for improvements on 
the Federal-aid primary and secondary highway systems and the extension of 
these systems within urban areas. 

The Federal-aid highway funds authorized for the fiscal years 1957 and 1958 
have been apportioned and made available to the States, and the 1959 funds are 
to be apportioned later this year. Total authorizations for these 3 years amount 
to $7.425 billion, distributed $2.0 billion for the fiscal year 1957 (exhibit 1), 
$2.550 billion for 1958 (exhibit 2), and $2.875 billion for 1959 (exhibit 3). The 
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authorizations for these years are several times greater than the $875 million 
in Federal funds authorized for the fiscal year 1956 and $575 million authorized 
for each of the fiscal years 1954 and 1955. ; 
The larger annual authorizations have resulted in substantial increases in the 
annual rate of obligations, which have been as follows during the last 3 calendar 
years: 
- Federal-aid highway obligations 
Federal funda, 


Calendar year: million collars 
See ee ee el eemar acct tniesiesniien-aienettabelcp ne dsinoapageh erate Mine ch db tae a a 
I a ac ee eine area eae ene et ica ae es Rape att ea a 848 
Te enw ceape co gen han age ce acapella lat ental ech aneiniaia anal a 1, 509 


Federal-aid projects completed during 1956 provided improvements of 23,222 
miles of primary, secondary, urban and interstate highways and for the con- 
struction of 4,092 bridges over 20-foot span (exhibit 4). The improvements in- 
cluded the elimination of 224 railway-highway grade crossings and the protec- 
tion of 314 grade crossings by the installation of flashing lights or other appro- 
priate protective devices. 

The mileage of active Federal-aid highway projects on February 1, 1957, was 
as shown in exhibit 5. Projects under construction totaled 17,659 miles. Con- 
tracts had been advertised and funds obligated for 2,901 miles of construction on 
which work had not yet been started. Programs had been approved for an addi- 
tional 13,827 miles of highway improvement. 

The estimated cost of the active projects as of February 1, 1957, was $4.8 bil- 
lion, of which Federal funds amounted to $2.9 billion (exhibit 6). 

Federal funds totaling $724,514,712 were paid to the States during the fiscal 
year 1956 for work done on Federal-aid highway projects. Expenditures are 
shown by classes of funds in exhibit 7. 

Balances of apportioned funds remaining available for the programing of addi- 
tional projects as of February 1, 1957, are shown separately by classes of funds 
in exhibit 8. The amounts shown include available balances of all previously ap- 
portioned funds including the 1958 fiscal year authorization apportioned and 
made available August 1, 1956. 

Progress of the Interstate System program authorized by the Federal Aid 
Highway Act of 1956 is shown in exhibits 9 and 10. Exhibit 9 provides summary 
data for the country as a whole covering the status of Interstate System projects 
as of March 1, 1957, and exhibit 10 provides a breakdown of data by States. 

Interstate System projects have been programed at an estimated total cost 
of $1.87 billion, of which $1.49 billion are Federal funds. The programed pro- 
jects include 310 projects on which contracts have been awarded at a total cost 
of $441 million for 791 miles of Interstate System improvement. Contracts have 
been advertised but not yet awarded on 91 projects estimated to cost $130 million 
for 213 miles of construction. An additional 469 construction projects have been 
programed at an estimated total cost of $668 million. Preliminary engineering 
has been authorized at a total cost of $133 million, and acquisition of rights-of- 
way has been authorized at a total cost of $498 million. 

In view of the remarkable progress the States made during the first 6 months 
of the fiscal year in utilizing the interstate funds provided by the 1956 act, it 
has been necessary to revise the estimate of obligations which appears in the 
budget document. The estimate of obligations for the interstate highway pro- 
gram for the fiscal year 1957 has been increased $500 million and the estimate 
for the fiscal year 1958 has been increased by $700 million. Total obligations in- 
cluding Interstate System funds during the first half of this fiscal year have 
been approximately $617 million greater than the corresponding period 1 year 
ago. 

Contract authority is extended to the Federal-aid highway program, there- 
fore the annual estimate of cash requirements represents the estimated sum 
which it is anticipated will be necessary to expend from revenues in the high- 
way trust fund during the fiscal year to reimburse the States for their payments 
for work accomplished on authorized projects. The fiscal year 1957 appropria- 
tion estimate as reflected in the budget schedules is in the amount of $1,150 
million. The original estimate contemplated a supplemental appropriation in 
the amount of $350 million; the regular appropriation for fiscal year 1957 having 
been in the amount of $800 million. A current review of cash needs for the 
current fiscal year indicates that it will be possible to reduce the supplemental 
estimate by $100 million thus reducing the total estimate for fiscal year 1957 to 











D004 


$1,050 million. This reduction in total cash needs for the current fiscal year 
is occasioned by the fact that, in general, the States have not found it necessary 
to obtain advances of Federal funds, as permitted by section 110 (b) of the 
1956 act, for the acquisition of rights-of-way and payment for construction as it 
progresses. The original estimate of cash requirements included $100 million 
for the purpose of making such advances to the States but it appears now that 
the States will not request cash advances of this magnitude during the current 
fiscal year. 

The latest estimate of highway trust fund receipts for the fiscal year 1957 
is in the amount of $1,542 million. Exclusive of charges to the trust fund other 
than Federal-aid highway expenditures, the apparent balance estimated to be 
accrued in the fund as of June 30, 1957, is in the amount of $492 million. 

The Federal-aid highway estimate of cash requirements for the fiscal year 
1958 totals $1,690 million. Notwithstanding the major increases in estimated 
obligations for the fiscal years 1957 and 1958 which was discussed earlier, it is 
not considered appropriate at this time to revise the appropriation estimate of 
fiscal year 1958 cash requirements. After 6 to 9 months more experience with 
the new interstate highway program, it should be possible to estimate cash re- 
quirements more precisely. 

The 1958 estimate for Federal-aid highways reflects an increase of $540 million 
over the estimate for fiscal year 1957. This increase is a result of the larger au- 
thorizations provided by the Federal-Aid Highway Act of 1956, which increased 
the annual Federal-aid highway authorizations from $875 million for fiscal year 
1956 to $2.0 billion for fiscal year 1957 and $2.550 billion for fiscal year 1958. 


FOREST HIGHWAYS 


During recent years the annual authorizations for forest highways provided 
by the Federal-Aid Highway Acts have been in the amount of $22,500,000. The 
Federal-Aid Highway Act of 1956, however, provides authorizations in the 
aniount of $30 million for each of the fiscal years 1958 and 1959. The authoriza- 
tions are apportioned according to the area and value of Government-owned land 
in the national forests in the several States, Alaska and Puerto Rico. The 1957 
authorization in the amount of $22,500,000 was apportioned and made available 
August 9, 1955. The fiseal vear 1958 authorization in the amount of $30 million 
was apportioned effective August 1, 1956 (exhibit 11). The authorization for 
the fiscal year 1959, also in the amount of $30 million, must be apportioned not 
later than December 31, 1957, under the provisions of the Federal highway legis- 
lation. Within the fiscal years 1957 and 1958 a total of $60 million for im- 
provement of the forest highway system will have been made available for obliga- 
tion on a contract authority basis. 

The authorizing legislation provides that forest highway funds may be used 
for the construction and improvement of only those routes that have been ap- 
proved as part of the forest highway system. Currently, the total mileage of the 
system is 24,267 miles. Of that total, 12,299 miles is in the 11 most westerly 
States, South Dakota, and Alaska; while 11,968 miles are located in the 26 other 
States and Puerto Rico. Approximately 75 percent of the forest highway system 
is coincident with the Federal-aid system. More than 800 miles are a part of the 
National System of Interstate and Defense Highways. The forest highway sec- 
tions of the Federal-aid system, in the Western States particularly, form im- 
portant links in the main highways of the Nation. 

Consistently over the years it has been necessary to use forest highway au- 
thorizations largely to make improvements in roadway alinement, width, grades, 
surfacing and drainage facilities in an attempt to accommodate the continuing 
increase in traffic demands. These improvements have been made on routes 
and sections where the needs were considered most critical and then only to 
the extent available funds would permit. The rate at which these improve- 
ments have been made is far behind the rate of increased traffic requirements. 
It is eurrently estimated that only about one-third of the mileage on the en- 
tire forest highway system is fully adequate for the present traffic volume which 
now travels at faster speeds and with heavier loads than its design was intended 
to serve. Many miles of the forest highway system in the 11 Western States 
are on alinement of very low standard without a surface of gravel or comparable 
material. 

While Federal-aid highway legislation authorizes expenditure of forest high- 
way funds for maintenance purposes it has been the customary practice of the 
Bureau of Public Roads to transfer all forest highway improvements to the 
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States for maintenance following a 2-year post construction period. A new 
policy is just being initiated which will ultimately result in transferring the 
maintenance obligation to the States immediately following the completion of 
any improvement. During the past 5 years the States and other local subdi- 
visions have expended an average of approximately $16 million annually for 
maintenance of forest highways. 

During the calendar year 1956 improvements were completed on 543.3 miles of 
forest highway routes. These improvements had a total cost of $25.7 million 
including $23.2 million of forest highway funds. Projects haying a total length 
of 314 miles were under construction as of February 1, 1957. In addition 87 
miles were approved but not yet under construction and 425 miles were pro- 
gramed for construction (exhibit 12). 

As of February 1, 1957, projects programed but not yet placed under construc- 
tion involved approximately $26 million of forest highway funds. An addi- 
tional $25 million of forest highway funds was allotted to projects leaving a 
balance of $5.5 million available for programing to additional projects (ex- 
hibit 13). 

In the conduct of the forest highway program the construction contraets are 
generally between the Federal Government and the highway contractors. Ac- 
cordingly, claims for work performed are submitted by the contractors directly 
to the Government on a monthly basis. The annual budget estimate for the forest 
highway program represents the anticipated cash requirements for liquidating 
contracts on previously authorized work. Expenditures during the current fiscal 
year to March 1, 1957, have totaied approximately $16.1 million. Current esti- 
mates indicate that funds currently available will be adequate for the remainder 
of the fiscal year. 

The fiscal year 1958 estimate in the amount of $28 million reflects the expan- 
sion of the program from the former $22,500,000 rate to the $30 million rate 
authorized by the 1956 act. It is not expected that the full authorization rate 
will be achieved in liquidation of obligations during the budget year. 


PUBLIC LANDS HIGHWAYS 


Authorizations of public lands highways are provided for the purpose of assist- 
ing those States with large areas of public lands in the improvement of sections 
of main roads, principally on the Federal-aid highway system, which the States 
may find difficult to finance otherwise. Public lands are defined in the authoriz- 
ing legislation as “unappropriated or unreserved public lands, nontaxable Indian 
lands, or other Federal reservations.” Selection of projects to be financed with 
publie lands funds is on the basis of the needs of the various States as distin- 
guished from being distributed by an apportionment system. 

The Federal-Aid Highway Act of 1956 provided an additional authorization 
of $2 million for public lands highways for the fiscal year 1957, supplementing 
the $1 million which had been previously authorized by the 1954 act. In addi- 
tion, the 1956 act authorized $2 million for each of the fiscal years 1958 and 1959. 

With the exception of a small reserve for administration and contingencies, 
the full amount of the authorizations for fiscal years 1957 and 1958, totaling $5 
million, have been allocated to specific projects as reflected in exhibit 14. These 
allocations were all accomplished during the period July 1, 1956, to February 1, 
1957. 

As a result of the authorization of an additional $2 million for the fiseal year 
1957 it will be necessary to submit a supplemental estimate for the current fiscal 
year in the amount of $1 million. As of February 1, 1957, unliquidated obliga- 
tions totaled approximately $2,900,000 while the unexpended balance of available 
funds was only approximately $375,000, 

The budget estimate for the fiscal year 1958 for construction of public lands 
highways in the amount of $2 million is equivalent to the authorization for the 
fiscal year 1958. The estimate is considered to be very conservative since it 
would represent appropriation of only $375.000 of the $2 million authorized for 
the fiscal year 1958, whereas the full amount of the 1958 authorization had been 
allocated to projects by February 1, 1957. 


INTER-AMERICAN HIGHWAY 


Obligations of United States funds under the accelerated program for com- 
pletion of the Inter-American Highway amount to $55.6 million of Federal funds. 
As of February 28, 1957, project agreements committing these funds are effec- 
tive with the Republics of Guatemala, Honduras, Nicaragua, Costa Rica, and 














Panama. By the end of the current fiscal year, it is expected that the unobli- 
gated balance of presently available funds in the amount of $7.5 million will have 
been obligated by agreements with the cooperating Republics. 

As of February 28, 1957, within the funds presently obligated, contracts have 
been let on approximately 600 miles, including 80 bridges, and contracts on an 
additional 300 miles are scheduled for award by the end of the fiscal year. 
This will mean that approximately 900 miles of the 1,025 miles upon which con- 
struction work of some type is yet required will have been placed under im- 
provement by the end of this fiscal year. 

The Republics of Honduras, Nicaragua, and Costa Rica are financing their 
one-third share of the costs of the program by means of loans from the Export- 
Import Bank. It is not yet known whether Guatemala and Panama will resort 
to this method of financing for certain of their fund requirements. At the 
request of Honduras, Nicaragua, and Costa Rica, the Bureau of Public Roads is 
the contracting agency for construction contracts in those Republics. 

The bridge-construction phase of the program continues to be affected by the 
timelag between order and delivery of structural steel. Contractors report that 
fabricators are now quoting from 20 to 24 months for delivery after firm order, 
Bid prices on structural steel in place on the project are now as much as 75 per- 
cent above 1955 costs for this item in the Inter-American Highway area. Bid 
prices on all construction items have steadily increased since start of the ac- 
celerated program in July 1955. 

The 1958 estimate includes the sum of $12 million for the Inter-American High- 
way which is the unappropriated balance of the $74,980,000 authorized for com- 
pletion of the highway by the act of July 1, 1955. A total of $62,980,000 was ap- 
propriated against the $74,980,000 authorization by the regular and supplemental 
appropriation acts of 1956 to permit large-scale construction operations and make 
possible early completion of the highway. Construction planning, since the 
inception of the accelerated program, has necessarily been in conformance with 
the intent of the revised authorization bill. The remaining balance of unobli- 
gated funds will be obligated by project agreements with the cooperating republics 
before the end of the current fiscal year, consequently it is essential that the 
remaining $12 million be provided during the fiscal year 1958 to permit continuity 
of construction operations and to gain the advantage of advertising contracts 
while contractors are still working in the area. 

A current review of the program indicates that with funds currently available 
the full length of 1,573 miles will be graded and drained with permanent bridges; 
in addition, 141 miles will be completed to base course stage and 730 miles will 
be paved. It is presently estimated that the additional $12 million now requested 
will permit completing the base course and the paving of 280 additional miles. On 
that basis, appropriation of the $12 million requested in the 1958 estimate would 
permit completion of the highway with the exception of bituminous paving on 
approximately 560 miles. 

While the additional authorization of $74,980,000 provided by Public Law 129, 
84th Congress (69 Stat. 244), was intended to enable completion of the Inter- 
American Highway with bituminous paving over its full length, it is now apparent 
that the cost estimate prepared early in 1955 was too low. Necessary changes in 
final location and design and increases in construction costs beyond the original 
forecast account for the inadequacy. To complete the bituminous paving, an 
additional authorization will be required. 
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Exursit 5.— Mileage of active Federal-aid highway projects as of Feb. 1, 1957 
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Exuisit 6.—Status of active Federal-aid highway program as of Feb. 1, 1957 


(Thousand dollars] 


| Contracts adver- | 

Under way | tised, not under | Programmed 
way | 

Federal fund | | | 

| 


Total 


Se catieiendlilacacuiaallananaes 
Total Federal Total | Federal Total | Federal | Total | Federal 
cost funds cost funds cost funds cost funds 


! 
Primary $743, 7261 $385, 267/$220, 602) $115, 693 
Secondary 428, 882; 221,114) 26, 150 14,179} 294, 071 153, 298) 749, 103 
aah ciate icineitiesse tain hve 582, 891 289, 258| 104, 071 53, 766) 167, 805) 86, 200} 854, 767 
Interstate 1, 006, 841 646, 804| 322, 654) 72, 434) 565, 209) 483, 752|1, 894, 704 


2, 762, 340 1, 542, 443) 673,477) 456, 072/1, 333, 133) 884, a7 768, 950] 2, 882, 794 














566 


Exursit 7.—Federal-aid expenditures, by States during the fiscal year 1956 


Secondary 








State Primary 
| 

Alabama......- Societe ecm $6, 
es. dé ciate ditanatinns ak 5,5 
PD da dtedneccthccatselavbe 4, 409, 669 | 
I daa 15, 631, 623 
Colorado pan Oe 4, 824, ; | 
GIES ban banocseneasdcmay : 
S65.) cmb abncecnnbapem 1, 252, 571 
I a Scone anteeups inten 7, 107, 439 
a cul mated dice inde deindl nia 5, 601, 402 
RPS Be Le clpntcninn ool 3, 714, 724 
a: seeks ehecpense ecmeehon . 11, 710, 718 | 
I sna gdanimeametrenietinndaiis 7, 502, 960 | 
el seinen sstnin sien am 9, 882, 653 | 
Kansas _ pbwctcddeotebed 7, 223, 420 | 
I vn wchdeaine was aisunhe ideo 5, 924, 220 | 
I not hilt Emtspinitie wig nip 6, 744, 896 | 
Maine _.....- 3, 124, 353 | 
Maryland 1, 985, 274 | 1, 284 
I settee avittersideaimaiel 1, 760, 482 | 
I ..c:doudnadeepeccenmiemae |} 10, 213, 579 | 
Minnesota shane wed tate 9, 357, 335 
SBE SE ee 6, 584, 735 
Missouri iF Mncitidie since chedaetniidl 10, 598, 961 | 
Montana...__.- Daisies 5, 351, 689 
Nebraska_..- ; 9, 211, 192 | 
Nevada 4, 736, 815 | 
New Hampshire 1, 639, 433 
New Jersey 2, 357, 152 
New Mexico 4, #92, 525 
New York e 14, 493, 133 | 
North Carolina 7, 978, 925 | 
North Dakota 4, 104, 299 
Ohio 5, 733, 499 | 
Oklahoma. -- 4 §, 149, 865 | 3, 65 
Oregon 4, 611, 064 
Pennsylvania 9, 752, 594 
thode Island 1, 830, 758 
South Carolina 4, 530, 495 
South Dakota | 3, 605, 613 
Tennessee | 7, 507, 079 
Texas 17, 151, 200 
Utah 4,161, 750 
Vermont 1, 526, 101 i 
Virginia 4, 792, 609 4, 
Washington _- 4, 291, 285 3 
West Virginia. __ 4, 194, 972 1 
Wisconsin 8%, 199, 718 5, 
Wyoming --. 4 3, 943, 964 2, 
Hawaii 668, 998 | 
District of Columbia | 1, 915, 782 
Puerto Rico. -_- hon nice 1, 380, 206 

, | | a rrp eer me OG ty 








$7, 142, 157 
3, 621, 604 
4, 255, 989 
6, 881, 362 


3, 407, 305 | 


595, 913 


629, 683 


3, 225, 044 | 


5, 168, 337 
3, 068, 924 
7, 964, 244 
3, 940, 369 
5, 465, 464 
6, 418, 277 
6, 048, 327 
4, 186, 217 
2, 201, 697 
504 
1, 573, 578 
6, 162, 39 
6, 247, 748 
4, 614, 838 
10, 073, 694 






3, 419, 707 
5, 595, 495 









6, 154, 529 
3, 474, 130 
3, 595, 074 
Old 

3, 208, 458 
6, 434, 812 

1, 661, 427 

2, 458, 641 

3, 518, 056 

3, 474, 555 

13, 056, 200 
2, 910, 401 

358, 675 
181, 502 
258, 351 
257, 223 
794, 487 
851, 058 








154 | 


821, 483 | 


981, 978 
1, 474, 921 


202, 660, 890 | 


Urban 


$1, 332, 749 
708, 038 
494, 118 

16, O77, 255 
802, 466 

2, 514, 074 
598, 500 
2, 585, 170 
882, 907 
866, 575 
13, 063, 118 
6, 001, 721 
1, 684, 121 
1, 607, 928 
1, 969, 887 
2, 146, 588 

491, 036 

266, 585 

5, 238, 933 

6, 534, 281 





1, 499, 939 
285, 956 
434, 949 


6, 796, 672 





899, 355 
2, 416, O81 
5, 416, 600 


364, 102 
261, 850 
342, 759 
540, 128 
556, 825 
, 7a 
210, 289 

499, 105 
1, 033, 672 
1, 064, 447 


x 


167, 168, 928 


Interstate 


$816, 936 

2, 035, 804 | 

150, O11 | 

6, 970, 446 | 
1, 288, 759 
65, 946 
», 518 

1, 457, 661 | 
118, 919 
219, 174 
426 
59, 980 
649, 167 
1, 557, 287 
480, 167 
188, 928 
, 930 


to 
= 








776 
, 995 
, 101 
257, 454 
1, 507 
293, 440 
392, 793 
233, 487 
241, 307 
13, 928 

1, 804, 550 
153, YOU 

2, 601, 316 


— 
> D bo 


- 
~] 





i, 763 
655 
why 
2, 276, 984 
1, 606, 359 


433, 910 
363, 011 
455, 613 
77, 364 
5, 509, 400 
, 918 
1, 828 
269, 77 
800, 405 
2,014 
451 


1, 397, 72 








10, 028 


54, 309, 137 


Total 


$16, 176, 401 
11, 872, 974 
9, 309, 787 
45, 560, 686 
10, 322, 913 

3, 491, 491 
2, 486, 272 
14, 375, 314 
11, 771, 565 
7, 869, 397 
38, 977, 506 
17, 505, 030 
17, 681, 405 
16, 806, 912 
14, 422, 601 
13, 266, 629 
5, 939, 016 
5, 748, 036 
8, 828, 769 
24, 530, 245 
19, 450, 725 
12, 235, 476 
33, 288, 072 
9, 357, 228 


oo 


16, 699, 419 
7, 805, 412 
3, 039, 464 
10, 183, 697 

11, 406, 325 

50, 700, 437 
19, 137,311 
8, 706, 024 
19, 696, 316 
14, 497, 778 
11, 060, 904 

28, 528, 004 
4, 906, 720 

7, 798, 613 

8, 478, 637 

3, 475, O7Y 
1, 133, 400 

8, 568, 171 

3, 148, 454 
1, 586, 641 

10, 890, 239 
6, 261, 034 





8, 403, 032 
1, 989, 586 
3, 941, 460 
3, 919, 574 


724, 514, 712 
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Exursit 8.—Unprogramed balances of Federal-aid highway funds as of Feb. 1, 195? 


{Thousand dollars] 


Secondary Urban Subtotal | Interstate 


| 
i 
| 
} 
=F 
$1, 036 $3, 209 | $8,011 | $22, 072 
| 


936 
. 3, 581 211 
California 8, 5, 397 
Colorado , 217 5, 896 1, 892 
Connecticut ; 2, 454 12, 494 
ne 1, 506 631 


2,978 | 24, 005 
9, 866 29, 929 
15, 552 34, 118 
16, 005 17, 657 
21, 964 17, 215 
3, 760 18, 736 
4,215 | 4, 468 9,200 | 34, 238 
7, 395 5, 120 | 19,980 | 57, 870 
3, 407 793 | 9, 657 26, 995 | 
8, 822 23, 261} 36, 597 5, 616 
9, 870 7, 666 31, 276 63, 738 
1, 104 193 2, 301 22, 895 
1, 722 | 13,261 | 10, 731 
3, 655 17, 504 42, 220 
3, 377 12, 768 34, 322 
1, 704 6, 445 21, 115 
7, 309 1, 281 
10, 560 31, 407 
22, 146 56, 290 
10, 952 36, 744 
8, 941 7, 058 
14, 965 30, 896 
12, 645 42, 571 
14, 884 : 
8, 066 
3,173 
19, 820 
6,179 
63, 003 
11, 756 | 
7,776 | 
36, 597 
9, 948 
9, 504 
40, 565 
4, 966 
11, 332 
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Exursit 9.—Progress of the Interstate System program summary as of Mar. 1, 1957 





| ' 
Number | | 
of con- Total cost | Federal 
| struction j funds 
| acd 


Number 
Miles of 
. bridges 


Projects 469 | $667, 977, 350 | $577, 676, 262 | 
Preliminary engineering authorized 133, 276,453 | 115, 583, 954 
Right-of-way acquisition authorized 497, 818, 359 327, 356, 237 
Contracts advertised and funds obligated, 
not yet awarded ! 130, 008, 061 108, 591, 117 
7 | 363,317,074 
r¢ 


Projects awarded to contract ?____......._.-- 441, 476, 01 
Total projects programed 870 11,870, 556, 240 |1, 492, 524, 644 | 2, 366. 2 | 1, 941 





1 Excludes = for which advertising was authorized prior to July 1, 1956. 
2 Excludes projects for which contracts were awarded prior to July 1, 1956. 
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Sum 





















State: 
PIO in occas Sess $85, 906 
I ie ocx cccpentndinatve 1, 688, 596 
CE Tae a 407, 824 
I is ss ccicccanncs 4, 296, 368 
i a cicencstsctnesestunate 2, 154, 398 
isc dcim cleans cbie 174, 270 
RO i cascnsn shane cites 105, 692 
Ee SS 3, 054, 441 
ih ai als 34, 575 
i 20, 110 
RN cache cca ices tse 973 
OI is co iececlersiineanae 61, 668 
IN a acaScenncecvenivinin 69, 224 
ON hse cn mem tipene 11, 236 
PO Sinica asectepsensen 821, 916 
PRON Sn oo 414,879 
MeO... 141, 519 
iil ccseideciimmane 153, 327 
ON 2, 391, 346 
Pr Se 28, 004 
a 538, 155 





160, 310 
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apportioned State—Continued 


EXHIBIT 11.—Apportionment of forest highway funds authorized for the fiscal 
year 1958 


Sum 
apportioned 





New Mexico _.._...-... $1, 202, 119 
North Carolina___...__ 184, 833 
North Dakota_.-...... 107 
CO certian spree escccs crises 16, 429 
ORRTONIIN GS oi, se dns 20, 690 
Orpen baat aea5 4, 132, 640 
Pennsylvania__.._..__— 80, 067 
South Carolina___.____ 98, 345 
South Dakota... 235, 032 
TO ein che Minnie 100, 565 
eS tecmreeank eS 94, 966 
| a 996, 285 
Vermemt.. 5) 53, 676 
WR ec hetene teem 195, 081 
Washington______.____ 2, 085, 098 
West Virginia____.___-_ 118, 387 
Wrenn 2. 22k 167, 768 
TOY POUND Sang doicstn ch ncty 1, 279, 738 
AIR 6 ane ne ce 2, 614, 976 
Puerto Rico...._-..__ 8, 461 

ORD ES 6 kcit acid ceks 30, 000, 000 
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ExHIBIT 12.— Mileage of active forest highway construction projects as of Feb. 1, 1957 











Mileage 
State 
Contracts 
Under con- advertised | 
struction not under- | Programed 
way 
Alabama__. ect de Ud a ne 16.1 
Arizona. .-- : 24.9 2.8 28. 6 
Anes... ilk Jud ‘ he 12.1 
California...........- 23 11.9 | 1.9 45.9 
Cre. «2... dbs. tl ‘ 10.3 25.7 
Connecticut....___- ed dgiee qraeide pean te died bite aint haben 
Delaware - ___- td bt 
Florida........ 28.8 
Georgia. .___.-- | 8.1 
Idaho_. , 48.4 |_ 238. 2 
Mlinois g ie 
Indiana... ___- S05 .8 
Iowa . | 
Kansas_......- .| 
RemeIeKy.....ii.55 2.4 
Louisiana... ......... 5.3 | 3.8 
ane. ...... . | 1.5 1.5 
Maryland_. ee 
Massachusetts. . - - é 
Michigan_.._- 9.9 | 11.5 
Minnesota - .- | 15.0 11.2 
Mississippi 5 
Missouri et 
Montana 50.6 | 5.3 43.8 
Nebraska... = So ebas } 2.8 
Nevada .6 | 8.6 
New Hampshire. -- | 
New Jersey - .- af 
eee. We fe Bee ee Be a ige | 9.7 18.5 
New York__. wcll . 
North Carolina... .. 5.3 | 21.5 
North Dakota____- a 
Ohio_ L | 
Oklahoma.---__- ‘ De hasenss | 
Oregon... sites 37.0 a8 33. 4 
Pennsylvania__ | “ 2.2 
Rhode Island. __. | 
South Carolina 2.5 | 7.4 
South Dakota_- 4.6 | 5 
Tennessee Z eal ‘ 
Texas. ie 
Utah... , duit. SOS ‘ 13.6 | ia 41.0 
Vermont ; iu0 | 5 1.7 
Pass cradctinkiial a a i 3.2 14.3 
W ashington____-- sdaiinins 18.8 17.6 
West Virginia 5.8 | : 
Wisconsin. a Vans 7.4 | 6.6 oe 
Wyoming 6.4 | 4.0 
Hawaii_- nell : Sa cnncesinssnisintl 
District of Columbia. - --|----- 
Puerto Rico_- Lin caneme 3.2 
Alaska._- 21.4 | 12.6 28.7 
Total... eal ei 314.8 424.7 
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Exuisit 13.—Status of forest highway funds by States as of Feb. 1, 1957 


State 


DIO, Fi cick pncccnconngecectd ich Ae 
Arizona 
SE nich nnackventnanshee se nab iengwikdiansies 
INS skh A oniiieiinaicint anciemees tienen dndiianeion 
oe 
Connecticut........-- 
Delaware 
SL 2 aA. blip etenwsecetinindabdcanesennspnhin 

co, eee Sonatinas tekedeenedhy tn 

adh dh Elan annnkstmiannibew sone nin 

Tilinois.-.... nea deaianselianihansaboumnibapent sare tianntiednien neon 





IDG iid ghee inienncinicdinicnduccemsacnamdeliins 


Michigan 
Minnesota 
PT .ididininecadshviptoskoohucwabunees 
es a ee ee AA 


EE cnn Duewdnensaretaceot 
EE a ee 
DT EE, Lt dw sanenccunbubesacsoccceduteu 
Se a ats ciceeteinivintinebebibgie | 
ET inn cncadneKudtinaseknwneliat | 
North Dakota 
Ohio 
Oklahoma. - 
Oregon 
NE, Lon cnasnbasdancssecetwnnneh done 
SE writgnrnaicmcednacscnccinpesudenne | 
ins i ciceieetaaksngcakemeinbooets 
South Dakota 
Tennessee 


Sian aks Milakneeinsbbind sien wanbbntiskedibin 
Virginia 
Washington 
West Virginia 
de I id ciemnmegeeie 





Is A sccascidlainatiamandalsid sain emainunibinnh ae 
ta cleladaansieneiecdaanintesetad hala iiattivecnang tale 








| Authorized 


| 





















Programed Total jUn rogramed 
projects projects | alance 
| 
| | 
OROU ion skh $95, 000 $72, 713 
1, 510, 176 $1, 009, 141 2, 519, 317 | 161, 861 
sanitipieietaiiel on 220, 000 220, 000 473, 518 
4, 094, 303 3, 498, 478 7, 592, 781 271, 107 
2, 501, 164 1, 200, 327 | 3, 701, 491 110, 808 
etcecceecscoesoloees get wcore - | oo 
Pelt ccsisistin tasted 365, 203 | 365, 203 | 299, 998 
130, 000 eran lhe 130, 000 189, 570 
2, 672, 858 2, 265, 936 4, 933, 794 | 647, 384 
Se cian Bete ee, 110, 143 
Tt 4 its | 124, 476 | 19, 042 
6, 452 oe 6, 452 1, 626 
SR ts 58, 933 | 58, 429 
Rh icatan 131, 360 131, 360 | 77, 742 
10, 646 19, 074 90,790 |... tecuael 
cee eeeeeeones |e eee eee aeeee= --=—<+ - | encsessé « 
144, 160 352. 950 497, 110 279, 927 
374, 567 277, 433 652, 000 30, 508 
2, 000 305, 000 307, 000 143, 993 
178, 139 10, 586 | 188, 725 145, 257 
1, 981, 057 2, 907, 947 4, 889, 004 | 131, 238 
44, 181 1, 963 46, 144 ls a Sabah 
714, 052 345, 663 1, 059, 715 67, 337 
Be scindaailt } 6, 650 | 6, 650 i 226, 186 
746, 741 1, 349, 200 2, 095, 941 | 2, 753 
402, 500 197, 320 599, 820 199, 174 
101 788 | SP israel as 
RITES YRS. 10, 000 | 10, 000 33, 964 
eae . 58, 458 | 58, 458 19, 603 
2, 893, 612 4, 434, 057 7, 327, 669 208, 697 
MENGES hocnccecas o 165, 000 16, 840 
42, 000 15, 000 57, 000 90, 734 
356, 564 66, 632 423, 196 52, 758 
dniinnininerhinip ma chabenebetinee Ee nhbnbenamnie 137, 379 
aiabedantannie seal a can elicit 205, 620 
971, 556 369, 500 1, 341, 056 | 67, 702 
35, 894 6, 000 41, 894 | 50, 836 
135, 000 | 16, 318 | 151, 318 | 362, 001 
2, 524, 028 | 987, 000 | 3, 511, 028 | 56, 799 
16, 350 | 139, 750 156, 100 | 142; 430 
Se ee 392, 984 392, 984 | 54, 970 
361, 308 1, 710, 000 2, 071, 308 | 158, 858 
EE Baiticnsneeseesstontinaie Tee 
2, 460, 638 2, 268, 750 4, 729, 388 90, 654 
25, 822, 083 24, 939, 468 50, 761, 551 », 470, 159 
{ 
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Exuipit 14.—Public lands highways allocations to projects July 1, 1956—Feb. 1, 1957 





State and project 


Arizona. --... aad sedan 


Pama-# ):.,..2-...-.- 


Colorado: FLH-8 (3)... .. 


Idaho: 
FLH-15 (1)-.-- 


FLH-16 (1) ---....- 


Montana: FLH-F-333 (13) - 


New Hampshire: FLH- 
1 (2). 


New Mexico: FLH-12 (2). 


Oklahoma: 
TD I et 


FLH-9 (3) 


FPLH-10 (1) _.-...-..-..: 


Oregon: FLH-3 (16)-_..._-- 


T 


h: 
FLH-32 (1) 


FLH-382 (2) 





Vermont: FLH-105 (14)... 
Wyoming: FLH-12 (2)-.-- 





Savings from prior allocations-. __-_- 


Total allocations, July 
Reserve for contingencies 


Reserve for administration - 


Total availability of funds from July 1, 1956, through the 


1958 authorization, 


Location 


Bridge in vicinity of the Glen eer 
Canyon Dam (funds transferred | 
to the Bureau of Reclamation 
in accordance with provisions 
of the Second Supplemental 
Appropriation Act, 1957). 

To construct a 650-foot bridge and 
approaches over Little Colorado | 
River to Cameron on U. 8. 89. 

On U. 8. 666 extending southerly 
from FLH-8 (2). 


On U. 
S.H. 9 (Lewis and Clark) in the 
Clearwater and Nez Perce 
National Forests. 

On 8S.H. 9 (Lewis and Clark) in 
the Clearwater and Nez Perce 
National Forests. 








S. 68 (aerial survey) and |___- 


On 8.H. 19 between Grass Range |_______- 


and Malta at Missouri River 

near Armells Creek and Mis- 

souri River Bridge. 
Improvements on 8.H. 16 in the 


White Mountain National For-| 


est. | 
Replacement of several timber 
bridges totaling approximately 
297 feet in length on U. S. 666 in 
the Navajo Indian Reservation. 


On U.S. 271 from a point 12.8 miles 
northeast of Talihina, northeast 
to north boundary of Ouachita 
National Forest. 

On U. S. 271, from a point 7.6 miles 
northeast of Talihina, northeast | 
to Summerfield. 

Improvements toa portion of U.8. 
270 in the Ouachita National 
Forest. 

Widening of shoulders and 2-lane 
high type paving on a 5.2 mile | 
section of U.S. 95. | 


From Kanab easterly to Arizona 


State line near Glen Canyon | ea 


Dam. 


Approximately 15 miles westerly|__.___- 


from Utah-Arizona line, west- | 
erly across Peria Creek. 

8S. H. 9 in the Green Mountain 
National Forest. 

On U. 8. 20 Wind River Canyon 
section of the Shoshoni-Thermo- 
polis Road. 


1, 1956, through Feb. 1, 1957___-- 





Mr. Roonry. You may proceed. 




















Mr. Tattamy. Thank you very much, sir. 

I would like to now point out, if I may, that I recognize since I 
have only been with the Federal Government now for about a month 
that my detailed familiarity with all the figures involved is some- 
what limited, but I do have a general understanding of them and 
quite a detailed appreciation of ‘the problems with w hich we are all 
confronted. 











Releases 1957 1958 
from authori- | authori- Total 
prior zation zation 
years | 
$600, 000 |_. $600, 000 
$450, 000 450, 000 
et.* 180, 000 180, 000 
20, 000 | 20, 000 
| 
| 
fe 
$13, 509 407,000 | 350,000 770, 509 
250, 000 | 250, 000 
150, 000 | 150, 000 
| 
bhai 150,000 |..-.......| 150, 000 
| 
= 283, 000 |...... 283, 000 
Treeenese 107, 950 |........ 107, 950 
sides | 270,000} 270,000 
| 
a LT OUD es 190, 000 
fod | 450, 000 450, 000 
| | 
350, 000 350, 000 
| 
oe 250, 000 |_. 250, 000 
§ospaeqeey 400, 000 |..-- 400, 000 
—4, 514 ea | —4, 514 
8,995 |2, 987, 950. \1, 870,000 | 4,866, 945 
che, | | 60,914] 60,914 
4,514 | 12,050 | 69,086 85, 650 
13, 509 |3, 000,000 |2, 000,000 | 5,013, 509 





NATIONAL SYSTEM OF INTERSTATE AND DEFENSE HIGHWAYS 


I think that my experience in New York State would clearly indi- 
cate to me the various problems that we are going to have in the 
development of the Interstate and Defense Highway System, as well 
as the urban, primary and secondary programs. — 

The program authorized by the 1956 act provides for the improve- 
ment of a 41,000 mile Interstate System of modern roads and express- 
ways connecting the 48 States. I think it is interesting to note that 
90 percent of all the cities of 50,000 or more population will be joined 
by this system. , 

It comprises only 1.2 percent of the total road and street mileage 
of the Nation and yet it is going to carry 20 percent of all the traffic 
in the country. 

When we realize that today we have 65 million motor vehicles on 
our highways and that our estimates—and we believe they are con- 
servative—show that 20 years from now we are going to have 90 to 
100 million vehicles, we certainly have a terriflic problem which must 
be solved. 

Then, I would like to just point out, too, that over 40,000 people 
were killed last year on our highways, and that the cost of this, plus 
the property damage which results, amounts to over $4.5 billion a year. 

The design standards for the construction of the Interstate System 
have been approved, and we are now engaged in the construction of 
this great system. 

I would like to point out that when the Interstate System is com- 
pleted, there is no question at all but what there will be a terrific 
reduction in accidents, and in this great toll of both lives and property 
each year. Our experience has been that when we build controlled 
access highways of this nature the fatality rate is cut about two-thirds 
of the volume prior to their construction. 

In New York State our fatality rate has been 5.4, and to date the 
Thruway rate is 2.68. 

In addition to the great reduction in property loss and loss of life, 
this system and the other highways will certainly stimulate great in- 
dustrial activity and commercial activity and be a boon to agricul- 
ture, commerce, and increased land values. We have experienced all of 
those benefits everywhere that we have proceeded with the construc- 
tion of the Interstate System. 

In New York we can identify $200 million worth of new industrial 
construction adjacent to this type of highway—the New York State 
Thruway—and know that one of the primary reasons for the industrial | 
development has been the availability of that highway. 

Agricultural areas of the States, too, have greatly benefited as a | 
result of it, and there is no question either about its substantial im- 
portance to the national defense. Ly; 

The Congress of the United States and our administration have 
faced this highway problem squarely. 
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1956 FEDERAL AID HIGHWAY ACT 


In the 1956 Federal Aid Highway Act we have a dictate to com- 
plete the Interstate System and to go forward with the other three 
regular Federal-aid programs at an expanded rate. 
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The authorization provided by the 1956 act for the Interstate Sys- 
tem, together with those for the primary, secondary and urban roads, 
will make more Federal-aid highway funds available in the first 4 
years of this new program than were available in the preceding 40 
years. 

Now, no one can appreciate greater than I can, I am sure, the terrific 
physical job with which we are confronted to ac complish that objective. 
But I am thoroughly convinced because of the safety, the savings in 
loss of property damage and in lives, of the terrific economic benefit 
which is certain to spring from this program, and the advantages to 
our national defense, warrants every single nickel of it. 

During the first 8 months following ‘the enactment of this legisla- 
tion we have obligated approximately $900 million for the construe- 
tion of the Interstate System alone. Speaking of our Federal-aid 
highway program in its entirety, during the first 8 months we have ob- 
ligated $1.4 billion worth of work which represents a volume almost 
2% times that of the comparable period for the year before. 

Now, I will not burden you any more with those statistics. They 
are incorporated in the statement which I have filed for the record, 
and Commissioner Curtiss and my staff are here to give you the details 
of it. I would like to point out, however, that our 1958 budget esti- 
mates which are before you for review include the sum of $1.69 bil- 
lion for the Federal-aid highway program. ‘This item is in contrast 
to the other items in our budget because it is financed by revenues ex- 
pected to accrue to the credit of the highway trust fund. 


HIGHWAY TRUST FUND 


Current estimates of the Secretary of the ‘Treasury indicate that 
more than suflicient funds will be available in the highway trust fund 
to finance the Federal-aid highway budget estimates for the years of 
1957 and 1958. 

For the fiscal year 1957 the Secretary of the Treasury estimates that 
the revenue reecipts in the trust fund will total $1.542 billion, where- 
as, our current 1957 estimate of expenditures i is $1.05 billion. 

For the fiscal year 1958 the Treasury estimates that the revenue 
coming into the trust fund will be $2.07 billion against our estimated 
expenditure of $1.69 billion. 

in these figures you will note that we have reduced the estimate of 
total cash requirements for the current fiscal year by $100 million. 
The budget material which has been presented to you indicates that a 
supplemental appropriation of $350 million will be required for the 
current year, but our latest estimates cut into that figure and we will 
only need, we believe, $250 million rather than $350 million. We have 
made this reduction in our supplemental estimate because it now 
appears that, in general, the States will not find it necessary to request 
advances of Federal funds duri ing the first year of the program for the 
purpose of making prompt payment on advance acquisition of rights- 
of-way. 
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ORGANIZATION OF BUREAU OF PUBLIC ROADS 


Now, it is my plan to review the organization and staffing of the 
Bureau of Public Roads and to initiate any changes which may en- 
able us to carry this program forward even more effectively and effi- 
ciently—although we have done a fine job thus far—as I am sure the 
figures indicate. 

But, for example, some of the changes that we might make are as 
follows: We are thinking of the possibility of moving our Utah dis- 
trict office, which is at Ogden, to Salt Lake City, and our Montana 
office from Missoula to Helena, so that those two offices will be located 
in the same city with the State highway department. Now, they are 
not so located which is very inefficient, or appears to be, at least. We 
are also planning to establish a centralized Survey and Design Section 
in Vancouver, Wash., to handle those functions for our Federal do- 
main program in the Portland region rather than having them carried 
on in the district offices at Boise and Missoula. 

Of course, these changes and many others that we are studying now 
in great detail will be most carefully considered before they are made, 
but I do want to emphasize that we are concerned, as we should be, 
with making certain that everything we do is done in the most efficient 
manner and yet advance the program as the Congress desires us to do, 
and as the Nation certainly needs it done. 


FOREST HIGHWAYS 


In connection with our Forest Highways, which we discussed at 
considerable length this morning, our 1958 estimate includes the sum of 
$28 million for forest highways. This program is financed, as you 
know, by the general fund of the Treasury rather than the highway 
trust fund. 

The 1956 act also provided for a major increase in the authorization 
of these funds. 

During recent years the authorizations have been in the amount of 
$22.5 million; whereas, the new act brings them up to $30 million for 
each of the fiscal years of 1958 and 1959. 

The estimated cash requirements for the fiscal year 1958 do not now 
quite reach the new authorized level. However, obligations for proj- 
ects authorized are estimated at the full authorization rate for 1957 
and 1958. I thought that would be good to get into the record here. 


PUBLIC LANDS HIGHWAYS 





Public lands highways are also involved in our program, and the 
estimate for public lands highways is in the amount of $2 million. 
We see the need for a supplemental estimate for 1957 of $1 million. 

The 1956 act provided an additional authorization of $2 million for 
fiscal year 1957, supplementing the original authorization of $1 million. 

Contract authority is provided in the public lands highway program 
and, consequently, the estimated cash needs of the chrrent fiscal year 
indicate a minimum amount of $1 million will be required in a supple- 
mental appropriation. 
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INTER-AMERICAN HIGHWAY 


Insofar as the Inter-American Highway is concerned, we have re- 
quested an appropriation of $12 million, which represents the balance 
of the authorizations currently available for this project. 

It is apparent that funds appropriated to date will not complete 
the highway, since all currently available funds will be obligated by 
project agreements with the cooperating Republics by the end of the 
current fiscal year. Consequently, the remainder of the authorization 
will be coadad in 1958. jlo 

I might point out at this point that with present appropriations 
all of the highway grading, drainage, and structure werk for the en- 
tire 1,573 miles will be completed. 

That will result in no miles of unimproved highway; there will 
be 702 miles of what we call earth highway—the cuts will have been 
made and the fills will have been made, and the structures will be 
there, but the surface will be earth—there would be 141 miles of gravel 
surface ; and, 730 miles of bituminous surface. 

We have requested $12 million. The $12 million will cover up all 
of the earth highway that will be left at the end of the available ap- 
propriations. It will also enable us to construct 281 miles of paving. 
The end result will be 562 miles of gravel road, and 1,011 miles of 
bituminous paving, for the total of 1,573 miles. 

As was indicated this morning, an additional authorization will 
subsequently have to be made in order to complete the paving of 562 
miles which will then be gravel surface. 

Now, gentlemen, that completes my statement, but I will be happy 
to answer such questions as I am able to, and refer others to my staff. 

If I am fortunate enough to appear before you next year, I hope that 
I will not have to refer hardly any questions to my staff, 

Mr. Preston. It has been a very interesting statement, Mr. Tallamy, 
and we shall now go into a few of the details of the program. 

Mr. Tautiamy. Yes, sir, 


FEDERAL-AID FUNDS 


Mr. Preston. In order that we might start out with everyone un- 
derstanding what we are talking about, including the members of 
the committee, the normal Federal-aid funds heretofore made avail- 
able by direct appropriation are now merged into the trust fund? 

Mr. Tattamy. Yes, sir. 

Mr. Preston. You are actually carrying on two major programs: 
one is a 50-50 matching-fund program with the States, and the other 
is the Interstate System, which is on a 90-10 basis ? 

Mr. Tatiamy. Yes, sir; that is correct. 


NORMAL FEDERAL-AID FUNDS FOR INTERSTATE PROGRAM 


Mr. Preston. What is the estimated amount you will need for the 
50-50 matching program, and the amount for the interstate program ? 
Mr. Tatiamy. For fiscal year 1958 we estimate that we will need 
$765 million in interstate money and $800 million in primary, second- 
ary, and urban money, with a subtotal of $1,565 million; but we will 
need some additional smaller sums for disaster assistance in the amount 
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of $7,625,000; bridges over dams, $750,000; advances for right-of-way 
and construction at $100 million: and for administration and research, 
$16,625,000. 

While I am on that subject, gentlemen, I would like to say that this 
program, or this budget, was established in September of last year. I 
understand that it takes that long for us to get all these figures put 

together and ready for you. 

I have been studying our needs for administration and research as 
rapidly as I could, and at the same time car rying on studies in the field, 
and while I certainly believe we need this amount of money, I am not 
convineed yet our administration and research costs may not run more. 

I just want to make it clear that, as far as I am concerned, I want to 
give considerable more thought to the administration and research 
figure before I would completely agree that that is what is necessar y 
to advance this program the way you want it advanced. Yet, I do not 
want to submit anything to you which I am not sure that I can back up 
completely with studies. 

Mr. Preston. Is it not a fair statement to say that the conduct of 
the various State highway departments, with their rapidity in pre- 
paring plans, will have a great deal of bearing on what you will need, 
rather than your own planning in your own office? Is that true? 

Mr. Tarnamy. That is true. They are going very rapidly. We 
are working with the States in order to get the program moving. We 
must not fail to realize that now we are not only in the planning 
stage, but we are rapidly moving into the construction stage and, just 
as soon as the anane ts are awarded, then our men and many more 
men are going to be involved in inspecting the work, in approving 

contract estimates and processing the payments—auditing, checking 
on rights-of-way, which is going to be quite a sizable item and will 
be almost directly proportional to the rate we advance construction 
work, 

The rate will not be proportional in advancing plans, but I think 
it will be quite nearly a direct proportion in the advancement of actual 
construction. 

PUBLIC ROADS STAFFING 


BUREAU OF 





Mr. Preston. Let us see what effect this interstate-highway pro- 
gram has had upon staffing in your bureau, Could you give us the 
total increase in positions for fiscal 1957? 

Mr. Martix. Do you mean to date, Mr. Chairman? In the 1957 
estimate ? 

Mr. Preston. Give us your present employment, as against what 
your employment was before the interstate program was begun. 

* Mr. Tatnamy. Right now, Mr. Chairman, we have 1,909 employees. 
I will get you last year’s in just a second. That is on Federal-aid 
work? 

Mr. Preston. Yes. That is not counting other activities. Is 1,652 
the correct figure for 1957, as shown on page 1008 ? 

Mr. Marvin. The figure, Mr. Chairman, that we gave you for the 
actual is the gross, which includes all of our administr ation, inelud- 
ing the added, programs. We will get for you the number which is 
actually Federal aid. We will have it for you in just a moment, 


Federal aid, net. 
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Mr. Preston. Will it take very long? If it will, we will come back 
to that. 

Mr. Martin. I will have to find it here in our data. 

Mr. Presron. I believe you stated that the States are meeting their 
part of this increased program. They are coming up with estimates 
and plans ? 

Mr. Tatuiamy. Yes, sir. There are some States that are consider- 
ably behind, but there are many States that are way ahead, so that 
the average puts us right on schedule as of today. Some States—actu- 
ally there are eight of them—are working on their 1958 authorizations 
today. 

5 LOCATION OF INTERSTATE SYSTEM 


Mr. Preston. In that connection, Mr. Tallamy, to what extent are 
you having to revise or veto plans submitted by the States as to the 
location of these interstate highways? 

Mr. Tattamy. We are very careful about the location of these inter- 
state highways. That is one thing that I feel is vital to the success of 
the program. We have retained in the Washington office the approval 
of the basic location for the Interstate System, while at the same time 
we have been decentralizing much of our detailed operations, but basic 
location is one thing that we held onto. 

We feel that equal attention must certainly be given to local service, 
as well as to through service, and we want to make sure that the de- 
signers of the highways out in the field, whether they be in our own 
district office or in the State offices, in their zeal to provide an express- 
way for through traflic, do not neglect the economic importance of 
these highways to local traffic as well. We are, therefore, holding that 
function here, and we do frequently have to make suggestions to the 
States that they revise their thinking on the basic location of these 
routes. 

After we once approve the basic location, we leave to our district 
office the right to adjust it, within a few miles. For instance, whether 
they go on the east side of a town or the west side of a town, or through 
the town; we have left that with the district office. 

Mr. Preston. Of the Bureau of Roads? 

Mr. Tautitamy. Of our Bureau of Roads, but we have advised the 
States that if they are dissatisfied with the decision of our district of- 
fice of the Bureau of Public Roads—for instance, our district office 
might veto a proposal of the State and the State would be dissatisfied — 
we have told them, under those circumstances, they may appeal the de- 
cision of the district office to the regional office. They may likewise 
appeal to our office in Washington. So may an individual, as a matter 
of fact. 

Mr. Fioop. What was that last statement ? 

Mr. Tattamy. So may individuals, as a matter of fact, appeal right 
up to Washington if they feel that they have not been accorded the 
proper consideration at the local levels. 

Mr. Preston. Mr. Tallamy, I am not familiar with all the provisions 
of the act. Was considerable leeway given the Administrator to make 
decisions as to the location, or was the criteria established in the bill 
fairly strict 
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Mr. Tattamy. The criteria, I would say, are very strict. However, 
at the same time, the Administrator may make adjustments, provided 
he meets the criteria. 

For example, it is basic in the legislation that the interstate route 
connect the important economic centers of the Nation and serve the 
national defense, and a basic system has been developed to meet that 
purpose, and has been considered in all of the discussions in Congress, 
in the approval of the legislation. 

If a change were made in any one of the basic routes, I would have 
to satisfy myself that the new location would connect metropolitan 
areas of greater industrial and economic import to the Nation, and, 
likewise, be more important to the national defense than the other 
route. 

Mr. Preston. That makes good sense. 

Mr. Tattamy,. Yes. I think it does. 


PERSONNEL ENGAGED IN ADMINISTRATION AND RESEARCH 


Mr. Preston. I do not see any breakdown for your own organiza- 
tion. Are there figures in the justifications that would show us a break- 
down of your activity, by Washington office, by field offices, et cetera? 

Mr. Auten. No, sir, Mr. Chairman. The justification for “Admin- 
istration” is on page 1041 of the justifications. It starts with page 
1041. There is not any detail in the justification relative to a break- 
down of the Washington office from the field. 

I have that information on the basis of gross administrative em- 
ployees. That is, administrative employees that are engaged on all 
our various programs, including the Federal aid program. 

There are, in the Washington office, around 830 employees, of which 
813 are charged to our gross administration, and in the field, 1,096. 

The figures for the field are broken down by offices in each of our 10 
regions, as well as district offices in each of the States. 

I would be glad to put that into the record. 

Mr. Preston. That is roughly 1,900 people. We are talking about 
administration now ? 

Mr. Auten. We are talking about gross administration ; that portion 
of it which is applicable to Federal aid would as of February 28 be 
around 1,700 employees. 

Mr. Preston. Let us see if we understand what you are talking 
about. Does that include everything in the area of Federal aid to 
highways—engineers, et cetera ? 

Mr. Atien. Engineers, clerks, accountants, auditors—all the ad- 
ministrative force that is engaged on the Federal-aid highway pro- 
gram, the forest-highway program, and the work that we do for other 
aeuncies, such as the construction of parkways, park roads, and so 

orth. 

Mr. Preston. What other category would there be of employees 
now, other than the ones you have named, in your overall program ? 

Mr. Auten. In the overall program, we have, in addition to what we 
term our “administrative employees,” we would have other employees 
that are engaged in survey and construction of forest highway projects, 
and also the employees that are engaged in the construction and 
maintenance of roads in Alaska. 
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Mr, Preston. You do not have such a breakdown in the justifica- 
tions ! 

Mr. Auten. Not in that manner; no, sir. 

Mr. Preston. I think in the future it would be a good idea to do 
that in the justifications, so that we can have an idea of what 
is going on. You should show your previous employment, what your 
employment is for the projected fiscal year. 

Mr. Tatuamy. I think so, too, Mr. Chairman. 

Mr. Preston. It is a little difficult to look at these justifications and 
see through them quickly. 

Mr. Tattamy. You can understand why I cannot see through them 
quickly. I have the answer to your previous question on number of 
—— engaged in the administration of the Federal-aid program. 

he present number of employees is 1,697. We have been hiring em- 
ployees in the last few months. That does not mean that the average 
for the year was 1,697, but it does show that the average man-years is 
pretty close to our 1957 figure of 1,652. 

Mr. Preston. 1,652 is the figure for 1957 ? 

Mr. Tatuamy. For 1957, in the justification. 

Mr. Preston. You actually started on this interstate program in 
fiscal 1956 ? 

Mr. Tatiamy. No, sir; July of last year, fiscal 1957. 

Mr. Preston. You actually started in 1957? 

Mr. Curtiss. On a small scale it was started before, but the big pro- 
gram began really at the beginning of this fiscal year. 


LONG-RANGE STAFFING REQUIREMENTS OF BUREAU OF PUBLIC ROADS 


Mr. Preston. How much do you think this program is going to grow 
employeewise in the Bureau of Public Roads? 

Mr. Tatuamy. If I took a guess at it—which is all I can do at the 
moment—I would say that it would 

Mr. Roruscuitp. Some part of it is in your justifications. 

Mr. Preston. What page, Mr. Secretary? That would be the most 
helpful thing you could tell us right now. 

Mr. Auten. Page 1041, sir, will give us the detail as to administra- 
tive estimates in respect to Federal aid. That page of the justifica- 
tion indicates an increase for fiscal 1958 of 228 in average employment, 
of which 94 is due to our taking over the responsibilities and authori- 
ties and the personnel of the Alaska Road Commission, and 134 as an 
increase in our regular Federal aid program. 

Mr. Preston. In your regular Federal aid program ? 

Mr. Auten. Yes, sir. 

Mr. Preston. An increase of 134 people? I think that should 
prompt a question at this point. 

It has just been brought out there are 134 additional people re- 
quested in your fiscal 1958 program for regular Federal aid. Why 
do you need an increase of that many in your regular program? It 
is not stepped up any over what 1957 is, or what 1956 was. 

Mr. Roruscump. $25 million a year each year, Mr. Chairman. _ 

Mr. Curtiss. To answer one part of your question, the program is 
stepped up from $700 million to $850 million for the fiscal year 1958. 
That goes up further to $875 million for 1959, and in fiscal year 1956 
we had not quite reached the level of $700 million. 
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Mr. Auten. I think I have the answer to the chairman’s question. 
When I spoke of regular Federal aid, I meant all Federal aid, includ- 
ing interstate authorizations for the fiscal years 1957 and 1958. 

Mr. Preston. I see. When you say “regular Federal aid,” I was 
thinking in terms of the 50-50 program. 

Mr. Aten. I should have said, including the interstate program. 

Mr. Curtiss. The two are not segregated in these figures. In fact. 
we could not segregate them. 

Mr. Preston. That is 134 and 228. The 228 was broken down as 94 
in the Alaskan program, and what is the other ? 

Mr. Atren. 134 in our Federal aid program, including the inter- 
state. 

Mr. Preston. That makes up the 228. 

Mr. Auten. Yes, sir. 

Mr. Preston. The question I asked Mr. Tallamy was what he en- 
visioned long range as to how large the employee figure would be un- 
der this overall program in the future. Are you almost at a level now 
where you can go? 

Mr. Tatiamy. I really do not know. That is why I want to get 
out in the field and really make a survey of our organization, because 
I think anything I would say now would be just a wild guess. I am 
concerned that we do not have anywhere near enough men. 

Mr. Preston. You have an old hand on your right over there. I 
think we should have his thinking. What is your thinking, Mr. 
Curtiss ? 

Mr. Curtiss. I think Mr. Tallamy is right. The program is ad- 
vancing at a greater rate than we had estimated, and you will recall 
that for the past few years we have been streamlining our organiza- 
tion and cutting down on personnel, and we really waited too long 
to start building it up. The program is moving now and at a more 
rapid rate than we had anticipated. 

We are able to recruit personnel at a little greater rate than we 
thought we could or would be necessary back in September. 

Mr. Preston. What is your best guess as to how many additional 
employees over the 1958 level you will need by 1960? This is a guess, 
Mr. Curtiss. It is nothing you will be bound to. 

Mr. Curtiss. I would say three or four hundred. T would like the 
record to show that is a guess, Mr. Chairman. 

Mr. Preston. It already shows that. 


JONES POINT BRIDGE 


To move along here, have all matters of dispute been cleared up on 
the Jones Point Bridge? 

Mr. Curtiss. I think so, Mr. Chairman. We have letters from the 
two States which agreed to the terms of existing legislation, and we 
have just sent out a formal agreement for them to sign that would 
confirm what we have in the informal letters. 

Mr. Preston. Have those questions concerning the height and width 
of the span all been settled ? 

Mr. Curtiss. That has been settled. We have a permit from the 
Corps of Engineers, who are authorized to issue such permits, giving 
a horizontal clearance of 175 feet and a vertical clearance of 50 feet 
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for the bascule span, at the double bascule that opens up like that 
[indicating |. 


STATUS OF HIGHWAY TRUST FUND 


Mr. Preston. Have you got a statement of receipts under the tax 
plan supporting this program? 

Mr. ‘Tatiamy. Into the trust fund? 

Mr. Preston. Yes, sir. 

Mr. Tatitamy. We have that. Shall I submit this for the record 
or do you wish me to recite it? 

Mr. Preston. What is that? 

Mr. Tattamy. This is House Document 105, a letter from the Secre- 
tary of the Treasury, which indicates receipts. I will supplement that 
by giving you the monthly receipts to date. The Treasury report is 
on a yearly basis. 

Mr. Preston. We will insert the lower half of this document, which 
is House Document 105, submitted by the Secretary of the Treasury 
to the Congress. 

(The document referred to follows :) 


Estimated receipts, expenditures, and balance of highway trust fund, fiscal years 
1957-72 


{In millions of dollars] 





























Expenditures Status of trust fund 
Receipts |___ wee ae a, aaa 
(including | 
interest | Balance 
Fiscal year after de- | Primary, Annual net} credit (+) 
duction of | Interstate | secondary, Total credit (+) or 
| refunds) and or debit (— 
urban ! charge (—)| at end of 
year 
| 
a a a hig he } 1, 542 300 750 1, 050 +492 | +492 
ee i port er eS eee | 2, 070 1, 100 800 1, 900 +170 +662 
al Se hs aan a themeneaek | 2, 118 | 1, 500 850 2, 350 —232 +430 
EE eee Ee 2, 159 | 1, 600 900 2, 500 —341 +89 
a 2, 206 | 1, 395 900 2, 295 EE caiceemiecaabaniine 
AES csr eae 2, 258 | 1, 358 900 ee. oo ere 
a ea ae 2, 313 | 1, 413 | 900 SN iss iectne neti kee iat 
RS eo oa 2, 370 | 1, 470 900 SOMO Ec ccncssexes Soha 
Sen. ted neeeouene 2, 429 1, 529 900 SOUT Uaieatasesceleeea eee 
i tance aE 2, 490 1, 590 900 SMe ncn ac eh ee 
a a tina 2, 553 | 1, 653 900 es ee 
EN Ae epee 2, 619 1, 719 900 Tp GEE Wedsccneuendiuconasnuneeel 
RR eel SoG. ke cos memeeoan | 2, 686 | 1, 786 900 BE his, icccicie bees 
StI a:ateteeneitnts a ain obit oni ty acsenieniianmin | 2, 755 1, 855 900 i FAT ncenreensitty dtetaiedll nic hee 
BE chin on ciushtearterneeiemnaconte 2, 826 | 1, 926 900 A SI Chait eccicnes Bonin cae 
I titins siondntetmandiontinddasedamacadas! 23,139 | 2, 941 198 | Wee fncaedas adel nepiniicaaammean 
Tia ite ecu pte ds corniceson - 38, 533 l 25, 135° 13, 398 Wy OE fedcencncsscsdlcnaneanaeeen 

















! Assuming primary, sintindiaty, and urban authorizations totaling $900,000,000 annually, fiscal years 
1960 to 1970, inclusive. 
2 Includes receipts and refunds after June 30, 1972, of taxes and refunds accrued on or before that date. 


Source: Office of the Secretary of the Treasury, Analysis Staff, Tax Division, Feb. 28, 1957. 


Mr. Preston. If you have the month-by-month chart, we would 
like to insert that in the record immediately following the other i inser- 
tion. 

Mr. Tattamy. August, $10 million; September, $150 million; 
October, $175 million; November, $164 million; December, $144 mil- 
lion; January, $141 million; February, $205 million; March, $127 
million, to date. 
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Mr. Preston. It looks like the receipts are running pretty close to 


what has been estimated. 
Mr. Tatiamy. Yes, sir. 














a 
Feperat Ar Hienways (Trost Funp) 
Program and financing 
sali laitcntaticint png 
1956 actual | 1957 estimate 1958 estimate 
ate 
Program by activities: 
1, Grants for construction: 
(a) Interstate system-_..._..................--..| $156,073, 068 | $1, 100,000,000 | $1, 300,000, 000 
(b) Primary system. -.- anions oe 332, 088, 946 370, 000, 000 380, 000, 000 
(c) Secondary system. .-............-..------- 208, 912, 571 250, 000, 000 255, 000, 000 
(} Urban higbways. . ...~-~...6.-.-1.5-...-+-- 187, 919, 207 205, 000, 000 215, 000, 000 
Ce i cvunncnecasecneccme 26, 587, 596 5, 900, 000 8, 525, 000 
ee 849, 000 850, 000 850, 000 
2. Advances for right-of-way and construction... ....- . 100, 000, 000 100, 000, 000 
8. Administration and research. -..-_......-.- hoe "12, 243, 425 13, 250, 000 16, 625, 000 
Total obligations._...............-..- ois Sen 924, 673, $13. 2, 045, 000, 000 2, 276, 000, 000 
Financing: 
Comparative transfer from f) “Federal-aid + Pier 
ways, Bureau of Public Roads’’- - . - ._-- es onOR, GG, SEO Tide ceed ook Belidens 
Unobligated balance brought forw rard: 
Contract authorization _.._----- she iecnitvatancudhetinniedinit — 2, 450, 135, 990 
Unobligated balance of prior contract authorization 
transferred from “‘Federal-aid highways, Bureau of 
I i es tac emeingin —1, 080, 235, 990 }.......... 
ae balance carried forward: Contract au- 
Ee icdewicwa 2, 450, 135, 990 3, 057, 660, 990 
Unobligated balance no longer available: Contract | 
III St dive cncncncesdevsluelaadscsonnse i" sicllcdetain acts ee 24, 100, 000 21, 475, 000 
Contract authorization (new) (permanent). .......|-...........-.] 2, 580, 000, 000 5 ae 905, 000, 000 
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Obligations by objects 
1956 actual 1957 estimate | 1958 estimate 
BUREAU OF PUBLIC ROADS 
Total number of permanent I i 1, 825 1, 860 2, 497 
Full-time equivalent of all other positions..................... 10 10 226 
Average number of all employees. -.................--.------- 1, 679 1, 652 2, 723 
Number of employees at end of year-_.._- Science aeitaaaiiinn anil 1, 692 1, 67 3, 050 
= — = SS = SSS 
Average salaries and grades: 
General schedule grades: 
SIT SOI ic ta caundwivdvescacweesinsweweeibussd $5, 537 $5, 729 $5, 866 
INI GE sno Sicid desdstisal bine odameddettioatinincs GS-7.5 GS-7.7 GS8-7.8 
Ungraded positions: Average salary...................-.-- $5, 914 $5, 907 $5, 907 
01 Personal services: 
POPMIATIONS OMAONG aiid 5c whic din bounced iveclinsene $10, 118,759 | $10, 258, 000 $14, 320, 000 
Positions other than permanent..................-.... 38, 17 39, 000 1, 462, 000 
Regular pay above 52-week base. .................--.- SR O00 toc -cccnseccce 53, 000 
Payment above basic rates.............-..---.------.. yj 67, 000 1, 126, 000 
I i oss iii itnncditencadieemeibind 10, 246,642 | 10,364,000 16, 970, 000 
Oe a iti acrid hilar uct aeen em naae | 555, 044 645, 000 895, 000 
Se OR CRIIINE OF COI 6 dn on cnkn xn ccdumpdesdeasbarabaces | 44, 083 101, 000 410, 000 
ee Dn, eee re 151, 030 151, 000 166, 000 
Ie eer eee 253, 803 283, 000 380, 000 
eo er eee eee 99, 519 144, 000 148, 000 
oe Oe Otte. .. cennecbnnassaanehoen 454, 818 662, 000 810, 000 
EE Eee eae 190, 469 | 222, 000 1, 920, 000 
i EE Se ee ees 200, 841 | 348, 000 1, 047, 000 
11 Grants, subsidies, and contributions-....................- 912, 430, 388 |2, 032,073,808 | 2, 252, 537, 000 
CER EIEIID Gr TRGIIOIIIIING III 6 on ccc cminacaccunan|eccussnientenelvensscouuntcte 75, 000 
13 Refunds, awards, and indemnities_..................----- Ce Cocircit-dnnon anne biennial 
Be ee Gy bic ncatastddncccecnesneueuaanebaiod . 3, 000 33, 000 
ee See dic guéinphunemensseehenbaned 924, 635, 419 \2, 044, 996, 808 | 2, 276, 291, 000 
Deduct charges for quarters and subsistence. .............---- |-------------- Ncepactnnaeekn a 
TE ik oc ane tuncnrnncackenabubabebabaal 924, 635,419 |2, 044, 996, 808 2, 276, 000, 000 
ALLOCATION TO NATIONAL BUREAU OF STANDARDS, | 
DEPARTMENT OF COMMERCE 
07 Other contractual services... ................-.---...----- 38, 394 3, 192 steelers 
I III a oie cicsnit ents sincscintealinteeaeiianaiiacaaal | 024, 673, 813 |2, 045,000, 000 | 2, 276, 000, 000 





Budget authorizations, expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 


Transferred from ‘‘Highway trust fund” (adjusted appropria- 
ch ack andin cael ae tah etal ain en coreg eningieinbaiedasts 
Applied to contract authorization.__..._.............-.._-- 
Contract authorization (mew) (permanent) ........_...._-_____- 
Balance brought forward (contract authorization): 
Unobligated 
SRO EERE GAVE REE Se eae ie ee ae 
Balance of contract authorization transferred from ‘‘Federal- 
aid highways, Bureau of Publie Roads’’: 
Unobligated 
Obligated 


Total budget authorizations available. _- 
EXPENDITURES AND BALANCES 


Out of current authorizations to liquidate prior year contract 
I oe di co lias 5 ee eee gl ae 
Obligated balance transferred to “‘proposed for later trans- 
mission” item shown at the end of the chapter__..__________ 
Unobligated balance no longer available (expiring for obliga- 
tion): Contract authorization. . - Si De iecntdbbiabataeme aides 
Balance carried forward (contract authorization): 
Unobligated 
Obligated 


Total expenditures and balances 


1956 actual 


1957 estimate 





$800, 000, 000 
—800, 000, 000 
2, 580, 000, 000 


1, 939, 235, 990 
1, 160, 977, 848 


800, 000, 000 
350, 000, 000 
24, 100, 000 

2, 450, 135, 990 


5, 680, 213, 838 





1958 estimate 


$1, 690, 000, 000 
— 1,690,000,000 
2, 905, 000, 000 

» 3 ro 4 
2, 450, 135, 990 
2, 055, 977, 848 


5, 680, 213, 838 | 7, 411, 113, 838 


1, 690, 000, 000 
21, 475, 000 
3, 057, 660, 990 


2, 055, 977, 848 | 2, 641, 977, 848 


7, 411, 113, 838 


a 


ee 


| 
| 
| 


wan 


ee 











586 


Mr. Preston. At this point. we will insert in the record pages 1014 
through 1016 of the justifications. 
(The justifications referred to follow :) 


FEDERAL-AID HiguHways (Trust FuNpD) 


Summary of requirements 








RIOD, TOTES... 1.00. 1... .. «0: cschsnsncnanenamerentnensnniepenne peatitttndahainiitiedés $800, 000, 000 
Ie a cs eens cnepen einen meneame weep 350, 000, 000 
Total anticipated appropriations...................----- 1, 1: 50, 000, 000 
Deduct : 1957 appropriation applied to contract authorization__-— 1, 150, 000, 000 
I ikki inins ential enettlipne eillten Wildomar 0 

Requirements for 1958: Cash to be applied to contract authoriza- 
es cnssicdicticaitie ten teidemsinhietieliaMibals xeonssseseccion nec oe oie Seaman ateeaeemeetanin an Oe 


Total estimate of appropriation, 19! 58_ ee .. 1, 690, 000, 000 
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Mr. Preston. First, let us look at page 1007. You show an increase 
in positions of 524. Is that under “Grants for construction” ? 


TRANSFER OF ALASKA ROAD COMMISSION TO COMMERCE 


Mr. Tattamy. That is because of the addition required by the trans- 
fer of the Alaska Road Commission, so I am informed. 

Mr. Roruscuip. Which is simply a transfer from the Department 
of the Interior to the Department of Commerce, Mr. Chairman. 

Mr. Preston. You mean it is an item that is deleted from the In- 
terior budget and included in ours? 

Mr. Roruscutip. Yes, sir. 

Mr. Nretson. You will recall last year, Mr. Chairman, the Congress 
passed legislation which transferred the Alaska Roads Commission to 
the Department of Commerce, and the Secretary, of course, has dele- 
gated that authority to Public Roads. 

Mr. Preston. Are all these positions in that area ? 

Mr. Auten. Those positions are all in that area, but they are the 
construction personnel. They are the personnel engaged in the sur- 
veys of road, and the construction engineering crews supervising con- 
struction, and the maintenance forces in the Territory of Alaska. 

Mr. Preston. They are not new employees / 

Mr. Atten. They are not new Federal employees. They were for- 
merly employees of the Alaska Road Commission. 

Mr. Preston. They were carried in the Interior bill ? 

Mr. Aten. Yes, sir. 

Mr. Preston. There is no increase over the number for fiscal 1957 
carried in the Interior bill ? 

Mr. Auten. I do not think so, sir. I think it is the same number. 

(The following was submitted later :) 

Subsequent to the hearings a review of the Department of Interior Appropri- 
ation Act for the fiscal year 1957 indicates that there is an increase in the Bureau 
of Public Roads estimate for 1958 over the estimate of the Department of In- 
terior for 1957. The estimate in respect to average employment of the Bureau of 
Public Roads for 1958, applicable to the Federal-aid program in Alaska, is 726 
while the average employment covered in the 1957 estimates of the Department 
of Interior is 625. However, the 1957 estimates of average employment provided 
for under the appropriations titles of the former Alaska Road Commission in the 
1958 budget indicate average employment of 720. Appropriations to the De- 
partment of Interior for fiscal year 1957 for construction and maintenance of 
roads in Alaska amounted to $11,425,000. The Federal-aid apportionment for 
Alaska for fiscal year 1958 is $13,141,599. 

Mr. Nretson. Mr. Chairman, I am sure there is nothing in the 
Interior bill with respect to these items, because our negotiations with 
the Interior Department resulted in transferring this entire operation. 

Mr. Preston. We have no prior records here to go by on this appro- 
priation. 

Mr. Rotuscump. We will get them for you, Mr. Chairman. 

Mr. Nretson. Mr. Chairman, if T may, I would like to insert at this 
point in the record for the committee the number of people and the 
amount, et cetera, of the transfers, as a result of our negotiations with 
Interior on this transfer of the Alaska Roads Commission. 

(The statement requested for insertion in the record follows :) 

Section 107 of the Federal-Aid Highway Act of 1956 extends the benefits of 
the Federal-aid highway program to the Territory of Alaska, and provides for 
the transfer from the Secretary of the Interior to the Secretary of Commerce 
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of all functions, duties, and authority pertaining to the construction, repair, 
and maintenance of roads, tramways, ferries, bridges, trails, and other works 
in Alaska. Section 107 also provides for the transfer to the Department of 
Commerce of all personnel, funds, and other assets formerly employed or used 
by the Department of the Interior in connection with the transferred functions. 

In implementation of the provisions of section 107 all functions and responsi- 
bilities of the Alaska Road Commission were transferred to the Bureau of Public 
Roads on September 16, 1956, together with all personnel, funds, and other assets 
and facilities formerly utilized by the Alaska Road Commission. Integration of 
the Alaska Road Commission activities with those of the Bureau of Public Roads 
is progressing satisfactorily ; however, it will take a considerable period of time 
to work out the details underlying the mass transfer of functions and facilities. 

The transfer of personnel from the Alaska Road Commission to the Bureau 
of Public Roads was accomplished on a mass transfer basis and all employees 
were included. The total number of people transferred was 873 and their ap- 
proximate annual salary costs including differential totals $6,600,000. 

Mr. Preston. I would like to have that, Mr. Nielson. It is important 
to us for our bookkeeping. What is this total dollar-wise ? 

Mr. Roruscuiwp. $4,838,000. 

Mr. Preston. I am speaking of this whole activity of the Alaska 


Road Commission. 


COMPARISON OF FISCAL YEAR 1957 AND FISCAL YEAR 1958 ALASKA 
PROGRAM 


Would that be $227,625,000, as shown on page 1020? 

Mr. ALLEN. No, sir: that would not be the amount, Mr. Chairman. 
The Alaska Road Commission received appropriations for this fiscal 
year, for the current fiscal year, for construction, of $7,800,000, and 
for maintenance, $3,625,000, making a total appropriation for the 
current fiscal year of $11,425,000. 

Beginning with the fiscal year coming July 1, all of the former 
Alaska Road Commission highway work in Alaska will be finaneed 
from Federal aid, because Alaska was included in the Federal aid 
authorizations, as one of the States. 

Mr. Preston. Beginning in 

Mr. AtLEN. Beginning with the 1956 act. 

Mr. Preston. It is actually in effect now, then ? 

Mr. Auuen. It is actually in effect now, but for this year the work 
in Alaska is being financed from the appropriations made to the De- 
partment of the Interior. 

Mr. Preston. With these figures, it makes it difficult for us to un- 
derstand this budget. 

On page 1019, in addition to the 524 positions which appear op- 
posite the words “permanent positions,” we have positions other than 
permanent, 216. Where are they ? 

Mr. Auten. They are seasonal employees, employees that will be 
working in Alaska during the summer construction season. 





OBLIGATIONS BY ACTIVITIES 


Mr. Preston. Mr. Allen, let us put in the record at this point page 
1018. It has some information we should have for the record. 
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(The document referred to follows :) 


FrepERAL-Aip Higuways (Trust Funp) 






Obligations by activities 














Activity 1956 actual | 1957 estimate | 1958 estimate 





1. Grants for construction: 















Ca) Testamentary ates 2 oo os se lh eens $156, 073, 068 |$1,100,000,000 |$1, 300, 000, 000 
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EMPLOYMENT—FISCAL YEAR 1957 












Mr. Preston. Now, turn to page 1015. Your 1957 budget proposed 
1,825 positions, and 1,785 man-years for administrative expenses. The 
1957 column of the 1958 budget shows 1,860 positions, an increase of 
55, and 1,652 man-years, a decrease of 133. 

It also shows a decrease in personnel services funds of $486,000. 
How can you increase positions when man-years and money decrease ? 










ADMINISTRATIVE EXPENSE 


Mr. Aten. I think our difficulty lies, Mr. Chairman, in the fact 
that we, beginning with this fiscal year, have started a new system of 
accounting for our administrative expense. 

We have during this year been working with the accounting systems 
people of the Department of Commerce, the General Accounting Of- 
fice, and the Bureau of the Budget, making a comprehensive review 
of our accounting systems—both i in the Washington office and in the 
field. 

In connection with that review, it was decided that we could do a 
much better job if we accounted for all our administrative funds on 
a gross basis, rather than try to allocate so much of a person’s time 
to Federal aid, to forest highways, to access roads, to parkways, and 
so forth. We now charge ‘everything to Federal aid to begin with, 
and then each quarter we s reimburse Federal aid for the proportionate 
share that should be charged to the other programs. 

Now, in doing that, we have been able to actually reduce our Fed- 
eral-aid costs, because before we were paying for administration of 
parkway jobs and park roads and access roads and public lands high- 
ways out of Federal aid funds, but now, by having a gross adminis- 
trative fund, each program is bearing its share of administrative ex- 
pense, and for that reason the Federal-aid figures, in 1957, are no! 
comparable to 1956. 

Mr. Preston. You are talking about moneywise ? 

Mr. Aten. I am talking about moneywise and employmentwise. 

For instance, for the fiscal year 1956 Federal aid, fiscal year 1956, 
page 103 of the committee print shows that we had 1,679 average num- 
ber of employees. 


NEW SYSTEM OF ACCOUNTING FOR 
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Now, to put that on a comparable basis to 1957, we would have to 
reduce that number to somewhere around 1,600 or a little better than 
1,600, 

I am sure you will understand, those are somewhat estimates be- 
cause we were not accounting for our personnel on that basis in 1956. 
As to the figure of 1,692, which is also reported for fiscal year 1956, 
on page 103, as the number of employees at end of year, the com- 
parable figure in that case to the 1957 figure, would be around 1,605. 

Dollarwise, where our total administration in 1956 was $12,243 ,000, 


a 


which appears on page 101 of the committee print, that figure would 
be, on a comparative basis, around $11,800,000. 

Consequently, there is much confusion and we do regret it. We 
are trying to compare our 1956 budget with our 1957 whereas they 
were prepared on a different base. Fortunately the years 1957 and 
1958 are on a comparable basis, and next year we hope to come in with 
a complete budget on the gross basis. 

We could not go quite that far this year, because by the time that 
we got set up on a gross basis, it was too late to change the budget pres- 
entation, so we necessarily, unfortunately, have this confusion. 


DISTRIBUTION OF ADMINISTRATIVE EXPENSE 


Mr. Preston. I take it that, under your previous system, before you 
changed, the Federal aid to highways was bearing a disproportionate 
part of the administrative costs. 

Mr. Aten. It was. 

Mr. Preston. Of other programs. 

Mr. Auten. It was, to the extent that we were not charging the 
public-lands program, the access-road program, and the work that 
we were doing for the National Park Service parkways and park 
roads and trails programs, with a proportionate share of adminis- 
trative cost. That, of course, was not really equitable, so our system 
is now going to be put on a more proper basis. 

Mr. Preston. Where are your other objects, on Federal aid ? 

Mr. Auten. Other objects, Federal aid administration, would be 
found on page 1041 and an explanation of the increase will be found 
beginning at the bottom of page 1045, and then through 1046. 


CONTRIBUTION TO AMERICAN ASSOCTATION OF STATE HIGHWAY OFFICIALS 


Mr. Preston. Under “Grants, subsidies, and contributions” you 
show an increase of $661,000. What is that for / 

Mr. AtLen. That is our contribution to the American Association 
of State Highway Officials’ test-road project in Illinois. That is a 
research road project on which a series of tests will be conducted by 
the Highway Research Board of the National Academy of Sciences 
in cooperation with the Bureau of Public Roads, the several States, 
- other persons and organizations, to determine the maximum de- 

irable dimensions and w eights for vehicles operated on the Federal 
sid highway system, and for equitable assessment of highway costs 
among the various classes of highway users. 
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AUTHORITY FOR PARTICIPATING IN FINANCING TEST ROAD PROJECT 


Mr. Preston. What public law was that authority granted under? 

Mr. Arten. The 1956 act directed the Secretary of Commerce to 
take all steps to expedite this test-road project; section 108 (k) of the 
1956 act. 

Mr. Preston. This is a project being carried on by a private as- 
sociation ? 

Mr. Auten. No, sir. It is being carried on in cooperation with the 
American Association of State Highway Officials. 

Mr. Preston. That is private, as against the Federal Government ? 

Mr. Tatiamy. It is being managed and supervised by the National 
Academy of Sciences. 

Mr. Roruscuiwp. The State highway departments and the National 
Academy of Sciences. 

Mr. Preston. I wanted to find out a little more about this. We 
have not run across this before in the budget. We want to know some- 
thing about it. 

Did it carry authority to allocate or transfer money to make a grant 
to it? 

Mr. Auien. I think so, sir. Section 108 (k) directs the Secretary 
of Commerce to take all action possible to expedite this series of tests, 
and then there is another section of the 1956 act that deals with tax 
studies that directs the Secretary to use information derived in this 
test in the tax study. 

Mr. Preston. Are you reading from that? Is that what you have 
before you? 

Mr. Auuen. I have before me section 108 (k) of the 1956 act. 

Mr. Preston. Read that again, please, to take what kind of steps? 

Mr. ALLEN. (reading) : 

To take all action possible to expedite the conduct of a series of tests now 
planned or being conducted by the Highway Research Board of the National 
Academy of Sciences, in cooperation with the Bureau of Public Roads, the sey- 
eral States, and other persons and organizations, for the purpose of determining 
the maximum desirable dimensions and weights for vehicles operated under 
the Federal aid highway system, including the Interstate System, and after the 
conclusion of such tests, but not later than March 1, 1959, to make recommenda- 
tions to the Congress with respect to such maximum desirable dimensions and 
weights. 

Mr. Preston. Do you know anything about the total budget of this 
organization ¢ 

What percentage of the money we are granting? 

Mr. Anten. We are granting money in this particular budget prin- 
cipally for grading and paving and the costs of the research tests on a 
particular loop of the test that was built primarily to measure the 
effect of axle loads of vehicles of 2,000 and 4,000 pounds. This is in- 
formation that we needed to know in order to make this report to the 
Congress required by section 210 of the Federal-aid Highway Act 
of 1956. 

Mr. Preston. Why did not the law specifically state that the Ad- 
ministrator or the Secretary of Commerce had authority to transfer 
funds to this association, or research board ¢ 

Mr. Auten. The authority comes, Mr. Chairman, under section 10 
(a) of the Federal Aid Highway Act of 1954. That is Public Law 
350 of the 83d Congress. 
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Mr. Preston. What does it say ? 
Mr. AEN. It says: 


The Secretary of Commerce is authorized in his discretion to engage in re- 
search on all phases of highway construction, reconstruction, modernization, de- 
velopment, design, maintenance, safety, financing, and traffic conditions, includ- 
ing the effect thereon of State laws, and is authorized to test, develop, or assist 
in the testing and developing of my material, invention, patented article, or 
process. The Secretary may carry out the authority granted hereby, either in- 
dependently, or in cooperation with any other branch of the Government, State 
agency, authority, association, institution, corporation (profit or nonprofit), or 
any other organization, or person. The funds required to carry out the provi- 
sions of this subsection shall be taken out of the administrative and research 
funds authorized by section 21 of the Federal Highway Act, as amended. The 
provisions of section 3709 of the Revised Statutes shall not be applicable to con- 
tracts or agreements made under the authority of this subsection. 


FEDERAL AID HIGHWAY OBLIGATIONS 


Mr. Preston. Could you put into the record at this point what your 
obligations are thus far? 

Mr. Auten. Yes, indeed, sir. The total Federal aid highway obli- 
gations for all programs paid out of the trust fund, $ $1,437,333, 232. 

Mr. Preston. Are there any questions? 


LOCATION OF INTERSTATE SYSTEM AS TO STATES’ RIGHTS 


Mr. Froop. I had a rather upsetting experience at lunch—not any- 
thing I ate—but coming down the corridor I met a formidable array 
of Pennsylvanian w itnesses who are appearing before the Senate Com- 
mittee on Outdoor Advertising on Highways. Apropos of nothing at 
all, I mentioned that I was on the way here. 

Now, I have been listening to your statement in reply to Mr. Pres- 
ton’s s inquiries. It has been a very clear statement. This is your first 
year in town. Youare brandnew. One of the sacred cows of this insti- 
tution, as you have heard in song and story, is State rights. Period- 
ically we Yankees exhibit an interest in it. We have other friends who 
never cease to exhibit this interest. It is difficult to imagine any Fed- 
eral program from now on in that will be more directly and intimately 
concerned with that philosophy of Government than your program. 
Need I say more ? 

I represent the great Keystone State of Pennsylvania, a very great 
and big and old State. We are not amateurs at this business of build- 
ing roads. We have been at it for quite a long time. We are not new 
at the business of throughways, freeways, all that new lexicon of 
roads. 

From your extensive and recognized experience—and I am merely 
repeating this for emphasis, I do not think that I am telling you any- 
thing—you are aware of our problem, so when I raise this question I 
cast no aspersions and have no intention of doing so, upon any State 
highway department of the other 47 States. 

But we are very good and have been for a long time in a substantial 
State. So when all of that background produces a concept of routes 
in Pennsylvania, I have reasonable cause to expect the Federal Gov- 
ernment to believe that it was not done casually. That being the case, 
and for the same reason, we would not expect the Federal Government, 
Vis-a-vis ourselves, to act with any less casualness given a problem, I 
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was intrigued, therefore, by your remarks about States that are not 
in too much of a hurry to put a throughway through. 

Now, when a State like Pennsylvania, with a background that I have 
taken pains to portray, would produce a route, certainly your yard- 
stick would not be per emptorily applied. T would not think so. Tecan 
see under a set of circumstances in some States here, for this reason 
and for that reason and for other reasons, it would be for the greatest 
good. I take it for granted that is why you enunciated it. 

But by the very same token the sheer weight of evidence would take 
exception to your rule and so when the State of Pennsylvania comes 
to you with a road of that magnitude, a throughway across the State, 
the mere fact that it would not meet a yardstick which would intelli- 
gently apply to 11 other places for a different set of circumstances 
would of course not be the determining factor in the State of Penn- 
sylvania under those cireumstances peculiar to that State. That 
would be a reasonable statement, would it not, of a road problem in a 
cirenmstance like that ? 

Mr. Taritamy. Certainly if the State of Pennsylvania submits in- 
formation to ns concerning a particular route (and it has) we give 
that request from Pennsylvania. very careful consideration, and that 
is what we are doing now. When we give it that consideration we 
take into account all of the factors that have been presented in relation 
to different routes which are always possible in a particular area. 
And in doing that we also naturally have to consider the basic intent 
of the Federal legislation and its effect upon adjoining States and the 
national economy. 

Mr. Froop. May I point out that that is commendable. However. 
there is no place in your yardstick for the arbitrary injection of an 
entirely new terminal out of the clear blue sky upon the appearance 
on the stage of other interests. That, of course, has no place in vour 
rule book at all, does it ? 

Mr. Tartamy. Well, I do not really- 

Mr. Froep. You wouldn't torture the purpose for such a through- 
way out of all concepts if the road was born to be the through- 
way from New York to Chicago for which there is desperate and crv- 
ing need and has been for a hundred or more years. Certainly there 
is no place in your rule book to have its terminal slumping around 
some place else. You would not do that ? 

Mr. Tatiamy. I would say that one would have to consider whether 
or not there were routes between New York and Chicago which were 
adequate, which were planned as a part of the Interstate System, and 
whether or not the projected route proposed by a State was in addition 
to the existing routes, or whether or not it was forming a link between 
some other great. metropolitan area and Chicago, which was originally 
conceived by Interstate System legislation. 

Mr. Froon. The statute does not so spell. You see, thereby hanes 
the tale. Are you not getting pretty close now to what we are afraid 
of here? You are beginning to sound like “Papa knows best” at that 
point. That is not good. 

Mr. Tatiamy. I do not know what that is. 

Mr. Froop. Well, let me hasten to assure vou that we are observing 
with interest recent new members to the dramatis personnee of dis- 
tinction who espoused this new development. I hope that this is not 
a guinea pig because if it is you are flying in the face of the gods. 
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Mr. Tatuamy. I would not want todo that. 


Mr. Fioov. No. You are much, much too nice a fellow. You even 
look nice. Thatisall. 


EFFECT OF EXPANDED HIGHWAY PROGRAM ON NATION’S ECONOMY 


Mr. Bow. Mr, Chairman, I would just like to ask one question. A 
matter has come to my attention that I think is rather interesting. 
An article appeared recently in a local paper that stated as follows— 
and I would like to ask whether you think this is substantially correct: 

A private research organization yesterday estimated the Nation’s 13-year high- 
way program would generate an average of 880,000 jobs a year in 190 industries. 

The Council for Economic and Industry Research, Inc., issued an analysis of 
the economic impact of the $50 billion program plus another estimated $50 
billion worth of roadwork not aided by the Government. 

The study indicated that highway construction will require, as an annual 
average, 28 percent of the country’s 1956 output of cement and 12.8 percent of 
the entire production of paving and roofing materials. 

It indicated also that the indirect consumption of some materials will far 
exceed the direct consumption. CIR said the requirements of steel for road- 
building machinery, equipment, vehicles, and other indirect items will be five 
times greater than the steel actually used on the job in bridges, culverts, and the 
like. 

Would you say that is substantially correct ? 

Mr. Tatiamy. Parts of it are and other parts are conjectural. 
There is no question in my mind but that the economic impact of this 
highway program will be beyond the concept of any of us here today. 
I think that it is going to be terrific based upon the experience that 
we have had in every area of the Nation where roads of this nature 
have been built. New industries spring up like magic along them, 
with all sorts of beneficial impacts upon the area including new em- 
ployees and greater payrolls. It affects the commercial establish- 
ments of the area. It affects the recreational sections of our country 
even hundreds of miles away from these basic routes themselves. 
Agriculture gains by having a broader market in which to distribute 
its goods. The people in the cities gain because they buy their goods 
fresher and cheaper, and products manufactured in the cities are dis- 
tributed more economically. The cost of moving commodities, I think, 
can be best described by the experience on the New York Thruway of 
one of our important trucking companies in the Albany area. 

The company operates a big fleet of trucks between Albany and New 
York City. They have for many years. We received a letter recently 
from them stating in effect that they had operated now for a period 
of 2 years over the thruway without a scratch on any of their ve- 
hicles, and as a result their insurance had been cut down $50,000 a year, 
They paid in tolls a little less than $50,000 a year. 

Now, when you think of the fact that tolls on a toll highway repre- 
sent the cost of construction, maintenance, operation and interest on an 
investment, and when the tolls alone are equal to, or less than, the sav- 
ings in insurance, it certainly demonstrates that that one factor alone 
warrants the building of these great highways. But the story did 
not end there. 

They pointed out how, as a result of flat grades, easy curvatures and 
no stop lights, their gasoline consumption and oil consumption was 
greatly reduced. Maintenance on the engine and transmission and 
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brakes was cut in half. They were able to increase the number of 
recaps of tires a great deal, and realized a substantial increase in tire 
mileage as a result of no stops and starts. 

Then they went on by saying that they could use lighter tractors to 
pull the trucks. The tractors cost less money in capital investment, 
and as a result of the lesser weight they were able to carry 1,500 pounds 
more payload on each trip. That is a fabulous story, I think, of the 
beneficial effects connected with commercial use of these highways. Of 
course, those savings are transmitted to the shipper and to the recipient. 
All these things that I have mentioned salaalety are going to produce 
a terrific benefit to our country, and in that respect I agree whole- 
heartedly with the article you quoted. 


FORECAST OF STEEL AND CEMENT REQUIREMENTS 


Mr. Bow. This refers specifically to steel construction. 

Mr. Tatiamy. Steel and cement. 

Now, I know that must be conjectural because we do not know yet 
what percentage of the roads are going to be constructed with portland 
cement. Therefore that cement factor must be conjectural, because 
whether or not we use portland cement in a particular area, or asphaltic 
concrete in a particular area, will be predicated upon the overall eco- 
nomics. Economics involve the cost of other available aggregates 
which go into that particular type of concrete. 

The experience of the contracting industry in the area and how they 
are equipped and manned will go into it, and we just cannot tell at 
this stage of the program how the contracting industry is going to 
develop and how the economics of cement versus asphalt are going to 
develop. 

I would say that you could not put your finger on that figure now. 

As far as the steel is concerned, we have had great shortages of 
structural steel in the past and right now are delayed sometimes in ob- 
taining structural steel. The highway departments, as a result, are 
rapidly going to the use of what they call prestressed concrete, which 
is a prestressing or a poststressing of the steel in the concrete, which 
merely means that when you go to the library and pick up a bunch 
of books and hold your hand this way [indicating] you can carry a 
whole batch of them without them flopping to the ground, and that 
is what prestressed concrete is. You put your wires, or steel, in the 
concrete and stress them so that the concrete pulls together. Then 
when you put a load on it the concrete does not crack on the bottom 
and let the load fall down. That is what we call prestressed concrete, 
and it can be used as a substitute for steel. It is being used a great 
deal. It is now competing successfully economically with steel. 
Where we have put it up under alternate bids it has frequently been 
less costly than steel. The more it is used the cheaper it will become, 
because the contractors will get familiar with using it and the laborers 
will get familiar with handling it, so it will become cheaper. 

Again, it is utterly impossible to say, in my opinion, at this stage 
of the program, what percentage of the steel production will be in- 
volved in the future construction. 
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STEEL USED IN MANUFACTURE OF CONSTRUCTION EQUIPMENT 


Mr. Bow. This refers to steel for roadbuilding equipment, machi- 
nery and equipment rather than highway use. 

Mr. Tautiamy. As far as roadbuilding equipment is concerned, the 
use of steel will undoubtedly be greatly increased because roadbuild- 
ing equipment will be in much greater demand than it is now. I would 
say double in the next 2 or 3 years. Of course, as far as the use of 
motor vehicles is concerned, there will obviously be increases because 
these highways not only divert traffic from existing roads onto new 
roads, but they generate traffic—usually to the extent of about 50 per- 
cent of the amount of traffic they divert, so we can look forward to a 
great deal of increase in traffic volume, which in turn, of course, 
means more freedom on the other roads and in the end more motor 
vehicles and more trucks. 


PENNSYLVANIA TURNPIKE 


Mr. Bow. Thank you very much. I would like to say at this point 
and to Congressman Flood that those of us who live west of Pennsyl- 
vania owe a great debt of gratitude to that State for the fine highway 
they have going through Pennsylvania, which is now hooked onto an 
Ohio turnpike. But you did lead the way and over the years we have 
appreciated very anid the great highways in that State. 

Mr. Fioop. I am glad to hear the gentleman say so. We wish to 
continue exactly in the same direction, if you know what I mean. 


Mr. Preston. Two questions and we will adjourn until tomorrow 
at 10 o’clock. 


LIMITATIONS ON WEIGHT AND DIMENSIONS OF TRUCKS 


Was something said here earlier to give me the impression that per- 
haps the Federal Government is going to enforce a limitation on the 
weight and size of trucks on these interstate highways? 

Mr. TatuAmy. No; there is no intent that I know of to do that, but 
there is a requirement in the 1956 act whereby we will advance facts 
to Congress relating to the effect that the different sizes and weights 
of vehicles have on the cost of maintenance and operation of the 
highway system. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Tatuamy. The last answer that I gave you was right as far as 
the study we are making to present to Congress is concerned, but there 
is a provision in the 1956 act which states that no funds authorized 
for the Interstate System shall be apportioned to any State which 

ermits the lawful operation of motor vehicles on the Interstate 
Cries with weight in excess of 18,000 pounds carried on any one 
axle, or 32,000 pounds tandem axle weight, or a gross weight in excess 
of 73,280 pounds for the entire vehicle, or a width of the vehicle in 
excess of 96 inches, but it does state further that nothing in that par- 
ticular act shall be construed to deny apportionment to any State al- 
lowing the operation within such State of any vehicle or combination 
thereof that could be lawfully operated within such State on July 1, 
1956. 
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So it did not change what was in existence at the time of the passage 
of the 1956 act. 

Mr. Preston. I suppose those dimensions and specifications pretty 
generally conform to those of the States? 

Mr. Tattamy. The majority of the States conform te those limits 
now; yes. 
Mr. ‘Preston. We will adjourn until 10 o’clock tomorrow morning. 





Wepnespay, Marcu 20, 1957. 


Forest Higuways 


Program and financing 


| 








1956 actual | 1957 estimate _ 1958 estimate 
Program by activities: | jot F 
- Construction of forest highways fs ...---| $19, 762, 068 $29, 404,800 | $29,310, 000 
2. Administration._- : ad ail 706, 577 485, 000 590, 000 
3. Forest Service administration - Swale 91, 322 110, 200 pie 100, 000 
| ——+ - ~ _ —_ meno —_= — 
Total obligations io ; 20, 559, 967 30, 000, 000 | | 30, 000, 000 
Financing: | | 
Unobligated balance prement forward: 
Appropriation - - ‘ : —10, 306 |___- 
Contract « authorization. . Laas apd Kien .-| —20, 139, 465 | —22, 069,192 | —22,079, 498 
Unobligated balance carried forward: 
Appropriation. . deshedist.< jie deb | 10, 306 | 
Cc ontract authorization aed Sieateinaninn lee ..-| 22,069, 192 22, 079, 498 22, 079, 406 
Contract authorization (new) (permanent) - ----| 22,500,000 | 30,000,000 30, 000, 000 







Status of unfinanced contract authorization 


| 1956 actual | 1957 estimate | 1958 estimate 
| 


| 
Unfinanced balance brought forward ----- seth denteatadtl $41, 500,000 | $39,250,000 | $46, 250,000 


Contract authorization (new) (permane Ses asain kite 22, 500, 000 30, 000, 000 30, 000, 000 
Unfinanced balance carried forward... .. ve staddncaahel Sa Oe 000° — 46, 250, 000 —48, 250, 000 


Appropriation to liquidate contract authorization. --- -- 24, 750, 000° 23, 000, 000 , "98, 000, 000 
| | 
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Obligations by objects 
1956 actual | 1957 estimate ik 1958 estimate 
BUREAU OF PUBLIC ROADS | 
| 
| 
Total number of permanent positions._._...._---...---------- 613 | 480 | 480 
Full-time equivalent of all other positions_..._............-.---- 175 183 197 
Average number of all employees____...............---------- 647 | 596 | 535 
Number of employees at end of year. .........-..------------- | 966 | 880 925 
Average salaries and grades: | | 
General schedule grades: | 
Average salary 2 cp vawiews vss ackewiee boasas asus $5, 537 | $5, 729 | $5, 866 
Aver: age grade... B le eae GS-7.5 | GS-7.7 GS-7.8 
Ungraded positions: Av erage sal: ary a ‘ 06 bE $5, 907 | $5, 907 
01 Personal services: | 
oo -------| $2,518,744 $2, 183, 000 $2, 342, 700 
Positions other than perm¢ inent_.- “a centage | 642, 786 679, 000 | 730, 000 
Regular pay above 52-week base- ------ ‘ | 9, 552 | : | 7, 300 
Payment above basic rates................-.-- 93, 696 88, 000 95, 000 
Racscenbgeh |. Sep thesisaniahdebGiaeonies 
Total personal services...........-------- aban 3, 264, 778 | 2. 950, 000 | 3, 175, 000 
ey eS ee eee c Bénin Ueensetoat teieetentoe 347, 301 340, 000 380, 000 
03 Transport: ition of things Rite de Sandee dep eee | 42, 764 45,000 | 45, 000 
04 Communication services_....-....-- ekcaéeduniwettner 25, 892 | 15, 000 15, 000 
05 Rents and utility services_.__.__- ken Seances , 91, 401 | 80, 000 | 90, 000 
06 Printing and reproduction-._-__-__- . / 16, 553 | 15, 000 | 15, 000 
07 Other contractual services. —___- ; seakaasion bear 226, 250 | 815, 000 940, 000 
0&8 Supplies and materials.................- serbian 458, 997 | 480, 000 540, 000 
09 Equipment Lo eeicasiait ; ieietarinccesieaiaeiakal 377, 581 400, 000 | 400, 000 
10 Lands and structures. 15, 600, 750 24, 845, 000 24, 235, 000 
11 Grants, subsidies, and contributions: Contribution to | | 
retirement fund | la 150, 000 
13 Refunds, awards, and indemnities______.-_- So eee seed 75 |... peices ns 
15 Taxes and assessments. ._.........-.-- despite 13, 797 | 45, 000 15, 000 
Subtotal ae aeons a lgiod 20, 466, 139 iq 30, 000, 000 | 30, 000, 000 
Deduct charges for quarters and subsistence - ----.-- * 2,714 py ts 
Total, Bureau of Public Roads__.............._.--- ; , 463, 425 | 30, 000, 000 sis —_ om, 000 
oz ————— 7 — — ——— 
ALLOCATION TO FOREST SERVICE, DEPARTMENT OF | | 
AGRICULTU RE | { 
i i 


Total number of permanent positions...............-..------- 4 
Average number of all employees nhuntbic dna. wianhgecncmecteed aca 12 | 
Number of employees at end of year 77 


Average salaries and grades: } 
General schedule grades: 
Average salary_............- $4, 999 
Average grade : samnatinaaieneta é GS-6.6 
Ungraded positions: Average salary... ......-- tetas ai $4, 168 |... 


01 Personal services: | | 














| 
Permanent positions.._...-.-- + pace nmiodab eagle $82, 740 oo ; icine apache = 
Positions other than permanent. ina ein dnt lseecdantaieaatal .| BG Lind natiociuubscciimadekiaaninn 
Regular pay above 52-week base_-_........--..------- | er ics Sati duglocachhamemeee 
Payment above basic rates................--..--------]} , | = seule . 
—| a — — 
Total personal services........-....---------- odeecil 85, 176 lashes 
Ce ibaa: oicindnipgeadustiincaesencsnnknomboksdudinaduned | BE tittcococenskcalsaaiuhietn : 
03 Transportation of things isis sicko src ssn tas snipe gible 1, 283 | ris Seasbacabceanaa 
04 Communication services_.......-- pec hunduatiteeaeaaaicenite take E WE Biba obi ndcs nvainceleaiel = 
GD BUONO CRTC SU FICO. ook ccc cece ncsicnncnasccese| 20 | ian inteele 
06 Printing and reproduction--__-_-- aussdpinbamabdetaaaaihd jail Bias nce oauanipninnae 
2? Other contractual services... ....................... shanti 1, 384 |_._- | ens saeiemes 
Services performed by other agencies.......----------- DG Dacieainenanivainnbeaunsiiamnts ae 
08 Supplies and materials_._-_- Sieimckacuawscamnegeabeese DEE Diinsrtecnngwtnsic teniidal ei 
OP I oi ince np ccwen scence a un acai ail easton eek taathdidea sa villen 366 |... Ae D sintaepeheredaeeoles 
15 Taxes and assessments-.---- putnnneinntsimadodidbece Oe tase ian mes eee ee 
Reiss abn ddknecenseedbdatinns cotae tim abel 96, 672 ‘ ‘ . i chedabii 
Deduct charges for quarters and subsistence. .......---------- ee ae 
OCR, PUOeE Bet WICC ions cc cscesanncticpansatubsskctns 96, 542 | _-- 
Webel ctipatiene ss ois hate cca ween nap eeegade mee | 20, 559, 967 "$30, 000, 000 | $30, 000, ‘000 
\ | 
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Budget authorizations, expenditures and balances 














1956 actual | 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
ee BE, on ince scnbddsncnce $24, 750,000 | $23,000,000 $28, 000, 000 
Applied to contract ‘authorization.___- ; . — 24, 750,000 | —23, 000, 000 — 28, 000, 000 
Contract authorization (new) (permanent) -.-....__.-- 22, 500, 000 30, 000, 000 30, 000, 000 
Balance brought forward: 
Unobligated: 
Appropriation _ - -_-- a . ; 10, 306 ‘ 
Contract authorization_____--- ‘ 20, 139, 465 22, 069, 192 22, 079, 498 
Obligated: 
Appropriation_ Cb nnnsithtwe 179, 167 1, 271, 147 | é 
Contract authorization. 21, 360. 535 17, 180, SOS 24, 170, 502 
Total budget authorizations available...............| _ 64, 179, 167 70, 531, 453 | 76, 250, 000 | 
EXPENDITURES AND BALANCES f ip exeimtheor 
Expenditures— i 
Out of current appropriations to meneeeee oF prior year con- ' 
tract authorizations-___--...-- 23. 647, 714 { 23, 000, 000 28, 000, 000 
Out of prior authorizations____-.-- Daido aaah eel end anti Pe 1, 281, 453 : : 
Total expamdttures......:2............. 23, 647, 714 24, 281, 453 28, 000, 000 
Balance carried forward: j 
Unobligated: j 
Appropriation _ . Cilévedudcanscceubencencenen WO B00 Pouce sss } . 
Contract authorization...._.__- 22, 069, 192 22, 079, 498 22, 079, 498 
Obligated: 
Appropriation ..............- » 271, 147 |}... Fist * Ji 
Contract authorization _--- 17, 180, 808 24, 170, 502 26, 170, 502 
Total expenditures and balances. ----.--.--- — 64,179,167 | 70, 531, 453 76, 250, 000 





Mr. Preston. 


int. 
(The page referred to is as follows:) 


The committee will come to order. 
The first item this morning is “Forest highways,” 
106 of the committee print and page 1049 of the justifications. 
We will insert page 1050 of the justifications in the record at this 





> found on page 
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Mr. Presron. Yesterday we had a good deal of testimony and com- 
ment about forest highways S, SO perhaps it will not be necessary to 
go into much detail this morning. 

Mr. Curtiss, do you want to make a brief general statement ? 


GFENERAL STATEMENT 


Mr. Curtiss. I would like to make a very brief statement, Mr. 
Chairman. 


FOREST HIGHWAY SYSTEM AND ITS CONDITION 


This appropriation is to provide for continuing the improvement 
of the forest highway system. This system consists of 24,267 miles. 
About 75 percent of that is coincident with either the primary or sec- 
ondary Federal-aid system. Only about one-third of this mileage is 
fully adequate for present traffic volume. Much of that particular 
mileage was built many years ago and it is on poor alinement and 
without adequate surfacing. 

No cooperation is required from the States, but we do get voluntary 
contributions to the forest highway program. Also, the States main- 
tain forest highways after they are built and are spending about $10 
million a year to maintain these highways. 

The authorization for the current fiscal year for forest highways 
is $22,500,000, and the amount of the appropriation is $23 million. 

The Federal Highway Act of 1956 provided for continuation of the 
forest highway program and increased the authorizations for the fiscal 
years 1958 and 1959 to $30 million. We are expecting to utilize the 
full amount of the authorization. 


1958 BUDGET ESTIMATE 


Our estimate for 1958 is $28 million, $2 million less than the au- 
thorization. Although we expect to obligate $30 million during the 
current fiscal year there will be a lag in the requirement for cash and, 
in fiscal 1958 we will not quite need ‘the full amount of the authoriza- 
tion in order to carry out a full program. The $28 million estimate 
will be ample to permit us to carry forward a full program under the 
authorization. 

That completes my statement, Mr. Chairman. 


POSSIBILITY OF CURTAILING PROGRAM 


Mr. Preston. Mr. Curtiss, in the light of recent testimony by the 
Secretary of Commerce before this committee, the committee would 
naturally be inclined to give some consideration to appropriate lan- 
guage in the bill to rescind this additional authorization which the 
Congress passed and the President approved of $7,500,000. How would 
this affect the program? Can you get along very well without it? 

Mr. Curtiss. It would be necessary for us to virtually discontinue 
letting contracts until we could adjust the planned program to what- 
ever sum is authorized. 

Mrs. Preston. It would simply extend the program over a little 
longer period of time? 

Mr. Curtiss. Yes, sir. 





ANALYSIS OF INCREASED EMPLOYMENT AND OTHER COSTS 


Mr. Preston. Would you discuss the 39 man-years requested for 
1958, appearing on page 1052? 

Mr. Curtiss. I would like Mr. Allen to testify on that question. 

Mr. ALLEN. The 39 man-years increase results from the increase in 
Oe volume of the program. The appropriation estimate for the fiscal 

“ar 1957 is $23 million, and that is largely a measure of the work that 
will actually be done out in the field during the fiscal year 1957. . But 
the estimate for 1958 of expenditures is $28 million. That means that 
there will be more work under actual construction and we will have to 
have more engineers and assistants out on the jobs supervising the con- 
struction. 

Mr. Preston. The 39 man-years then are related directly to the in- 
crease of $5 million over the fiscal year 1957 level ? 

Mr. Auten. Yes, sir. 

Mr. Preston. With reference to your other objects you have certain 
increases, and I see one decrease. We are interested in that. What 
does that decrease of $610,000 represent ? 

Mr. Atuen. In carrying out the program during fiscal 1958 there 
will be more actual work under construction which will require more 
personnel, In turn, additional personnel will generate additional per 
diem costs while on the projects as well as these other increases for 
other objects. In view of that, and in view of the fact we also have 
to provide for contributions to the retirement fund next year, it is 
- essary. then to reduce the total of actual construction contracts to 
he obligated during 1958 by some $600,000. 

Mr. Prestox. W hy is that item carried under the head of “Land 
and structures” / 

Mr. ALLEN. Because it is direct Federal construction. 

Mr. Preston. Does the word “structure” embrace a road / 

Mr. AtLeN. It embraces the highways and the bridges. 

Mr. Curtiss. That is budget terminology for classification of that 
type of expenditure, 

Mr. Preston. All of your increases in other objects are related to 
the additional $5 million ? 

Mr. ALLEN. They are related to the additional $5 million in the 
estimate of expenditures. 

CURRENT EMPLOYMENT 

Mr. Presroxn. What is your present employment, Mr. Allen / 

Mr. Auten. The present employment on forest highways is 512 
permanent employees and 82 other employees. 

Mr. Preston. As of what date / 

Mr. Atrenx. That would be as of January 31, 1957. 

Mr. Preston. That is just two positions under your forecast for 
L957: is it not / 

Mr. Auten. Yes. That would just be a few positions under our 
forecast of the average asda bases 

Mr. Preston. How much have you obligated to date / 

Mr. Antex. We have obligated about $17,193,628 on forest high- 
Wavs, 
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Mr. Preston. Mr. Allen, we talked about a matter yesterday that 
may be applicable to this question now. I do not know. You say 
that you have 512 positions, or 512 people on the rolls. 

Mr. Auten. We have 512 permanent people on the rolls; 82 tem- 
porary and others, making a total of 594 on the rolls. 

Mr. Preston. That is right. 
aan Auten. Against an average employment this year expected of 

Mr. Preston. At the same time, you show on your chart and justifi- 
sation the maximum number of positions as 480, which is 114 less than 
your actual employment. If these figures do not mean anything I do 
not see why we put them in here. They simply confuse everybody. 
How do you explain that ? 

Mr. Auten. I think it relates to the problem of how we classify 
people for budget purposes. We have a group of people that are 
unclassified. I know in prior years we carried those people under 
“Other,” but I know now we are supposed to carry those people as 
“permanent,” even though they are unclassified. I think the differ- 
ence, Mr. Chairman, must be accounted for by the fact that of the 512 
people now called “permanent” there was formerly a group of posi- 
tions which was classified as “other.” I would like an opportunity to 
analyze the apparent discrepancy and give you a full explanation for 
the record. 

Mr. Preston. We would like to have that because it is certainly con- 
fusing to us. 

(The statement requested for insertion in the record follows :) 

The current employment figures reported in the preceding testimony (512 
permanent and 82 other as of January 31, 1957) are not comparable with the 
data appearing on page 1050 of the jusitification. It is required that the budget 
schedule (p. 1050) be prepared on a “net” basis after deduction of estimated re- 
imbursable obligations. 

To properly answer the question asked by the chairman, it is necessary to 
deduct from the January 31, employment, the estimated number of positions 
which are currently engaged in reimbursable work. This adjustment, to place 
the figures on the same basis as the budget schedule, reduces the number of 
permanent employees to 410; and the “other’’ employees to 75. It is estimated a 
total of 109 employees are currently engaged on reimbursable work for other 
Federal agencies. 





AUTHORIZATIONS 





APPORTIONMENT OF FOREST HIGHWAY 


Mr. Preston. Mr. Curtiss, practically all of this money goes to the 
West, I believe. 

Mr. Curtiss. The bulk of it does, although there are quite a number 
of Eastern States where there are small national forest areas, and those 
States get their proportionate share. The funds are apportioned under 
a formula, half based on the area of the national forests, and half on 
the value of the national forests. 

Mr. Presron. I think anybody reading the record this morning 
should refer back to the testimony of yesterday and see the figures 
that Mr. Horan put in the record showing the income from our national 
forests to the Government. There were some very interesting facts 
developed by Mr. Horan at that time. 
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RESPONSIBILITY FOR MAINTENANCE OF FOREST HIGHWAYS 


Mr. Horan. After these roads are constructed who maintains them ? 
Mr. Curtiss. Either the county, or the State highway department, 
normally takes the finished product over for maintenance. I think that 
I mentioned earlier the States and counties are spending approxi- 
mately $16 million a year in maintaining roads on the forest highway 
system. 
DESIGN STANDARDS FOR FOREST HIGHWAYS 


Mr. Horan. What is your progress on your test roads regardin 
the axle ratio and that sort of thing? Are you keeping that work 
up to date so that the proper use of the highway is also maintained ? 

Mr. Curtiss. I am not certain that I understand your question. 

Mr. Horan. There is some danger of not using the right type of 
rolling stock on some of these highw: ays. It has been a matter of con- 
troversy between those who maintain and regulate the highways and 
the users, particularly the loggers. I wonder if you have any comment 
to make on that at this time for the record. 

Mr. Curtiss. We use the same standards of design that the State 
highway departments use on other portions of the Federal-aid high- 
way system, so our forest highways are designed for the legal loads 
in the State in which they are built. It is true if they were not so 
designed, it would throw an additional burden on the unit of govern- 
ment that was maintaining them. 

Mr. Horan. The work that you do in that sort of research and 
especially the work that you are doing in the test highway in Illinois, 
is in the end for the advantage of the local government when it takes 
over the maintenance of the ‘highways that you construct with these 
funds? 

Mr. Curtiss. That is very definitely the case. 

Mr. Horan. That is all. 

Mr. Preston. Mr, Laird, do you have an questions on forest high- 
ways? 


DETERMINATION OF PRIORITY OF FOREST HIGHWAY PROJECTS 


Mr. Latrp. How is the determination made as to the priority of 
these construction projects programed for this year ? 

Mr. Curtiss. A program is developed each year by conference of 
Bureau representatives, the State highway department involved and 
the Forest Service. They agree on a program of projects within each 
State. 

Mr. Latrp. Is there any priority on each project within your De- 
partment ! d 

Mr. Curtiss. No. The projects that are programed are the ones that 
will be let to contract. 

Mr. Larrp. Say that there is a reduction in the estimate for this 
year, what part of the program would be eliminated ? 

Mr. Curtiss. We would have to review the program that has been 
authorized for construction and determine where and what adjust- 
ments should be made. We would try to balance it out between the 
States so each State would get as nearly as possible, its proportionate 
share. The program does not move ahead at a uniform rate in all 
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States for one reason or another. We would attempt to adjust the 
program so that as nearly as possible, each State would get its propor- 
tionate share of our ultimate expenditure; that is, the proportionate 
share of the funds made available. 

Mr. Horan. Will the gentleman yield? A lot of the forest highway 
yrograming is determined with regard to the amount of mature tim- 
on that could constitute a working circle, and that has been taken 
into consideration in the establishment of your through routes, so that 
roads and trails can be built off of them, either by the Federal Govern- 
ment or by the logging contractors themselves who have purchased 
the stumpage. So all of that fits into the picture and it is a determina- 
tion that is made by your Federal Forest Service, your State forest 
service, and your State highway directors. Al] those things are con- 
sidered in determining the advisability of the location of any given 
forest highway. 

Mr. Curtiss. That is right. 

Mr. Horan. I just wanted to bring that out. Your question is very 
important, Mr. Laird. 


COORDINATION WITH OTHER HIGHWAY PROGRAMS 


Mr. Curtiss. One further point, Mr. Horan. The program is also 
fitted into the Federal-aid program. and the forest development pro- 
gram, through the conferences between the representatives of the three 
agencies, so we get a balanced program and it is coordinated with the 
other highway programs. I would hope we could go ahead with the 
whole program this year, Mr. Chairman. 

Mr. Presron. I think that we should let the record show that this 
morning several of our Department of Commerce officials are neces- 
sarily absent. Assistant Secretary Moore has a bad cold. Under 
Secretary Rothschild is away due to a death in his wife’s family. Mr. 
Tallamy of the Bureau of Roads is absent by consent of the committee 
because of the fact that his hometown of Buffalo, N. Y., is giving him 
a big celebration honoring him today. Of course we expect him to be 
there to receive the accolades of his fellow townsmen. 


Pupsntic Lanps Higuways 


Program and financing 


1956 actual 





ie 1958 estimate 


1. Construction of highways on public lands $959, 307 $4, ” 5, 385 $1, 072, 200 

2. Administration 37, 968 27, 800 

Total obligations. - -- 959,307 | 4, 223, 353 1, 100, 000 
Financing: | 
Unobligated balance brought forward (contract authori- | 

vation — 2, 282, 660 » 324, 303 | —1, 100, 000 

U nob ligated balance earried forward (contract authori- | 
zation) ; ‘ bee : 3,323, 353 Hi 1, 100, 000 | 2, 000, 000 


Contract authorization (new) (permanent) 


Program by activities: of. 
- 


2,000,000 | 2,000,000 | 2,000, 000 


| 
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Status of unfinanced contract authorization 


1956 actual | 1957 estimate | 1958 estimate 


Unfinanced balance brought forward : ( sin ale ol $3, 625, 000 
Contract authorization (new) (permanent) ---. savin doled 2, 000, 000 
Proposed supplemental appropriation seadannthentdontion 22=--- 
Unfinanced balance carried forward..__ swastedansennaseh- See 
Appropriation to liquidate contract authorization... 2, 000, 000 


Obligations by objects 


1956 actual 





$3, 625, 000 $3, 625, 000 
2, 000, 000 2, 000, 000 
—1, 000, 000. |u_---- wid 


—3, 625,000 | —3, 625,000 


1, 000, 000 2, 000. 000 








BUREAU OF PUBLIC ROADS 


Total number of permanent positions casts 4 
Full-time equivalent of all other positions.__ ‘ a 2 
Average number of all employees- | 5 
Number of employees at end of year-- 5 


Average salaries and grades: 
General schedule grades: 


Average salary _. 13 | $5, 537 
Average grade_._- : , Sal GS-7.5 


01 Personal services: 





Permanent positions $15, 055 
Positions other than permanent_- 7, 216 
Regular pay above 52-week base - -_- 58 
Payment above basic rates_- 2, 432 

Total personal services, ..................-.-- cee 24, 961 

02 Travel. iat at. aaa nade ee Pa acl ines ae 2, 805 
03 ‘Transportation of things... _- ‘. thea ddda de 2 
04 Communication services___._- bg Sa ee . 71 
05 Rents and utility services__.___- eee : 707 
06 Printing and reproduction. ___-_- om jam ehdbeobbeOS 235 
7 Other contractual services. ..- 3 | 332 


‘ 
08 Supplies and materials......-- i = | 1, 258 
10 Lunds and structures... ii a: 21 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund 


Total, Bureau of Public Roads................-.-.---- 


OF THE INTERIOR 
ep Re Oe Se ia cc cet eatdicn a ccececsawendeek 


959, 307 


| 

| 

ALLOCATION TO BUREAU OF RECLAMATION, DEPARTMENT | 
| 

, 
Otel CUI Bide dbs scsncndicinenessssednde siete 

| 





959, 307 

















1957 estimate | 1958 estimate 
| 

5 5 

3 3 

6 | 6 

s 8 

$5,729 | $5, 866 

GS-7.7 GS-7.8 

= = — —_——— — — 

$18, 000 | $18, 500 

9, OOO: | 9, 000 

| 70 

3, 000 2, 430 

30, 000 | 30, 000 

3, 090 3,000 

100 100 

100 100 

1,000 1, 000 

500. 500 

47, 968 | 37, 800 

1, 300 1, 300 

3, 539, 385 1, 024, 250 

| 1, 950 

3, 623, 353 | 1, 100, 000 
| 
| 

600, 000 ia sente 

4, 223, 353 | 1, 100, 000 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 





| 
BUDGET AUTHORIZATIONS AVAILABLE | 





MON et si ses os... cn. 202-22 ~ =< Wisbobseches budewaen $2, 000, 000 $1, 000, 000 $2, 000, 000 
Applied to contract authorization.................-..-.------- | 2,000,000 | —1, 000, 000 —2, 000, 000 
Contract authorization (new) (permanent)..__........--.----- 2, 000, 000 | 2, 000, 000 2, 000, 000 
Balance brought forward: 
Unobligated: Contract authorization-.--..........--- el 2, 282, 660 3, 323, 353 1, 100, 000 
Obligated: 
leat eis re eae 78, 734 | MIE Uvecteisittetanmeniaie 
Contract authorization. __.........- leet. tesctdtsasshbe 1, 342, 340 301, 647 | 2, 525, 000 
Total budget authorizations available_.........-..-- 5, 703, 734 | 6, 364, 528 5, 625, 000 





EXPENDITURES AND BALANCES | 
| 
| 











Expenditures— 
Out of current appropriations to liquidate prior year con- | 
ION 0 So lanacasesancnssenece \ 1, 339, 206 K 1, 000, 000 2, 000, 000 
Oust of prior auithoriantioms..... .... nnn. dssecsscsccscccccese | Sra eee en ae Wl Secu 
IN oid dinnctnnesaddesteqsannesanbnnene } 1, 339, 206 1, 739, 528 2, 000, 000 
Obligations transferred to proposed supplemental appropria- | 
EEE cindnieunntpiidunssntsnna~wesnectaniesnsoenssondes I gpedgye0e tzelce suuctuck 
Balance carried forward: 
Unobligated: Contract authorization.-..................-- | 3, 323, 353 1, 100, 000 2, 000, 000 | 
Obligated: 
= SG... sbstde identi eos WO Ri eh des wins 
i cdosnsnccstnsweshesine | 301, 647 | 2, 525, 000 | 1; 625, 000 | 
Total expenditures and balances_._........--.------ | 5, 703, 734 | 6, 364, 528 | 5, 625, 000 
| 





The next item, “Public lands highways,” appears on page 110 
of the committee print and 1064 of the justifications. We will insert 
in the record page 1065 of the justifications. 

(The page referred to is as follows: ) 


eeaeeetanieneniieeneeeneeege eee 








609 


ysl 
‘of “AON 
‘sooA0 duly 


| 000 “000 & 


000 “006+ 
| 000 ‘O01 ‘T 


| 086 





} 000 ‘T 
001 
1 001 
| 000‘ 


| 000° OF 


| 000 “6 


000 ‘1z$ 





| 
| 
| 4800 TeTJOC 


suorjsod 
jo Jequinu 
OFBIOAY 


SC6I ‘a;eUIIISY 





| 





suo}sod 
jo 19quinu 
WINUIIXBY 


| 000 ‘1z$ 


1800 18][0q 





| jo Joquinu 
OBBIBAYV 





| 
suorztsod | 
} 


L961 ‘neupsg 


suoT} {sod 
jo se9quinu 
WINUIIxe yy 





000 ‘000 7% 


£69 ‘OFO ‘T+ 





1é6 


te 





1800 IeT]Od 





suorjtsod 
jo 1oquinu 
OdBIDAY 


9S6T ‘TeNzoy 


suoynb1j90 pajpumysa fo ianmung 


SAVMHDIP{T SaN 


0 


NW] OITaog 





suoljjsod 
jo Joquinu 
TINUNXByY 





suol}Bjidoidde [30,1 


(suot}eyidoidde 0} suoye3{[qo) JueuTjsn[py 
~ “SUOTZVSTTGO [v}O.,, 


| a JusTIOIT}OI 0} suoT} 
“NQHA}WOD :suoTyNG]13000 pus ‘sorpisqns ‘sjuvir 
“-- so1ngon.gs pus spuv’] 
S[VLioyeur pus seyjddng 
“SOOJAJOS [WNJIVIJTIOD 10410 
uo0}INpo.ides pus ZuyuUlig 
| “-""""s@0TAles AVTTIN pue sjuszy 
| . SO<OTAIIS UOT} ROTUNMIUIOD 
s3ury} jo uoyeyiodsuvly 
JOABLL 
*sPe[go 19YIO 
[vO 


---"79N10 
-gueurUlledg 
S90] A10S [BUOSIEg 





610 


Mr. Preston. This shows an increase of $1 million over the fiscal 
ae al wid : : 
year 1957. Give us just a brief statement on this program, Mr. 
Curtiss. 
GENERAL STATEMENT 


Mr. Curtiss. The public lands highway program is a program de- 
vised to assist those States with large areas of public lands in the 
construction of main roads across such lands; lands from which they 
receive little or no revenue. The Federal Aid Highway Act of 1956 
provided an additional authorization of $2 million for the fiscal year 
1957, supplementing the previously authorized amount of $1 million, 
making $3 million available for the fiscal] year 1957. In addition, the 
1956 act authorized $2 million for each of the fiscal — 1958 and 
a We have a list of the States to which the allotments have been 
made. 


ALLOCATION OF PUBLIC LANDS HIGHWAY FUNDS 


Mr. Preston. May we have that list / 

Mr. Curtiss. Yes. We have unfilled requests totaling some $15 
million from quite a large group of states. All of the funds that 
have been authorized to date have been allocated, including the 1958 
funds. 

Mr. Preston. Since this list of States has already been put into 
the record, we will not insert it at this point. 


DEFINITION OF “PUBLIC LANDS” 


Does the term “public lands” mean federally-owned lands, or does 
that embrace State-owned lands? 

Mr. Curtiss. Federally-owned lands, sir; and it does not include any 
State-owned lands. 

Mr. Preston. As an example, a military installation would not 
a type of federally-owned land that would be involved in this program ¢ 

Mr. Curtiss. The authorizing language is quoted in our justifica 
tion for public lands: 

Unappropriated or unreserved public lands, nontaxable Indian lands, or other 
Federal reservations. 

Mr. Preston. That could mean military establishments. 

Mr. Curtiss. It could; but we have never considered the funds were 
available for that type of work. They have been used largely in the 
unappropriated or unreserved public lands, although some have been 
used in forest areas. 


] 


We 


INDIAN RESERVATION ROADS 


Mr. Preston. Is there such a program in the Bureau of Indian 
Affairs ? 

Mr. Curtiss. There has been in all of the recent Federal highway 
acts an authorization for roads in Indian reservations, and appropria- 
tions are made to the Indian Service for that purpose. We cooperate 
with them in providing engineering advice and assistance in connec- 
tion with that program. 

Mr. Horan. What is the amount ? 

Mr. Auten. For the fiscal year 1958 the amount is $12 million, and 
for the fiscal year 1959 the amount is $12 million. 
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Mr. Preston. Do we have two programs.of this type in existence? 

Mr. Curtiss. We have never used any of these funds in Indian 
reservations. 

Mr. Preston. That is all we want to hear. 


INCREASES IN EMPLOYMENT AND OBLIGATIONS 


What is your present employment in this program ? 
Mr. Auten. The present employment figure in this program is 
four. 

Mr. Preston. What are your current obligations ? 

Mr. Auten. The obligations for the current fiscal year, to February 
28, are $3,246,987. 

Mr. Preston. Do you expect to have any unobligated balance at the 
end of the fiscal year ? 

Mr. ALLEN. Only a small reserve for contingencies would be un- 
obligated at the end of the fiscal year. The unliquidated obligations, 
that is, the obligations against which payments are yet to be made, 
as of February 28, total $3,447,000. 


Intrer-AMERICAN Highway 


Program and financing 





1956 actual | 1957 estimate 1958 estimate 











Program by activities: 








| 
1. Construction. eadetedeet dee Jet en eee : ...| $33,577, 326 $28, 769, 047 $12, 000, 000 
2. Administration and engineering... .......-.-- --| 271, 868 400, 000 400, 000 
Total obligations...........----....--- -cabeah sigeteeebin’ | 33,849, 194 29, 169,047 | 12, 400, 000 

Financing: | 

Unobligated balance brought forward_._..........-......- —1, 016, 263 | —30, 147, 069 —978, 022 
Unobligated balance carried forward-_-_-..............-..-- | 30, 147, 069 | 978, 022 578, 022 
Pe eecterenentemncntn mee 
Appropriation... .._....-. covovewsawop 43,50, 608: 1...» — 12, 000, 000 


| 
t 
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Obligations by objecis 


: 





1956 actual | 1957 estimate | 1958 estimate 






































Total number of permanent es cthra teeienss mesa 50 87 87 
Full-time equivalent of all other positions...._............-..- 20 25 25 
Average number of all employees. -_............-....-....---- 61 96 102 
Number of employees at end of year__._._..._.__.. pe ee sa 125 135 
Average salaries and grades: r Y NEA Oe a Theo 
General schedule grades: | 
Average salary.._....._- ive € $5, 537 | $5, 729 $5, 866 
Average grade_._...__.._- 1. shacabeacad GS8-7.5 | GS-7.7 GS-7.8 
Ungraded positions: Average salary kouieokies, ath $5, 914 $5, 907 $5, 907 
01 Personal services: iaeit ky «te... 
Permanent Biotec d iden keuaaee $236, 161 $440, 000 $480, 000 i 
Positions other than permanent hinitheentptulss 83, 381 74, 600 | 77, 000 i 
Regular pay above 52-week base-_..__.__._.._-__.-_-... 927 |. bina 2,7 | 
Payment above basic rates....................----..-. 64, 742 150, 000 | 150, 000 
Total personal services..................- ciate 385, 211 664, 600 709, 700 
OP Trew. J. Le odd 5 , bbal 30, 547 61, 000 51, 500 i 
03 Transportation of things_- Dncnt Soil Eh as reeset eum 45, 913 75, 000 | 45, 000 
Oe Seer eer ennes nn nee er 7, 780 12, 000 12, 000 | 
05 Rents and utility services.........___.__..---...-.----.... 14, 629 20, 000 20, 000 i 
06 Printing and reproduction.-_________- : aia ira 4, 648 8, 000 | 6, 000 | 
07 Other contractual services. ..._...- La 18, 208 30, 000 | 30, 000 
08 Supplies and materials.__............__-- accel inwes 391, 063 120, 000 117, 000 j 
eh EE RESTS RY Ga a sot 64, 511 80, 000 55, 000 
11 Grants, subsidies, and contributions._....................| 33,577, 478 28, 769, 047 12, 000, 000 | 
Contribution to retirement fund.._..____________ ae : ait caak nae 30, 000 
15 Taxes and assessments...................._--- ; ae “965° 2, 000 | 2, 000 
iii nici anism renten tale nsec, SRO) en,er 13, 078, 200 
Deduct— ' 
Portion of foregoing obligations originally eee to nae 
eae « ia 691, 607 | 672, 600 678, 200 : 
Charges for quarters and subsistence..._______- al S: agmapees oe Saree 
Total obligations.......__..___.._.._- | 33, 849,194 | 29, 169, 047 12, 400, 000 
a | : | 
Budget authorizations, expenditures and balances | 
| 1956 actual | 1957 estimate | 1958 estimate 
chp a | 
BUDGET AUTHORIZATIONS AVAILABLE j 
Appropriation. _---.-_- ieee eee ek oaks -| $62, 980,000 |- -----| $12,000, 000 
Balance brought forward: | 
ES sanceunen | 1, 016, 263 $30, 147, 069 978, 022 
teil ack cies daa nia ti ae -| 5,144,625 | 34, 079, 795 43, 248, 842 
i— | eames aaa 
Total budget authorizations available. __-- | 69, 140, 888 | 64, 226, 864 56, 226, 864 
EXPENDITURES AND BALANCES hr: 
Expenditures— \ 
Out of current authorizations. -__.........- 4, 914, 024 if < 
Out of prior authorizations pe = 20, 000, 000 | 25, 000, 000 
Total expenditures -| 4,914, 024 | 20, 000, 000 | | 25, 000, 000 
Balance carried forward: | 
ee : ia | 30, 147, 069 978, 022 | 578, 022 
Ri cescaentsvasc:icscadalaek | 34,079, , 795 | 43, 248,842 | 30, 648, 842 
Total expenditures and balances. --.-..-.-.-- reeveesonte 69, 140, 888 | 64, 226, 864 | 56, 226, 864 





Mr. Preston. The next item is the “Inter- nneinlieun Highway,” 
found on page 112 of the committee print and page 1075 of the justi- 
fications. 

We will insert in the record page 1076 of the justifications. 

(The page referred to is as follows :) 
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Mr. Preston. The committee is thoroughly familiar with this pro- 
gram. It is unnecessary to put into the record a lot of background 
information. There is already some information on this subject con- 
tained in the general statement made by Mr. Tallamy, and also some 
information contained in the statement made yesterday by the Secre- 
tary of Commerce, Mr. Weeks. 

We have been dealing with this matter for a number of years and 
are thoroughly conversant with the general nature of the project and 
the many, many details of it. 

There are a few questions that we would like to ask, though, to bring 
the committee up to date, and in order that the record might show 
this information for the benefit of those who might read it. 


AUTHORIZATION AND PRIOR APPROPRIATIONS 


How much has been authorized for this work? 

Mr. Curtiss. $74,980,000 was the last authorization. 

Mr. Preston. How much has been committed ? 

Mr. Auten. Of the authorization of $74,980,000, $62,980,000 has been 
appropriated, and of the amount appropriated, all has been com- 
mitted except approximately $7,500,000. 


STATUS OF PROGRAM 


Mr. Preston. Now, what is the present status of the program ? 

Mr. Curtiss. With the funds that have been appropriated, $62,- 
980,000, we will provide 730 miles of paved road, 141 miles of gravel 
road and 702 miles of graded earth roads, together with the necessary 
drainage and all the bridges. That is a total of 1,573 miles. That is 
shown on one of these charts | handing]. 

The other chart shows the planned condition of the highway if the 
remaining a 1 ge aeannes balance of the authorization, $12 million, 
is made available in accordance with the budget request before you. 
When that additional $12 million is expended, we would have 1,011 
miles of paved surface—mostly bituminous top, but some concrete 
pavement in Panama, and 562 miles of gravel surface. 


NEED FOR AN ADDITIONAL AUTHORIZATION 


The Secretary mentioned yesterday, I believe, that we contemplated 
requesting an additional authorization to permit surfacing the re- 
mainder of the mileage. 

Mr. Preston. Now, Mr. Curtiss, for the benefit of the record, I 
think I should state while I am looking at this map that you have 
furnished us, what the mileage is with reference to the various coun- 
tries. I am speaking now assuming that this appropriation is made, 
and I am going to show what you will do with the funds and what 
the status will be when the funds have been expended. 
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PLANNED CONDITION OF HIGHWAY AFTER EXPENDITURE OF FUNDS 
REQUESTED 


In the northwestern part of Guatemala you will have 165 miles of 
gravel road. 

Mr. Curtiss. That is right. 

Mr. Preston. In the remaining portion of Guatemala you will have 
152 miles of bituminous hard surface road. 

Mr. Curtiss. That is right. 

Mr. Preston. In San Salvador there will be 195 miles of hard sur- 
face road and in Honduras there will be 94 miles of hard surface road, 
In Nicaragua there will be 37 miles of gravel road at the beginning 
and 180 miles of hard surface road, and on the southern end of the 
road in Nicaragua there will be 21 miles of gravel road. Then in 
Costa Rica there will be 279 miles of hard surface road and 134 miles 
of gravel road. In Panama there will be first a stretch of 29 miles 
of gravel road and then 19 miles of paved hard surface road, and then 
176 miles of gravel road with 92 miles of paved road at the very end 
of the Inter-American Highway. Is that true? 

Mr. Curtiss. Yes. That is the planned condition with the expendi- 
ture of the $12 million in the current budget. 

Mr. Preston. This will mean when this year’s appropriation for the 
fiscal year 1958 has ben expended there will be an all-weather road 
from Mexico to Panama City? 

Mr. Curtiss. That is right: yes. 


INADEQUACY OF 1955 ESTIMATE OF COST TO COMPLETE 


Mr. Preston. Now, Mr. Curtiss, when we passed the authorization 
bill for $75 million, roughly, it was thought and understood that that 
would complete this 6b of hard-surfacing this entire road; is that 
not so? 

Mr. Curtiss. Yes, sir. 

Mr. Preston. How did the engineers miscue on this estimate ? 

Mr. Curtiss. There are two principal reasons. The main one is 
that there has been, since that estimate was made, quite an increase 
in construction costs. Secondly, there were considerable mileages of 
the highway on which engineering investigations had not been ad- 
vanced to a point where complete realistic estimates could be made. 
For example, the borings at bridge sites had not been made. The final 
line had not been located. The subsurface conditions to be encoun- 
tered in grading were unknown. 

Now, all of those unknowns contributed in some measure to the in- 
creased cost, but nevertheless the principal reason is the advance ‘in 
the costs of highway work in that area. Here at home we have even 
had a 10 percent increase in the past year. 

Mr. Preston. A 10 percent increase in paving costs and grading? 

Mr. Curtiss. The average cost of our highway work varies with 
different types of work. 

Mr. Preston. What is that 10 percent in the main—labor or ma- 
terials? 

Mr. Courriss. I think that each has contributed. It is in the final 
contract price. We get bids on the completed unit, for example, so 
much for grading, so much per cubic yard for structural concrete, and 
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so much per square yard for paving. However, both labor and ma- 
terial costs have, I think, contributed to the increase. 

Mr. Preston. I must say, Mr. Curtiss. there has been some pretty 
bad information given the committee about this project over the years. 
As I look back on the testimony for the fiscal year 1956, the Bureau 
of Public Roads at that time was suggesting $63 million would finish 
this work on a slower basis. It could be finished in 8 years on a crash 
basis with $75 million. 

Mr. Curtiss. That was our best judgment at that time, Mr. Chair- 
man. 


GENERAL UNRELIABILITY OF ESTIMATES FOR PUBLIC WORKS 
CONSTRUCTION 


Mr. Preston. You are the experts in the road building business in 
this country. It is rather discouraging to Congress to have estimates 
made, not only in your area but in other areas, and then find that the 
estimates are always under the final cost. The construction of public 
buildings is always more than the estimates. The construction of 
public dams always costs more than the estimates. I am thinking of 
one dam that was estimated to cost $17 million. Now it is completed 
and the cost was $48 million. 


ADEQUACY OF NEW ESTIMATE FOR COMPLETION OF THE HIGHWAY 


Now, we find it is going to take $10 million to hard surface the re- 
maining 500 and some-odd miles. Mr. Curtiss, would you be willing 
to assure the committee that $10 million, when that request comes up, 
will actually finish the job ? 

Mr. Curtiss. I would like to repeat, Mr. Chairman, we try to give 
the committee our best judgment at the time it is given, and it is our 
opinion now that $10 million will complete the hard surfacing. I do 
not believe we should include in our estimate a very large item for 
possible increases in costs. At the time the $63 million estimate was 
made, highway costs were fairly stabilized and we did not know that 
costs would go up materially. 

Mr. Preston. Well, the Congress is in this position. We have in- 
vested so much money in this highway that we can ill afford to leave 
it in an unfinished state. Actually, we are appropriating on the basis 
of a 35 percent increase for the costs of this highway over and beyond 
what the Bureau of Roads estimated it would cost when we appro- 
priate an additional $10 million. 

Mr. Atten. That percentage would be correct, on the 63 million 
base and including an additional $10 million over and above the 1958 
budget estimate. 


EFFECT OF CLIMATIC CONDITIONS ON GRAVEL SURFACE 


Mr. Crevencer. I live in a country where in periods of lush rain- 
fall we lose a lot of gravel roads. I do not know much about the 
weather down there, but I do not think that I ever saw it rain harder 
than I did in the Canal Zone. If we do not put a top on this gravel 
road it will deteriorate very fast in the Tropics. 
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Mr. Curtiss. Very fast. It will erode from the heavy rainfall in 
rainy seasons and a lot will be lost because of the rather strong pre- 
vailing winds in the dry season. 


SOURCE OF BITUMINOUS SURFACING MATERIAL 


Mr. Cievencer. Where do you get the bituminous topping that you 
use down there? Isit Trinidad asphalt? 

Mr. Curtiss. It is a petroleum asphalt. 

Mr. Woon. It is from the United States. 

Mr. CieveNGer. How do you get it down there, by tanker? 

Mr. Woop. Yes. Actually, the United States oil companies, through 
their subsidiaries, principally the Esso Standard of New Jersey. They 
have subsidiaries in all of these republics and they sell not only gaso- 
line and diese] oil but. also asphalt. 

Mr. Cievencer. This road is also under a tropical sun and the road 
will have to be resurfaced from time to time because of the chemical 
change in the binder itself. 

Mr. Woop. Yes, because of oxizidation. 

Mr. Cievencer. It will deteriorate faster than it would up here in 
the States? 

Mr. Woop. I suppose in certain areas down there where they get 
the excessive heat and sunshine, it would. 


MAINTENANCE RESPONSIBILITY 


Mr. Crevencer. I think that Costa Rica is quite a warm place. 
Offshore you can fry eggs on the deck of a ship. Is the United States 
going to have to keep resurfacing this road ? 

Mr. Woon. I certainly would not think so. Up to now the main- 
tenance has been the responsibility of the cooperating countries, and 
with the roads existing now they have done, what we consider, is an 
entirely satisfactory job of maintenance. Some is asphalt now, some 
is gravel and some just earth. Usually, as you improve a road, the 
traffic users of the road will demand adequate maintenance, one way 
or the other. 

Mr. Cievencer. We have been caught in my State in the clutches 
of what we call the blacktop crowd. They seem to always get the 
contracts. It seems that a road that is reasonably used last longer 
than the one that does not have enough traffic to iron it out and keep 
it in shape. I am not talking about overloading, or abuses. I am 
just talking about a reasonable use of it. 

Mr. Woon. I will put it this way: An unused asphalt road will 
usually deteriorate faster than one which has the amount of traffic for 
which it is designed. 

Mr. Crevencer. Will this surfacing job hit us in the face every 
year? I would hate to see the men that come after me have to resur- 
face this road every 3 or 4 years. 

Mr. Woop. Actually, the cooperation of the several Republies is 
based upon a commitment which they make. They exchange notes 
with the State Department in which they, among other things, agree 
to properly maintain the highway to satisfy the needs of the present 
and future traffic. 
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Mr. Crevencer. But the financial strength of most of those coun- 
tries is insufficient to their desires sometimes. Their people are poor, 
They are not all driving Cadillacs or Buicks. 


ECONOMIC BENEFITS TO COUNTRIES WHEN HIGHWAY IS COMPLETED 


Mr. Woon. I think when the road is completed, it will certainly be 
beneficial to their economy. They, as we, have a gasoline tax and the 
better highways they have, the more gasoline they will use, and they 
will increase their highway user revenues. As a result, they should 
not have too much of a problem with respect to maintenance. 

Mr. Cievencer. They really should be building some feeder roads 
into this road. 

Mr. Woop. They are, sir. 

Mr. Crevencer. That would open up their country. I guess that is 
all. 

Mr. Horan. Could I make a comment’ I am not familiar with 
the authorizing legislation for this highway, but I do think it ought 
to be reviewed by the proper committee of Congress. I do feel that 
the treaties under which this highway is being constructed should be 
constantly reviewed. As you know, I went as an agent, from this sub- 
committee down to the dedication of a portion of this highway. I 
was quite enlightened. Prior to the coming of the airplane to Central 
America about the only means of transportation in ind out of this 
portion of the isthmus between the two Americas was by banana boats. 

I was rather impressed with the type of people that live there. The 
native people down there are a mixture of Spanish and Inilian with 
practically no other blood in their veins. I was rather impressed with 
the enterprise of these people. Certainly, this highway is going to 
inerease their economy. It is my own opinion that it is going to in- 
erease their per capita income, I think definitely we ought to insist 
upon the countries completely maintaining, this highway once it. is 
constructed. 

Mr. Curtiss. That is very definitely the intention. 

Mr. Horan. I would hope that the hearings we are holding right 
now will be reviewed by the appropriate committees in Congress. The 
increase in their economy by virtue of this road should be reflected 
in their determination to maintain this highway completely without 
us facing, as you mentioned, Mr. Clevenger, continued appropriations 
for our partcipation in it. 

I was astounded, Mr. Chairman, to notice the types of things they 
were shipping by air out of San Salvador to Panama. As we landed 
there in a commercial airplane we saw bedsprings for a baby crib being 
shipped by air. Of course, with the completion of the highway they 
will have complete access and interchange between all of those coun- 
tries and into the United States. It cannot help but increase their 
economy. If our feelings should reflect anything they should reflect 
the insistence once this highway is constructed, those who are benefited 
directly should entirely maintain it and improve it on their own. 

Mr. Curtiss.. We are in complete agreement with that position, Mr. 
Horan, and I have never heard it suggested anywhere that there should 
be any obligation whatsoever on the part of the United States for the 
maintenance of the completed highway. On the other hand, we should 
insist that the countries live up to their agreements. 
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Mr. Preston. I agree. 
PRIOR APPROPRIATIONS 


Mr. Rooney. It seems to me I have been riding this Inter-Ameri- 

an Highway an awful long time. How long has the Congress been 
anproprating for it? 

Mr. Curtiss. I think the first small appropriation was made to the 
Departinent of State in 1930. 

Mr. Roonry. Would you please insert a statement at this point in 
the record which would cover not only the items in the table at page 
112 of the committee print, which begins at fiscal year 1951, but a 
table which begins with the fiscal year 1942 , showing the amounts of 
the estimates and the amounts of the appropr lations / 

Mr. Curtiss. Yes, sir. 

(The information requested for insertion in the record follows:) 





ESTIMATES APPROPRIATIONS 

iGo oie $7, 000, 000 | 1942 (1st Deficit______ _. $7, 000, 000 
WM ictal schdniarodesinsd-ore 12, 000, 000 | 1943 (2d Deficit) _--___.__ 12, 000, 000 
i erat Sith nthe s RCO tee ak? 5, 000, 000 
Sulit nve-aesstenrned-ts 2, 000, 000 | 1945_______ olnenn, a! Se 
ataaiainusnesiiebadases . 1, 000, G05 | Tea8.. th _ 1, 000, 000 
DO i : , 000, 000 | 1947_ i pic aac = 5, 000, 000 
1951 (H. Doc. 724) -.--.-- 4, 000, 000 | 1951 (2a supplement ntal).__ 4, 000, 000 
1952_------------~- Lud. | 4 CORT MNGLs 24 ooo 3, 000, 000 
; | a ee sat 1, 000, 000 | 1953______ aes ‘ 5 * 999, 302 
1954 cece Ee a een 8, 000, 000 | 1954_________ Seine 
SO ee ee ee 1; 000, 0007 10082605. oi oil 1, 000, 000 
Et) We. 408.202 ssiu. 5, 000, 000 | Supp. (1955) ----------.-- 4, 750, 000 
POS iis Seti ls * 74, 980, 000 | 1956______._____ Ue .sofe) "C2, Se 
PR obi denk espncnsdt 12, 000, 000 


1 $1 million appropriation item reduced by $698 under sec. 605. 
2Includes $69,230,000 in H. Doc. 126 ($49,730,000 in S. Doe. 81). 
8 Includes $37,730,000 appropriated in Supplemental Appropriation Act, 1956. 


BACKGROUND OF AUTHORIZATION TO COMPLETE THE HIGHWAY 


Mr. Roonry. With regard to this $74,980,000 authorization of which 
this requested $12 million would be the final Beat did President 
Eisenhower and his Bureau of the Budget and his Secretary of Com- 
merce recommend to the Congress that this money be authorized ? 

Mr. Curtiss. Yes, sir. 

Mr. Roonry. There is no question about that? 

Mr. Curtiss. No, sir. 

Mr. Rooney. And now you find you cannot complete the program 
according to the plans you prese ted to the Congress 2 years ago, fol- 
lowing a trip of Vice President Nixon to these Central American Re- 
publics; is that true? 

Mr. Curtiss. I am not sure that I understand the question. 

Mr. Rooney. It was after that trip of Vice President Nixon to 
Central America that this matter of $75 million was presented to the 
Congress; was it not? 

Mr. Curtiss. Yes, sir. 

Mr. Rooney. And as I understand it, he went down there and prom- 
ised these people that he was going to recommend tliat this highway 
be completed in the 3-year period. 

Do you know whether or not that is true? 


mee ne tt Eo 





armen = 





620 


Mr. Curtiss. I do not know, sir. 
Mr. Roonry. Well, I think everyone knows. That is all, Mr. Chair- 
man. 


CONDITION OF ROAD IN MEXICO CONNECTING WITH INTER-AMERICAN 
HIGHWAY 


Mr. Yates. What is the condition of the road north of Guatemala ? 
Mr. Woop. That road has been complete for some length of time, 
but there is presently a gap of about 50 miles just north of Guate- 
mala 

Mr. Yates. I am sorry, but I did not hear that. 

Mr. Woop. At the present time there is a gap of about 50 miles 
north of the Guatemala-Mexican border which is unpaved. The rest 
of it between that point and the entrance to the United States is a 
paved highway which Mexico has built entirely on their own. They 
advise us that they are presently paving the 50-mile gap th: at I men- 
tioned connecting with the Guatemala border. That work is sched- 
uled, and they plan to complete the paving to the Guatemala border by 
the time that the Inter-American program, as such, opens the road 
into Guatemala. 





SCHEDULE FOR OPENING IMPASSABLE GAP IN NORTHERN GUATEMALA 


Mr. Yates. When is that time? 

Mr. Woop. The road is scheduled to be opened—the 25 miles at the 
northern end of Guatemala which has been impassable for many 
years—in July of this year, to controlled traffic. ‘The present contract 
provides for grading, drainage, and placing on the earth road, a type 
of material which would not become a mud puddle when the rains 
come. However, there will still be certain bridges that will have to be 
built and, therefore, control of traffic will be necessary since you would 
not be able to get through there every day. For example there might 
be a day now and then when the road would be closed for construction 
purposes, or because of some slide, and so forth. 

Mr. Yares, It is not passable at the present time, then ? 

Mr. Woop. No, sir. 


FORECAST OF OPENING OF ENTIRE HIGHWAY TO CONTROLLED TRAFFIC 


Mr. Yates. When is it contemplated that the entire road will be 
opened to the canal ? 

Mr. Woon. It is expected that the grading and draining, as we call 
it, will be accomplished by the end of 1958. 


DELIVERY OF STEEL FOR BRIDGES 


There will be certain bridges, however, which will not be constructed 
by that time, and the principal reason for that is the delay in delivery 
of steel. In other words, if a contractor places an order for steel today, 
about the best he can plan on is to get that steel 18 to 20 months from 
now. So, it is just impossible to complete the bridges as fast as the 
highway work. 

Mr. Yares. Is there any reason why the orders for steel are not 
placed earlier, or were you not ready for it? 
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Mr. Woop. Yes, sir; there is a reason why we were not ready.. The 

rincipal bottleneck in completing the bridges will be that long section 
in southern Costa Rica which is only accessible at this time of the year 
by horseback or on foot. As Mr. Tallamy mentioned yesterday, we 
must get in with equipment to make subsurface explorations for the 
foundations for the bridges because, actually, you cannot order the 
steel until you can design the bridge. In other words, we use what we 
call fabricated steel, and until you can give the fabricator detailed 
plans, he cannot deliver your steel. 


CURRENT STATUS OF HIGHWAY 


Mr. Yares. What stretch of the road is passable at the present time? 
Can you drive from Guatemala City into Costa Rica ? 

Mr. Woop. Yes, sir; you can drive from Guatemala City to San Jose, 
Costa Rica, and actually to 80 miles beyond San Jose to Santa Cedro, 
which was mentioned earlier. 

Mr. Yarrs. The road is in good shape between those points? 

Mr. Woop. Well, I would not say they are in good shape by our 
standards. As a matter of fact, in Honduras there are places where 
there are temporary bridges and there are even spots—I will say it this 
way: 

For the past year it has been possible to travel between Guatemala 
and San Jose without interruption. It is not in good shape by our 
standards, but by their standards I think they are quite happy that 
they are able to so travel. 

As Mr. Horan mentioned, when we opened a long stretch in North 
Costa Rica as of May 1955, that was the first time land travel was 
possible between Nicaragua and Costa Rica. 

Mr. Yates. Thank you; that is all. 

Mr. Preston. Mr. Laird, do you have any questions? 


PROCEDURE USED IN DESIGNATING LOCATION OF INTERSTATE SYSTEM 


Mr, Larrp. Mr. Chairman, the question of the Interstate Highway 
System came up in my campaign last fall. 

It seems to me that some place in this record I would like to have 
an explanation put in the record as to how a highway gets on the 
Federal Interstate System. 

Mr. Preston. Why not, Mr. Laird, make it crystal clear, and have 
Mr. Curtiss cover that request at this point for you ? 

Mr. Larrp. That would be fine. 

Mr. Curtiss. The Interstate System was authorized by section 7 
of the Federal Highway Act of 1944. It required the State highway 
departments, with the approval of the Federal Works Administrator, 
to designate a system not exceeding 40,000 miles in extent that would 
connect the principal metropolitan areas and the industrial centers 
in the United States by routes as direct as possible and would join 
roads at the borders of Canada and Mexico, and serve the national 
defense. 

The first 37,700 miles of that system was finally designated after 
rather prolonged conferences between Bureau representatives and 
groups of States in 1947, and a map was published showing the loca- 
tion of the system, The remaining 2,300 miles was reserved for routes 
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in urban areas which required more study and more information than 
was available at that time. 

The Defense Establishment felt that circumferential routes around 
the urban areas and more radial routes were desirable, and the 2,300 
miles were reserved for that purpose. 

The balance of the 2,300 miles, after consultation with the States 
and consideration of representations from them, and approval of the 
Defense Establishment, were designated in September 1955. 


ADDITION OF 1,000 MILES TO THE INTERSTATE SYSTEM 


In the 1956 act, Congress increased the 40,000 miles to 41,000. We 
have been going through a similar procedure in requesting the States 
to submit their proposals for additions and something in the neigh- 
borhood of 12,500 miles have been requested by the States. 

We have been making a very careful analysis of each request and 
studying the service that the proposed road would render to traffic, 
to agriculture, to industry and the populations served; and we have 
also consulted with the Department of Defense. 

We hope that before too long we can designate the additional 1,000 
miles. 


CONGRESSIONAL PARTICIPATION IN INTERSTATE SYSTEM LOCATION 


Mr, Larrpv. You do not feel that this is a problem which the Con- 
gress should designate specific mileage for that Federal Interstate 
System ? 

Mr. Curtiss. Not specifically as to locations; no, sir. 

Mr. Larrp. You do not feel that the Congress should be involved in 
the location of the Interstate System so far as designating specific 
mileage ? 

Mr. Curtiss. I think the appropriate committees of the Congress 
should set the pattern and establish the guidelines for the selection and 
then that the States and the Federal Government, following those 
guidelines, should designate the specific location of the system. 

Mr. Larrp. These guidelines have already been established by the 
Congress; is that not true ? 

Mr. Curtiss. Yes, sir. The Congress did lay down a plan under 
which the system was selected. 


INVESTIGATIVE REPORT OF THE INTER-AMERICAN HIGHWAY 


Mr. Preston. In 1955, Mr. Curtiss, the Appropriations Committee 
had an investigation made of this Inter-American Highway. The 
report was not filed in time for use in connection with the fiscal 1956 
budget, and last year there was no request for funds. 

Consequently, we have not had an opportunity to call this report to 
your attention officially before the committee. 

I find in the report on page 4 one conclusion which reads as follows: 


The Staff— 
and in this case the “staff” means the investigative staff— 


does not consider it practical to complete the highway within 3 years. . 
If a throughway was constructed within this period, it will probably require 
several years more to fully complete the work. In the meantime an accelerated 
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program would mean detours, bypasses, temporary bridges and so forth, excessive 
costs and waste of funds with unsatisfactory final results. 
An accelerated or crash construction program in these countries would require 


importation of equipment, operators, and other skilled workmen, thus increased 
costs will be incurred. 


It is the opinion of the staff that the Bureau of Public Roads’ staff is not 
organized at this time to prosecute in a good workmanlike manner a large-seale 
program in these countries on either a 3- or a 5-year basis. 

The basic engineering information overall has not been developed sufficiently 
for a crash program, especially in the critical areas of northern Guatemala, 
southern Costa Rica, and northern Panama. There are approximately 160 
permanent bridges yet to be designed and constructed during the 3-year period, 
and at some places the final survey location line of the highway has not yet 
been established. In adition, temporary bridges, and contractor access roads 
will need to be designed and constructed to serve some areas under the 3-year 
program which would not be necessary under the 5-year plan. The 3-year plan 
calls for hard-surfacing the highway in some sections the same year that excava- 
tion is completed. The staff believes that the road should be allowed to settle 
1 or 2 years before it is hard surfaced. 

What about that, Mr. Curtiss? 

Do you agree with those findings of the staff, and with those con- 
clusions ? 

Mr. Curtiss. Mr. Chairman, I would like to have some time to study 
that report, and we would be glad to file our opinion on it with the 
committee. I hope you would not insist on my attempting to answer 
all those points right now. 

Mr. Preston. You have an engineer present this morning, do you 
not ? 

Mr. Curtiss. That is right, sir. 


SETTLEMENT OF ROADBED PRIOR TO SURFACING 


Mr. Preston. Should a road be allowed to settle 1 or 2 years before 
it is hard-surfaced, taking into account the type of rains that they 
have in Central America ? 

Mr. Curtiss. With our present methods of construction and com- 
pacting of earth fills, we are going ahead with paving immediately 
following the grading work. It used to be considered desirable to 
let. a highway fill settle, but now in the States we are compacting un- 
der rather close specifications and it is considered safe to go ahead 
withthe paving. If it can go over a season, nature helps in the process. 

Mr. Preston. Well, if it rains, you want to give the road time to 
settle after a rain. Is it not desirable to have plenty of rain on it, so 
that the road can settle as a result of the rain ? 

Mr. Curtiss. Yes, sir; it helps—a roadbed should be well compacted 
before surfacing is placed. 


DESIGN AND CONSTRUCTION OF BRIDGES 


Mr. Preston. How could you people ask us to rush this program 
up on a 3-year basis with 160 permanent bridges yet to be designed and 
constructed? You could not do all of that in 3 years; could you? 

Mr. Woop. The design and construction could be accomplished in 
that period if the steel were available. 

Mr. Preston. But, you answered that question a moment ago about 


the steel. I just think that the Bureau should not have brought any 


such proposal to the Congress. 
898415740 





ep amieadiadndereieaaneaal 


oe abet 










624 







UNOBLIGATED BALANCE OF AVAILABLE FUNDS 


You have $7.5 million left now that is unobligated; do you not ? 

Mr. Auten. That is right, sir. 

Mr. Preston. No contract is made to spend that in fiscal year 1958 / 

Mr. Auten. We expect to have it obligated by the end of fiscal 1957. 

Mr. Preston. That is about all you could use in 1958? Is it not? 

Mr. AuuEN. In 1958 we will need the additional $12 million. 

Mr. Presron. You would like to obligate some more work in 19584 

Mr. Auten. Yes, sir. 

Mr. Curtiss. Mr. Chairman, I think it should be brought out that 
if we are to complete this highway, it would be in the interest. of 
economy to have some of the remaining contracts offered while the 
contractors are still down there with their men and equipment. 





















ORIGINAL ESTIMATE 





AVERAGE CONTRACTOR PROFIT FACTOR IN 





Mr. Preston. What is the average profit figure in this work down 
there? You have been figuring on a 4 percent margin on the con- 
tractors; have you not ? 

Mr. Woop. To my knowledge, we have not. As a matter of fact, 
until the so-called accelerated program was initiated, no contract work 
had been performed on the program with the exception of in 
Panama 

Mr. Preston. Well, let us read this statement by the staff im- 
vestigators : 

In making its estimates the staff included a 15 percent contractor’s profit 


item as against the Bureau of Public Roads’ 4 percent. A 4-percent profit margin 
will not in the opinion of the staff enable the Bureau of Public Roads to obtain 


reliable contractors. 

Where did they get that 4- percent figure ¢ 

Mr. Woop. I have no idea, Mr. C ‘hairman. 

Mr. Preston. You have not used that figure in your estimation ? 

Mr. Woop. No, sir. 

Mr. Preston. What figure have you used ? 

Mr. Woop. Well, of course, it is difficult to predict what profit fac- 
tor a contractor might use. Sometimes contractors in bidding work 
will vary their profit margin in offering fixed unit price bids, otherwise 
their bid prices might be so high as to actually take them out of com- 
petition. On the other hand, they cannot guarantee themselves a 
profit because there are too many intangibles ‘involved in bidding. 

While contractors, in figuring their estimated cost to perform cer- 
tain items of work, no doubt include a profit factor, one contractor 
might use one figure, and another a different figure. 

I believe these days, certainly, none of them would use less than 15 
percent as the profit factor, but they cannot be assured that they will 
come out with that amount. Ws 

































PROBABLE CONSEQUENCE OF DEFERRING 1958 APPROPRIATION ESTIMATE 





Mr. Preston. What will be the consequence of deferring any ap- 
propriation for this item for 1958, Mr. Curtiss ? 

Mr. Curtiss. It would mean that we could not proceed with the 
present plan of providing an all-weather highway. We would be 
left with 700 miles of just earth grading that certainly would not be 










it 
in 
in 


he 
be 


be 


625 


economical, safe, or attract people from the States to go down over the 
highway. 

Mr. Preston. Well, would it cause damage to the present road ? 

Mr. Curtiss. Yes, sir. 

Mr. Preston. Would it cause considerable damage ? 

Mr. Curtiss. Yes, sir: it would deteriorate rather rapidly. 

Mr. Preston. Would it result in additional costs in the future to 
repair the damage? 

Mr. Curtiss. Yes, sir; it would. 

Mr. Preston. Do you think there would be considerable damage? 

Mr. Curtiss. Well, I believe it would erode more rapidly than other- 
wise and there would be considerable damage. 


EMPLOYMENT 

Mr. Presron. How many employees do you have on the payroll 
now in this program, Mr. Allen ? 

Mr. Atten. We have 82 employees on February 28, sir. 

Mr. Preston. How many additional employees are contemplated 
for 1958 ¢ 

Mr. Arien. The budget estimate provides for an average employ- 
ment of 102 in 1958, and that would represent an addition of 20. 

Mr. Preston. How many? 

Mr. Atten. That would be 20 over the number on the rolls cur- 
rently. 

Mr. Presron. Are there any further questions, gentlemen ? 

If there are no further questions, gentlemen, thank you very much. 

Mr. Curtiss. Thank you, Mr. Chairman. 


Wepnespay, Marcu 20, 1957. 


ASSISTANT SECRETARY FOR INTERNATIONAL 
AFFAIRS 
WITNESSES 


H. C. McCLELLAN, ASSISTANT SECRETARY FOR INTERNATIONAL 
AFFAIRS 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

LORING MACY, DIRECTOR, BUREAU OF FOREIGN COMMERCE 

REX ANDERSON, ASSISTANT DIRECTOR FOR ADMINISTRATION 

FRANK SHEAFFER, DEPUTY DIRECTOR, OFFICE OF EXPORT CON- 
TROL 

E. E. SCHNELLBACKER, DIRECTOR, OFFICE OF TRADE PROMOTION 

ROBERT SIMPSON, DIRECTOR, OFFICE OF ECONOMIC AFFAIRS 

HERBERT J. CUMMINGS, DIRECTOR, DIVISION ON MIDDLE EAST 
AND AFRICA 

FRANK B. GATCHELL, BUDGET OFFICER, CUSTOMS SERVICE, TREAS- 
URY DEPARTMENT 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The next item which we shall consider will involve 
a general statement by the Assistant Secretary for International Af- 
fairs, 

We are glad to have Mr. H. C. McClellan with us this morning. It 
is my understanding, Mr. Secretary, that you have a prepared state- 
ment which you desire to present to the committee ? 
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GENERAL STATEMENT 


Mr. McCuieuian. I have, Mr. Chairman, and with your permission 
I should like to submit the prepared statement for the record, and make 
a very brief extemporaneous statement concerning it. 

Mr. Preston. Very well, we will be glad to have you do that. 

(The statement referred to follows :) 


STATEMENT FOR THE HOUSE APPROPRIATIONS SUBCOMMITTEE BY H. C. MCCLELLAN, 
ASSISTANT SECRETARY OF COMMERCE FOR INTERNATIONAL AFFAIRS 


Mr. Chairman and gentlemen of this committee, 1 year ago I had the privilege 
of appearing before you, shortly after my confirmation as Assistant Secretary 
of Commerce for International Affairs. At that time, I presented a program 
designed to meet the demands of the business community for increased services 
from the Bureau of Foreign Commerce. 

All foreign traders and investors, but particularly those without large staffs 
and experience in foreign trade, must rely heavily on our services to conduct 
their extremely complicated foreign transactions. Without such assistance, 
the expansion of trade and investment vital to the peace and prosperity of the 
free world could not successfully challenge the increasing competition from 
Soviet bloc countries in world markets. 

In 1956, total United States foreign trade increased 16 percent over 1955. This 
growth must continue and trade must be conducted in an orderly manner 
to prevent disruptive effects on United States and free world economies. The 
Bureau of Foreign Commerce and the commercial officers in the Foreign Service 
have an important responsibility to explain the nature of foreign and domestic 
markets to businessmen to insure wise trade policies and practices. Therefore, 
in addition to continuing the traditional services of the Bureau at approximately 
the same level as over the previous 2 years, I requested and the Congress 
appropriated a modest increase to expand 2 important activities directly con- 
tributing to this objective. 

The first was to implement an agreement entered into between the State De- 
partment and the Department of Commerce to strengthen our joint services to 
the business community. In order to achieve maximum development of foreign 
trade and investment from the augmented Foreign Service, it was believed es- 
sential that the activities of the Bureau be increased and that the publications 
program resulting from the greater flow of information from the Foreign Service 
be stepped up. The Bureau of Foreign Commerce recognized a definite obligation 
to assemble and disseminate this increased information. 

This program has proceeded with the utmost cooperation between Commerce 
and State. Methods and procedures have been worked out and personnel re- 
cruited. The Commerce Department undertook to supply 20 of its own staff 
to the Foreign Service in exchange for a like number of officers for duty in the 
Commerce Department. These exchanges, which are usually for a 2-year period, 
strengthen the staffs of both Departments. We have submitted the required 
names to State Department. 

Secondly, a small increase was included in this budget to send trade missions 
to countries where there would be no international trade fairs. As you know, 
over the past 2 years we have sent a number of missions of 3 businessmen under 
the leadership of a Department official to participate in the United States exhibit 
at international trade fairs. These missions were so successful in creating 
goodwill and developing trade and investment based on a sound understanding 
of United States markets, that we believed it was most important to try to reach 
businessmen in carefully selected areas where there are no trade fairs. At 
present, we have four trade missions in non-trade-fair countries and additional 
ones are being planned. 

During the past year, I have had occasion to travel rather extensively in 

Jurope and to talk to a great many American businessmen about the services 
rendered by the Bureau of Foreign Commerce. These observations and discus- 
sions fully confirm my belief in the importance of a strengthened Foreign Service 
and the tremendous value in the terms of trade opportunities and investment 
opportunities which are uncovered by our trade missions. Businessmen are 
writing to us in increasing numbers commenting most emphatically and favorably 
on our programs. These unsolicited letters are a most heartening confirmation 
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that we are providing essential and valuable services. I have many of them 
with me if you would care to look them over. 

We were determined that the funds made available last year by the Congress 
to increase Bureau of Foreign Commerce activities be utilized in the soundest 
and most economic manner. The additional funds enabled us to make certain 
organizational changes and to strengthen the staff in order to more effectively 
meet the increasing demands of businessmen. Additional valuable information 
is beginning to flow in from the Foreign Services posts. It is our intent over the 
next fiscal year to consolidate the gains which have been made and not to in- 
crease our staff above present levels. We believe greater benefits will continue 
to flow to the business community as a result of more experienced and efficient 
personnel. 

Therefore, the regular Bureau program for the next fiscal year calls for a 
small increase over the current fiscal year to carry on at staff levels which were 
built up over the past year, to continue our expanded publications program, and 
to make the required contributions to the retirement fund. 

The volume of export-control licensing has remained relatively constant. We 
believe that the tightening of our procedures resulting from a slightly larger 
budget during the current fiscal year has been effective. Therefore, it is pro- 
posed to carry on the export control of strategic items and short-supply items 
at the same level as during the present fiseal year. 


Mr. Preston. You may proceed with your extemporaneous remarks, 
Mr. McClellan. 

Mr. McCrietian. Mr. Chairman, about a year ago, when it was my 
privilege to appear before this committee, I reported our plan of 
trying to improve the operations of the Bureau of Foreign Commerce 
through the strengthening of our commercial services to business and 
industry here and abroad in the interest of developing foreign trade 
and commerce. 

L would like to report to you that our program, as we reported it in 
prospect a year ago, and which was approved budgetwise here, has 
been carried out with, I think, a considerable degree of success. We 
have had innumerable letters from people in business and industry 
during recent, months to this effect. 

We have reorganized the operations of the Bureau of Foreign Com- 
merce more clearly in terms of functions under my direction. J think 
that on the whole we have done a pretty good job. 

The budget which we are presenting this morning, is substantially 
the carrying out of the precise program which we presented a year ago 
without major changes. 

Our relationships with the State Department in connection with 
the contract. which was negotiated with them a year ago, is working 
well. They are cooperating with us and we, I think, with them, whole- 
heartedly. I think that, that is certainly encouraging. 

Finally, in the light of the tremendous increase in foreign trade last 
year, showing a gain for example, of 16 percent, we think the prospects 
for further increase are good. It seems essential to us that there con- 
tinue to be a good foreign service commercial program since we are 
responsible for seeing that the development. of this trade is orderly. 

That is about all | would want to say, Mr. Chairman, and I will 
be very happy to submit to such questions as the committee may wish 
to ask of us. 

REORGANIZATION 


Mr. Preston. What sort of reorganization have you accomplished, 
Mr. Secretary ? 

Mr. McCretian. Well, in the main, the change that we worked out 
about a year ago, and which became effective, I think, in May 1956, 
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was to divide the operations of the Bureau of Foreign Commerce 
into three offices based upon function. 

The Office of Export Supply which has to do with the control of 
exports for purposes of security and of items in short supply was 
alined under. one direction. The Director of that Office operates 
strictly on the basis of function. 

We separated into an Office of Trade Promotion all of the line opera- 
tions that have to do with relations with business and industry, trade 
promotion, travel promotion, and investment. 

Then, the third function of the Bureau was placed under the Office 
of Economic Affairs. This is actually our intelligence resource for 
the whole Department. That means information on all the countries 
abroad which is needed either in export supply operations or in trade 
and travel and investment promotion. 

By this new alinement we think we have strengthened our opera- 
tion because among other things we now are able to look to the Di- 
rector of each of these three separate offices of the Bureau for the 
results that are needed, and it has eliminated what I think formerly 
was, in part, minor confusions as to function. From the businessman’s 
standpoint this was desirable and from an operator’s standpoint I 
think the results have been good. 


FORECAST OF FOREIGN TRADE 


Mr. Preston. What is the prospect for an increase in foreign trade 
during the coming fiscal] year, Mr. Secretary ? 
Mr. McCuietian. Mr. Chairman, I think the prospects are quite 


good. From all that we can see—and I have traveled a bit during the 
past year, and while we have, of course, some political international 
difficulties—it would appear to me that in many areas of the world 
progress is being made on the economic side and that increasing under- 
standing developing as to the importance of trade and of the part that 
we can play in it. 

In Latin America, for example, we found an increasing interest in 
improving trade relations with the United States. 

We find in the European areas also the desire to work out the diffi- 
culties that have been obstacles in the past on bases that are sound 
and in our interest as well as theirs, and I say that. Mr. Chairman, 
with this in mind: Any man in business in this country, I think, recog- 
nizes that no business transaction is sound unless it serves to benefit 
all the parties to it. We are trying to advance that doctrine and pro- 
vide through our embassies and through our commercial people abroad 
such information so that people in other countries who want to trade 
with the United States recognize the importance of dealing with us 
on that kind of a mutual basis, and not merely trying to exploit our 
market on a short-term basis. 

It seems to us, frankly, in these tense times you can scarcely point 
to an area where there is trouble where there are not related economic 
problems. Therefore, in our work on trade development we have to 
look primarily to understanding of trade factors and to information 
that bears on trade expansion so that we can have orderly development 
of sound trade policies in marketing, not only by our own people but by 
the other countries who buy from us, and who must share our market 
if we are to be able to sell them goods. 
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EFFECT OF INVESTMENT ABROAD 


Mr. Preston. Mr. Secretary, it is estimated that American capital 
and American businesses have invested approximately $30 billion 
abroad in expansion of their activities. 

What is your opinion as to the ultimate effect of this program of 
going abroad and producing abroad ? 

Is it going to reduce the export market for things made in this 
country by the same companies and similar companies, or is it going 
to strengthen the local economy to the extent that they will be able to 
purchase other commodities in this country to a greater degree and 
offset the loss of markets for some commodities ? 

Mr. McCuetian. Mr. Chairman, of course, I cannot claim that what 
I would report as an opinion would necessarily find agreement in the 
minds of all who were concerned with trade, but I would offer this 
observation: That the investment abroad of American capital is ex- 
tremely important in the strengthening of free-world countries; that 
it not only adds to their capital strength, but enables the growth of 
business and industry, and also carries with it the technical advances 
that have the effect of advancing the whole country’s economic status. 

The know-how and these concepts that are American in terms of 
opportunity, incentive, and reward, improve our chances to sell in 
those countires. I think it is clear that, for example, Canada is one 
of our best customers. I think it is clear also that Latin America is 
becoming extremely important to us, and the more it advances and 
develops its economy the better a customer it becomes. 

1 think, therefore, to answer your question directly, that the invest- 
ment of American capital abroad within proper criteria and with 
proper advantage to those who put up the money under proper rela- 
tionships maintained economically and politically between our coun- 
tries is strictly to the advantage of this country and its national secu- 
rity and its foreign relations. 


EFFECT OF MIDDLE EAST SITUATION 


Mr. Preston. What has been the effect on our foreign trade in the 
Middle East as a result of this crisis? 

Mr. McCretian. Well, of course, there have been, Mr. Chairman, 
some problems. The Suez situation has impaired to some extent the 
shipments. On the other hand, obviously, the pattern has temporarily 
changed, and some things have been cut: off, and other things have in- 
creased. I suspect that the changes which have occurred abroad have 
resulted in increased sales of some products from the United States. 
I do not have statistics before me specifically on that. 

Mr. Preston. Well, has there been any indication that there has 
been a falling away of American exports into the Arab area ? 

Mr. McCte.ran. I think, in some items, yes. I have not an analy- 
sis before me as to just how this has worked out, but I am not under 
the impression that there has been any trend toward the exclusion of 
United States shipment on a long-term basis, or as the result of chang- 
ing attitudes. I do not find that. I would suggest that, perhaps, Mr. 
Macy or Mr. Simpson, who are here with me, might be able to answer 
more specifically, being a little more familiar with the current sta- 
tistics. 
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Mr. Preston. Well, we will go into that when get into the program 
further. 
Mr. Rooney, do you have any general questions at this point? 


TRADE WITH RED CHINA 


Mr. Roonry. Mr. McClellan, what is the situation with regard to 
trading with Red China ? 

Mr. McCrxe.ian. The policy of the United States has been and is at 
this time that all trade with Red China is embargoed. That is, the 
United States foreign policy is to embargo trade with Red China. 

Mr. Roonry. Are you doing anything to loosen that up / 

Mr. McCuztian. No, sir. To the best of my knowledge, there is no 
change, either present or contemplated, as to the embargo on trade 
with Red China. 

Mr. Rooney. Is this administration not agreeing with our allies 
in relation to their trade with Red China? 

Mr. McCuriian. Well, Mr. Rooney, I am afraid I cannot give you 
categorically all of the specifics in it, but I can only touch upon the 
part with which Iam familiar. 

It has been, I believe, the position of the United States, first, to be 
more stringent in its control on exports to the [ron Curtain countries 
in Europe than has been the policy of other free-world countries. Sec- 
ondly, while it has been our policy, as I have indicated, to embargo 
trade with Red China or North Korea, it has not been the policy of 
other free-world countries to do the same. They have a somewhat, less 
restricted ;contro]'in Europe. I say that Europeans, as a group, have 
a less restrictive limit on trade with the Iron Curtain countries than 
has the United States. 

Secondly, the same European countries and some of the Asian coun- 
tries have a limited trade with Red China and North Korea, while 
we have an embargo. 

Mr. Roonry. Are any of these countries exporting strategic ma- 
terials to Red China? 

Mr. McCietian. Within my definition, Mr. Rooney, yes, sir. 

Mr. Rooney. What would you include in your definition, Mr. 
McClellan ¢ 

Mr. McCreuian. I would include anything, in a strategic-material 
way, that had in any sense a factor of significance toward war poten- 
tial. 

Mr. Rooney. For instance ? 

Mr. McCrecian. Well, of course, if you get to the items of major 
significance, you would talk about arms of any order or machinery 
which could and is usually employed for the production of arms. I 
would consider those in the highest category. These, I believe, are 
not being traded with either the European Communist bloc or in Asia 
by any of the free-world countries, to my knowledge. 

“Mr. Roongy. What is your personal opimion with regard to United 
States trade in nonstrategic materials with Red China? 

Mr. McCrxrian. Mr. Rooney, my own opinion is that the United 
States present policy is sound; that the embargo of all trade with Red 
China and North Korea is a proper position for the United States. 
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Mr. Rooney. Do you have some detailed information with regard 
to the amount of exports of what you consider strategic materials by 
our allies to Red China ? 

Mr. McCietian. No, sir; I do not. In the first place, Mr. Rooney, 
may I say that I venture an opinion as to what is strategic and I gave 
a sort of an off-the-cuff definition as to what my interpretation of a 
strategic item is. 

This is a matter, however, in which there is great difference of opin- 
ion among people who are interested in this, and I think you could 
go from a point to where some claim that anything that contributes to 
the economy such as even food products are a factor in war potential, 
and from there clear up the line you will find other items that some 
consider strategic and others do not. 

Mr. Rooney. I believe we all understand that, but I am trying to 
get some information as to what in the line of strategic materials and 
the quantities thereof our allies are furnishing Red China. 

Mr. McCietian. Well, sir, I do not have that. 

Mr. Rooney. The Department of Commerce cannot help us on that? 

Mr. McCtiexian. I think we could, but I am not certain just what 
information is available. 

Mr. Macy, could you elaborate on that further ? 

Mr. Macy. We have, Mr. Congressman, information on the exports 
of other countries to Red China. 

Mr. Roonry. Well, I would be viterly amazed if you did not. 

Mr. Macy. Yes, sir. 

Mr. Rooney. And I have been quite surprised by the answers up to 
now. That would be one of the principal functions of a commercial 
attaché at our posts throughout the world: is that not so? 

Mr. Macy. We have that; yes, sir. 

Mr. Rooney. Now, can we get that information ? 

Mr. Macy. We could supply it for the record. 

Mr. Rooney. Very well. Please insert at this point in the record 
a chart showing the materials that you consider strategic and the 
quantities furnished by the various allied countries to Red China. 

Mr. Macy. All right, sir. 

(The information requested follows :) 

The U..N. resolution of May 18, 1951, is the international action under which 
member countries control exports to Communist China. This resolution recom- 
mends an embargo on shipments to areas under the control of Communist China 
and North Korea “of arms, ammunition, and implements of war, atomic-energy 
materials, petroleum, transportation material of strategic value, and items use- 
ful in the production of arms, ammunition, and implements of war.” There are 
many commodities moving in normal trade channels which could not be interpre- 
ted as falling under the description of strategic items described in the resolu- 
tion. The United States, however, applies an embargo on all commodities ‘to 


Communist China. Other countries allow some exports in accordance with their 
interpretation as indicated in the following table : 
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Exports of major commodities and commodity groups to China by principal. free- 
world countries, 1955 and January-June 1956 





{In millions of dollars] 


























Commodity or commodity group | Exporting country 1955 : anuary- 
une 1956 
$$$ $$$ | ee sera ans tae ioede 
NE tee LS cntidhassotibecasesebicenss NE a anebhben de 112.6 22.8 
Orude rubber, including synthetic and re- | Ceylon........---...-------------- 24.8 16.3 
claimed. Sieh te tate cisteitinignchs na papiet 1.3 | 23.1 
Wool and other animal hair__.............------ United Kingdom. __.-.--- -----| 14.5 10.1 
pi RETR Ser ee ery ee Jk 5.8 4.1 
New Zealand.__..--.-- hceodel 4] 2 
Gerpeet! OO en : _..-.---| Pakistan. --. 26. 4 | 6.3 
RR 6 i nciists care | 24.5 (3) 
| ae ae ae 4.5 | ‘8 
MY MAMI foots ob lo 255 oui danse 1.3 (3) 
CRD CIN, Bia sn Soo nce bdg sbi geno dvd Germany, Federal Republic of-__--| 5.7 | 1.7 
WOMB. J2sd5 kaso os -| 4.4 | .4 
ES oo ols on aneneiane Jel 1.7 | se 
ar nee ec kd 1.6 | (*) 
Italy denithitdelhd who omdbied seen ade 1.2 | 6 
United Kingdom ___. ahs 8 (3) 
ware sis ds i556. Ls. 3 | 3 
Belgium-Luxembourg.--..-. : 1 “a 
Coal-tar dyestuffs and natural indigo. ---...._-- Hong Kong_.---.-.------- ae 7.8 | 2 
Germeny, ‘ederal a igananes ae 4.3 | 7 
Switzerland__............-...-----| 3.9 | 4 
fi eae REEL bd camtadadc 1.2} .2 
i civacnscinann telesStusers 1.2 | 1 
Tc ais Edsnecsotebvewe! 9 | (3) 
United Kingdom-_.......-.--.----| 6 | (4) .2 
Medicinal and pharmaceutical products --_......| United Kingdom... | 2.3 .6 
Hong Kong.-__- , 2.1 | 4 
France ------ 1.6 on 
Japan. __-- 1.5 .6 
BRET ss ashe be bys pdeedd .4 | “a 
Switzerland --| .3 | 2 
Germany Federal Republic of. :2 | 2 
Belgium-Luxembourg ee ae xt (3) 
Fertilizers, manufactured __................-..-- Germany, Federal Republic of. --.| 12.5 | 6.0 
COD io nsich eet naspes-0ns- <b = 9.0 | 9.1 
I Ri nat wan soon ralnem ae 8.7 | 4.4 
| Belgium-Luxembourg...--....---- 5.5 | 6.8 
I 1.8 | 3.3 
44 .2 
Chemicals, other 1.9 | 2.0 
1.6 | 4.5 
| Germany, Federal Republic of. _-_- 16} 2.5 
| I BE ns odin ennnceeseckaee<s 1.5 | 2 
United Kingdom...........------- 1.3 | .6 
ih i ncn nutbpdncndee RS -2 
Se an ana nt Shee “8 }.- z= 
| Belgium-Luxembourg.----..-......-- 2 | eo 
th ance Rh dn amdinnticie at |, oaeieeienenl “7 
Textile yarn, fabrics, and manufactures, except RS cca ampatiede td doquere bebidas 6.4 -6 
clothing. eee bane 5.9 2.2 
DE. oocunchicaicnesnsaoon 1.9 1.0 
tain iain aliases 2s mick metas ll 9 (*) 
Iron and steel semimanufactures-_-__...........- POR cccbese cl icase ds Saas 1.0 2.3 
SS YR OTE VERE 4 1.4 
I dd ciel sreieniebun steno oth o el (*) 
inten ae inh meen eiiaiinet -1| - 
ee ttecal i) } 4 
Base metals and manufactures, other. _.........| Japam_.........-...-.--.-------- ..| 6 | 3 
titania nstitingtiin Daisies ae 4 an 
| Switzerland 3 . 
Hon Kens. . iy 3) 1 
& SRS e Rarer eae eee el 4 
Machinery, other than electric__............--... LO oe cienud onan iisbbteninn 2.9 } 1 
eR eee athena deronitmen pales 2 1.4 2.4 
Switzerland._.........-...-.- ele 6) 5 
Germany, Federal mnie of__.-| 4) 1 
Electric machinery, apparatus, and appliances..| Belgium- Luxembourg._- Feel 5 | 3 
| TR ais nnssosensh ene oar § | om 
tte etnusenketadasedunusel 4 | 1 
Germany, Federal intends na. 3 .2 
| Finland.....-......- stint 7 a 
I WON... btdeceedcdscsrdbauasccgsneke SA he a cSa‘caiawen | 4.0 1.3 
Machineryandtransportationequipment, other_-; oeceeiene lat te hcl es hel | 1.3 |  eaannie 
apan .3 | 53 
Germany, Federal Republic ot. witiel .2| 1 
1 January-September. 
2 January-May. 


3 Not reported in source. 
¢ Less than $50,000. 


Source: Official statistics of listed countries. 
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Mr. Rooney. That is all, Mr. Chairman. 
Mr. Preston. Mr. Yates, do you have any questions ? 


ESTABLISHMENT OF TRADE POLICIES 


Mr. Yates. Who establishes trading policies between the United 
States and other nations? Does your agency do it, or does the Depart- 
ment of State do it? 

Mr. McCie.ian. That is a policy decision made interagencywise. 
The Department of Commerce operates under policies determined by 
the administration, and not just by the Department of Commerce. 
That includes the National Security Council on matters of security 
and, certainly, it includes the State Department on matters of inter- 
national relationships. So, it is not something that we in the Depart- 
ment of Commerce establish for ourselves. 

Mr. Yares. You merely take orders, then ? 

Mr. McCretian. Not quite that, sir. We have a voice in the deter- 
mination of policy in which is included the several departments. Many 
times the Department of Agriculture is included because of our prob- 
lems in agricultural surpluses and supply, but certainly the Defense 
Department is always concerned. 

Mr. Yates. Suppose the State Department decided that we ought to 
engage in trade with Red China? Would you abide by that ? 

Mr. McCretian. Well, Mr. Congressman, no one department makes 
these determinations. 

Mr. Yates. I see. Do you have a policy with respect to the disposi- 
tion of agricultural surpluses throughout the other nations of the 
world? 

Mr. McCrietian. We only have a voice. Again, this is a matter 

Mr. Yares. Is that established by the Department of Agriculture ? 

Mr. McCrietuan. Not by itself. This is, again, a matter of inter- 
agency policy determination. 

Mr. Yates. Has such a policy been established ? 

Mr. McCietan. Yes, sir. We operate under policies that are estab- 
lished, and under Public Law 480 many of such policies are established 
by Congress. 

Mr. Yates. I know about the Public Law, but I am wondering 
whether or not there are any other policies that you have supplement- 
ing that. 

Mr. McCretian. There are operating policies and regulations, The 
laws are established, of course, by ( Congress, and those are interpreted 
and operated under by the executive branch, but within that we develop 
interagency policies and in the Department of Commerce we try to 
set up thet ‘egulations to meet those polic v objectives. 





DISAGREEMENT IN ADMINISTRATING PUBLIC LAW 480 


Mr. Roonry. Have there been any situations where the Department 
of Commerce has disagreed with the Department of Agriculture with 
regard to the disposition of surplus agricultural commodities in cer- 
tain countries ? 

Mr, McCrettan. Mr. Rooney, I cannot think of any specific one 
where I could identify an issue. I can certainly report to you, sir, 
that many times in discussions of this order we have differences of 
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opinion during the discussion as to what would be a proper course of 
action. 

Mr. Rooney. Knowing that, I was prompted to ask the question 
which was: Have there been any situations where you have disagreed 
with the Department of Agriculture in regard to the disposition of 
surplus agricultural products in certain countries ? 

Mr. McCrietxan. Well, I suspect that there have been, Mr. Rooney 

Mr. Rooney. I do, too. I have heard it before, and that is the rea- 
son I am requesting an answer to my question. 

Mr. McCretian. I cannot identify a specific one, but I would only 
sa y—— 

Mr. Rooney. Why ? 

Mr. McCueiian. I do not recall a specific one, but I do know that 
there are differences of opinion, of course, on issues of this kind be- 
tween the various departments, but no one of our departments arbi- 

trarily by itself makes the conclusion as to what the policy should be. 
tie as you would imagine, we wind up with a position some- 
what different from the one taken either by Commerce or Agriculture 
or some other Department. 

Mr. Rooney. You sure are giving us some glittering generalities, 
Mr. Secretary. I am trying to get some information. 

Would you please insert at this point in the record, covering a period 
of, say, 2 years, the instances and details thereof wherein the Depart- 
ment of Commerce has disagreed with the Department of Agriculture 
with regard to the disposition of surplus agricultural commodities? 

Mr, McCrievian. May I ask, Mr, Rooney, ‘if I am clear now? 

Frequently, we enter a meeting to discuss a problem of this order 
in disagreement. More fr equently, however, after the meeting has 
been completed, and revisions have taken place, we are in agreement 
with the decision made which may be quite different from the position 
we or they took. 

Mr. Roonry. There is a loud wisper around town that the Depart- 
ment of Commerce has been vastly in disagreement with the Depart- 
ment of Agriculture and those who believe in Public Law 480 and for 
that reason I am prompted to make this inquiry in order to determine 
the mentality of the Department of Commerce on the subject. 

Mr. McCuatian. I see. We will provide the answer. 

Mr. Roonry. I am not speaking of lack of mentality now; I am 
using the word “mentality” in its definition as a viewpoint. 

Mr. McCrewian. I understood that, of course. 

(The information requested follows :) 

Each agency of Government which has responsibilities in connection with the 
administration of Public Law 480 considers policy and operational questions 
from a different viewpoint based on the responsibilities of each agency. The De- 
partment of Agriculture has the major responsibility for administering this pro- 
gram and are looking at all times toward maximum exports of agricultural 
surpluses; the Department of State considers questions of implementation of 
Public Law 480 from the political, international relations point of view. The 
Department of Commerce looks at these problems more from the point of view 
of the effects on private business activities in the international trade of these 
and other commodities. 

The questions arising in the administration of the program are first discussed 
in staff committtees and, as required, are referred to the Council on Foreign 
Economic Policy. This Council, whose membership is composed of the Secre- 


taries. of the interested departments or their immediate representatives, decides 
on matters involving the Public Law 480 program and effectively eliminates the 
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differences in the views of the Departments which the question implies. In no 
case has the Secretary of Commerce taken exception to the decisions reached 
in the Council. 


BOYCOTT OF AMERICAN GOODS 


Mr. Yates. Is there a boycott of American goods anywhere in the 
world? 

Mr. McCretian. I know of no such boycott. 

Mr. Yates. Would that answer be true with respect to goods pro- 
duced by all American citizens? . 

Mr. McCietian. No, sir; Iam afraid it would not. I could not 
say that we are completely free from all boycotts either in the country 
or out of it, on that basis. I thought you were speaking in general 
terms of American goods because of American policy being boycotted 
by a country. 

Mr. Yates. No. 

Mr. McCiecian. No, sir; I could not say that there are no boycotts. 

Mr. Yates. Let me be more specific in my question: American 
soldiers of Jewish faith are not permitted to serve in certain Mid-East 
countries. The State Department recognizes that American citizens 
of Jewish faith are not permitted to receive passports to enter certain 
Mid-East countries. 

Is there a similar discrimination by these countries in terms of goods 
that may enter the countries by American producers of Jewish faith? 

Mr. McCueuian. I think I would like to ask Mr. Simpson, who is 
Director of our Office of Economie Affairs, to answer that question. 

May Task him to do it ? 

Mr. Yaves. Surely. 

Mr. McCrevian. He can give you a better answer. 

Mr. Suwrson. Well, sir, | cannot give you a specific version on this 
for the reason that the Near East situation, which I imagine is the one 
you have in mind, is not always reduced to specifics by the govern- 
ments concerned. We do understand, however, and we have given some 
publicity in our publications to the fact, that some of the Near Eastern 
countries have indicated by individual actions or by more or less 
generalized statements that they would not furnish licenses and other 
types of official approval for transactions with American firms of 
various types. 

I am afraid this may sound rather generalized, but my answer has to 
be generalized because it has been very difficult to pinpoint exactly all 
the details and what their intentions are. 

We can just infer them from the actions taken. 

Mr. Yates. Over what period of time has this occurred ¢ 

Mr. Stmpson. I think it would be correct to say at least for the en- 
tire past year. It may have been somewhat longer than that.. My 
personal knowledge of it has been during the past calendar year. 

Mr. Yates. Do you know whether or not it existed before that time? 

Mr. Stupson. I do not personally know. I could find out about it. 

Mr. Yates. Were you in charge of this program prior to a year ago? 

Mr. Stwpson. We have the information in the Department, and we 
can get it for you, sir. 

Mr. Yates. All right. 





636 


Mr. Yates. What countries were involved in this / 

Mr. Stmpson. Well, I believe, one of the countries in Saudi Arabia, 
That is the one where I have had the most specific contacts. 

Mr. Yates. What about Lebanon ? 

Mr. Simpson. I have not run across Lebanon in this connection. 

Mr. Yates. Can you check your Department thoroughly on this, and 
let me have a full report on it? 

Mr. Srmpson. Yes, sir; we would be very glad to do that. 

(The information requested follows :) 

There are two distinctly different boycott arrangements now in effect : 

(1) One is of the type which Representative Yates originally inquired about, 
namely, a discrimination against the entry of foreign goods from producers of 
Jewish faith. This type of boycott is maintained by Saudi Arabia. The Saudi 
Arabian Government requires its Saudi Arabian importers to obtain and present 
documentary evidence that goods they import from any foreign country, including 
the United States, have been procured from firms not owned by persons of 
Jewish faith. Scattered cases of requests by Saudi Arabian importers for such 
documents were reported by American firms beginning in 1951. The number 
of such reports from American firms rose sharply in late 1954 and early 1955. 

(2) The second boycott is quite separate from the Saudi Arabian boycott de- 
scribed in (1) above, and its intent and operation are of a different character. 
It is know as the Arab League Boycott of Israel. This boycott is administered 
by a formal boycott committee established after the close of hostilities in 1948 
by the Arab League countries. The nations participating in this committee 
include Syria, Lebanon, Iraq, Jordan, Egypt, and Saudi Arabia. Under the 
Arab League boycott, firms of any nationality, including United States firms, 
which maintain plants or main branches in Israel, or that license their technical 
processes to Israeli manufacturers, are prohibited from doing business in any 
way within the Arab League member nations. 

Mr. Yates. What about Syria? 

Mr. Sumeson. I have not heard of Syria in this connection. 

Mr. Yates. What about Egypt ! 

Mr. Srmpson. I have not run across Egypt, either. 

Mr. Yates. What form has this taken? Have you had applica- 
tions for export licenses from Americans who sought to trade with 
those countries ? . 

Mr. Srurson. The literal answer to your question is “yes; we have 
had them,” but this question has not arisen in connection with our 
export licenses. This question has arisen in connection with reports 
we have had from individual firms that were having difficulties in get- 
ting approvals from the other countries concerned. 

Mr. Yates. Do you lose supervision of a transaction when you issue 
a license to export ? 

Mr. Srupson. Yes, sir. 

Mr. Yates. Is it then up to the exporter to make his own arrange- 
ments with the foreign country in which he seeks to trade? 

Mr. Srvpson. As far as their laws are concerned ; that is correct, sir. 

Mr. Macy. I think we might want to clear up something here: It 
is not the export license that is involved. 

Mr. Yates. I realize that. It is the right to enter the country that 
is involved, and that is the reason for my question as to whether or not 
once having granted an American firm the right to export its prod- 
ucts, do you then cease to have any supervision over it, or any con- 


trol of it ? 
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Mr. Macy. We have control over where that commodity, once it is 
licensed, goes to the destination to which it is intended, but we do not 
have control over the fact that it must be shipped once it is licensed. 

In other words, it may never be shipped. 

Mr. Yares. Do you know whether or not in the course of your super- 
vision the country to which the goods are directed does or does not 
permit them to come in or to enter their country 4 

“Mr. Macy. On an individual basis, the way we would find out 
whether or not it is prohibited would be from the exporter in the 
United States who comes to us complaining about the problem of get- 
ting his goods into the country. 

Mr. Yares. In other words, you just give him his license and from 
then on he carries on and makes all arrangements himself? 

Mr. Macy. That is a permit to him toship. 

Mr. Yares. In what ways has Saudi Arabia and such other coun- 
tries that show such discrimination made their intentions know to us? 
Have they spoken directly or discussed this matter directly with any 
official of the United States, or with your Department ? 

Mr. McCie.tian. Not to my knowledge. 

Mr. Yates. Is your entire knowledge a result only of complaints 
you have received by Americans / 

Mr. McCueuan. Yes, sir. 

Mr. Yates. You have heard nothing from the nations themselves ? 

Mr. McCueiuan. Not directly. Have you, Mr. Macy ? 

Mr. Macy. That is correct. Our knowledge of this arises from re- 
ports we receive from American firms as to the experiences that they 
have with officials of other countries. 

Mr. Yates. What have you done in connection with such com- 
plaints? 

Mr. Macy. Well, we have had two concerns about this: The first, 
of course, has been to make sure that all of our own people are warned 
of the situation so they do not stumble into it inadvertently. 

The second thing, of course, is that we have been discussing with the 
State Department how we could get after the problem itself and try 
and have these apparent policies modified. 

Mr. Yares. When did you take this up with the State Department ? 

Mr. Macy. I would like to defer to the Secretary on that question. 
This has been handled through his Office. 

Mr. McCuetxian. Many months ago this first was discussed with the 
State Department, but this is out of our area in terms of relationships 
intercountry wise. 

Mr. Yares. The gentleman who testified earlier—I do remember 
his name—are you Mr. Macy ¢ 

Mr. Macy. Yes, sir. 

Mr. Yates. I mean the other gentleman. 

Mr. McCuetian. That was Mr. Simpson. 

Mr, Yates. Mr. Simpson indicated that it had come to his attention 
a year ago. 

The discrimination insofar as service in the Air Force is concerned 
in these countries and insofar as passport travel is concerned has 
existed for a period much longer than a year. 

Mr. Stmpson. Yes, sir. 
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Mr. Yarrs. Which leads me to believe that you must have had no- 
tice of it for a period of time longer than a year. 

Mr. McCretian. Mr. Congressman, the moment we have heard— 
and I cannot give you dates on it without reviewing it from our rec- 
ords—of problems of this order, you may be sure they are promptly 
taken up with the State Department in order to do what can be done 
to encourage anything that can be done to eliminate the problems of 
this kind. 

Mr. Yares. That is exactly why I am asking you these questions. 

I want to find out when you first discussed it or took it up with the 
State Department. You said you took it up with the State Depart- 
ment many months ago. I want to know whether this was the first 
time your particular branch took it up with the State Department. 
Did you notify the Secretary of Commerce or did you take it up 
directly with the State Department ? 

Mr. McCietxan. I do both. We have relationships with the State 
Department at different layers of operation, of course, there is con- 
stant liaison on matters of this kind. This is all policy matter, and an 
international problem of such importance that the Secretary would 
be consulted. The State Department would be consulted also, and 
there would be conferences to see what might be done to remedy it, 
but it is out of our responsibility in terms of working it out with an- 
other country. 

Mr. Yatrs. Do you have any representatives in the countries that 
are affected ? 

Mr. McCrerian. Yes, sir; but we have them under the line author- 
ity of the State Department. 

Mr. Yates. They are not employees of the Bureau of Foreign 
Commerce ? 

Mr. McCretxian. No, sir. 

Mr. Yates. You are talking about the consular attaché? 

Mr. McCrettan. The commercial attaché. Immediately upon leav- 
ing this country, he goes to an embassy abroad and comes under the 
line authority of the State Department, but he works in accordance 
with the program which we reviewed a year ago. 

Mr. Yarrs. Does he report to you or to the State Department? 

Mr. McCrettan. Both. 

Mr. Yates. He reports to both of you? 

Mr. McCretzan. Yes, sir. 

Mr. Yates. Have you asked for reports on these matters from the 
commercial attachés in the countries affected ? 

Mr. McCretxian. Yes, sir. 

Mr. Yates. What have been those reports? Have you received 
reports as to such discrimination existing ? 

Mr. McCretxan. I would have to review the documents that come 
through. You see, they come under the line authority to the State 
Department and we receive the information also. For a specific 
answer on this question as to how these reports have come in, I would 
have to check to find out. 

Perhaps you would know, Mr. Macy. 

Mr. Macy. There has been an exchange of information through 
the State Department with the Foreign Service officers in this regard ; 
there is no question about that. 
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Mr. Yates. What has been done to clear up this matter? First of 
all, is it cleared up? 

Mr. McCietian. No, sir. 

Mr. Yates. What has been done to clear it up? 

Mr. Macy. Congressman, I think that is a question we would have 
to direct to the State Department. - 

Mr. Yates. What have you done to clear it up? 

Mr. Macy. We have taken it up with the State Department, 

Mr. Fioop. Would the gentleman yield to me? 

Mr. Yarss. Yes. 

Mr. Fioop. On page 635 of the justifications, under the title “Office 
of the Director,” I find the following language dealing with Mr. Yates’ 
problem, and I quote: 

An important objective is to supply to United States businessmen interested 
inexporting to or buying from a particular foreign country information they 
need on developments in that country’s foreign trade, tariff rates, trade restric- 
tions, legislation and practices affecting their market: to assist United States 
businessmen on specific trade problems they may run into in that country; to 
provide the United States Government with information and advice on develop- 
ments in that country likely to affect United States trade and capital; and to 
insure that matters of importance to United States firms dealing with his 
assigned country are given consideration in the formulation of United States 
foreign policy. 

What do you do? Do you simply telephone the Secretary of 
State and say “I have a problem, and papa knows best”? 

How much discussing do you do, or what difference does it make 
whether you do or not? 

Mr. McCretxan. It makes quite a bit, I think, and I am glad» you 
raised the question. 

Mr. Fioop. I did not raise it Mr. Yates raised it. 

Mr. McCrettan. You asked the question, and I would like to give 
you a direct answer. 

We are very much concerned with any problem of this order that 
restricts trade for any American citizen that wants to ship abroad. 

Mr. Fioop. I am sure you are, and I think you are sincere about it. 
However, are you ineffectual or are you frustrated or are you of 
any value in this regard, or do you simply go around feeling as bad 
as Mr. Yates does about it ? 

Mr. McCretian. May I say I do not feel frustrated or ineffeetual 
or unable to cope with these problems to the extent my responsibility 
permits. I would say we have been effective, first, in our relationships 
with the: State Department in developing a coordinated program of 
joint effort in foreign trade expansion on a proper basis. 

We have reported this in these matters which are political and 
which go beyond the range of our operations. It is, rather, in terms 
of Department of Commerce responsibility in political affairs.. These 
are policy affairs with which the State Department has primary 
responsibility, and I can assure you that to the best of my ability we 
have been urging upon the State Department that proper measures 
be taken to eliminate any discrimination. 

Mr. Yates. What “proper measures” have you urged to be taken ? 

Mr. McCretxan. I shall not try to describe them because I do not 
think I should. 
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Mr, Yates. Well, you just told Mr. Flood that you had urged that 
proper measures be taken, and I am wondering what they are. 

Mr. McCretxan. Sodo I. 

Mr. Fioop. Are you washing your hands of this, then ? 

Mr. McCretian. No, sir; I feel this is beyond the area of economic 
affairs. 

Mr. Yares. In this respect, have you thought in terms of imposing 
a similar boycott upon the importation of goods from the countries 
that discriminate against American citizens? 

Mr. McCuietxan. I would not think that a proper cure, if that is 
the question. 

Mr. Yates. I am asking it asa question. Have you thought in terms 
of suggesting this as an alternative? 

. Froop. What do you mean by the term “reciprocity” in trade 
relations? What does it signify ? 

Mr. McCretian. Reciprocity in my judgment and under our in- 
terpretation means a quid pro quo situation. If you are going to 
give the other fellow an advantage, he must give you one of equal 
value, or you have made a bad deal. 

Mr. Froop. It goes beyond mere advantage. 

Mr. McCrettian. No business transaction is sound unless it serves 
a mutual benefit to all concerned, and one taking the advantage of the 
other certainly does not meet that criteria. So, the reciprocity of 
the order I have in mind is that the trades should be substantially 
sound, whatever they are, and that when we talk in terms of “reciproc- 
ity” we talk in terms of “reasonable balance.” 

Mr. Froop. Does reciprocity also include the mere right to trade 
before you would be given the advantages? Reciprocal trade agree- 
ments anticipate that there is a meeting of the minds between the two 
sovereign nations and there is a reciprocity or mutuality of right. 

That is the first thing. 

Mr. McCtetuan. I think there has to be a determination; yes. 

Mr. Fioop. There is no mutuality or reciprocity between Saudi 
Arabia and the sovereign United States insofar as trade relations and 
trade rights are concerned ? 

Is not that the case? The answer is “yes”? 

Mr. McCretian. I would not put it that broadly. 

Mr. Froop. How would you narrow it? 

Mr. McCtetxan. I think there have been some trade relations with 
each of the countries named. 

Mr. Froop. There was no question about some, but it is not 
reciprocal. 

Mr. McCretxan. Not wholly reciprocal. 

Mr. Froop. It is not reciprocal. “Reciprocal” is an absolute term. 
It is or it is not. 

Mr. McCretxian. Well, that is your definition. 

Mr. Latrp. Will the gentleman from Illinois yield ? 

Mr. Yates. Surely. 

Mr. Latrp. This discrimination that Mr. Yates speaks of, when did 
it first start? Is it true that that was first recognized by our Govern- 
ment at the time the agreements were made on the airbases in Saudi 
Arabia? 

Mr. McCretxian, I have not the slightest information on that. 
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Mr. Yates. If the gentleman will permit me to reply, insofar as the 
airbases are concerned, it was recognized in the treaty that was signed 
under an earlier administration; if that is the point you are making. 

Mr. Latrp. I just wanted to make the point that it was recognized 
under a previous administration. 

Mr. Yares. But the fact that a previous administration did it is no 
reason why the present administration should do it. 

Mr. Larrp. Off the record. 

(Discussion off the record) 

Mr. Yates. There is nothing partisan about this matter. 

Mr. Froop. That is certainly the last thing I was thinking about, 
gentlemen. 

Mr. Preston. Would it be satisfactory with you gentlemen who 


are conducting this examination to adjourn at this point and come 
back at 1:30? 


Mr. Fioop. Yes, sir. 


Wepnespay, Marcu 20, 1957. 
Mr. Preston. The committee will come to order. 
Mr. Yates, do you wish to resume your examination ? 
Mr. Yates. I will yield to Mr. Rooney. 


DEPARTMENT POLICY ON TRADE WITH RED CHINA 


Mr. Rooney. Mr. Secretary, this morning I was endeavoring to as- 
certain the mentality of the Department of Commerce with regard to 
the matter of possible relaxation of Red China trade. Is there a paper 
in existence and. in a certain area of the Government wherein the De- 
partment of Commerce urged that there be some relaxation with re- 
gard to trade with Red China in nonstrategic materials? 

Mr. McCue.ian. Mr. Rooney, I have never seen such a paper. I 
do not believe there is any one in existence. I reported this morning 
what the position of the United States is in connection with trade 
with Red China and North Korea. 

Mr. Rooney. You told us definitely you were against it. 

Mr. McCretian. That is right; so far as the United States position 
is concerned. We believe in the Department of Commerce, and I sub- 
seribe to this, that the maximum adherence, the closest adherence, to 
a licy that is exercised generally around the free world is de- 
sirable. 

Mr. Rooney. I am inquiring with regard to the position of the 
United States, and if I understand—and you have repeated this a 
couple of times—you, the Secretary, and the Department are 100 per- 
cent against any relaxation of any trade with Red China. 

Mr. McCretian. Yes. 

Mr. Rooney. And there is no recommendation from the Department 
of Commerce over in the National Security Council to the contrary ? 

Mr. McCrexian. Not that I know of. I do not believe there is. 

Mr. Roonry. You are the head of the Office of International Affairs 
of the Department of Commerce. You would know; would you not? 

Mr. McCrietian. Yes; I think I would. 

Mr. Rooney. Very well. 








642 


Mr. McCuerian. Mr. Chairman, could I report on some information 
Fane, & was unable to, report on during the questioning just prior to 
unch ? 


Mr. Preston. Yes. 


HISTORY OF TRADE BOYCOTT 


Mr. McCuetxan. In connection with the boycott issue that we were 
discussing, during the lunch hour I made inquiry of my office and 
learned these things which I think will be of interest to you. 

First, the information of protests from American businessmen 
against the boycott we were talking about goes back as early as 1951 
in the Department of Commerce in the control office. 

Mr. Yates. With respect to what countries? 

Mr. McCieiian. With respect to the Arab group; the Arab bloc, 

Mr. Yates. What countries are included in the Arab bloc? There 
are a number of Arab countries,.and I wonder what countries you 
refer to when you say the “Arab bloc.” 

Mr. McCretian. Saudi Arabia in particular. I cannot name all 
the countries that might have been included in that whole period. 

Mr. Yates. Unless you do, I cannot pinpoint what you are talking 
about. When you talk about the Arab bloc, it includes presumably 
9 or 10 different countries. I was under the impression that all of the 
countries were not acting in concert. 

Mr. McCietxian. That is correct. 

Mr. Yates. I think when you say the complaint came from the Arab 
bloc perhaps you are not giving the committee accurate information. 

Mr. McCtietian. I am not giving full information. I am only an- 
swering in response to the questions you raised, limiting it to the 
countries you spoke about this morning. I mentioned Saudi Arabia, 
in particular, because it is listed particularly in the report I make now. 
There ‘were protests as early as 1951 on trade boycotts to our De- 
partment. This problem got to be, I think, of maximum acuteness 
late in-1955 and early in 1956. In late 1955, partially asa result of our 
discussions with the State Department concerning the problem, a pro- 
test of some vigor was made to Saudi Arabia by the State Department, 
and the record of that appears in the Washington Post of December 30, 
1955. I have a clipping from that report here. I might report, fur- 
ther, in checking I learned during this year that the protests, for what- 
ever reasons, have diminished very sharply. We are hearing less 
about it. I am not suggesting by that that the problem is being cured. 

Mr. Yates. You mean the complaints? 

Mr. McCretian. That is right. 

Mr. Yates. When you say “the complaints have diminished 
sharply,” does that mean this has been cleared up? 

Mr. McCuetian. No. I am just reporting the facts as we know 
them concerning our relations with American industry in connection 
with this problem. 

Mr. Yares. Can a logical reason for the complaints not being made 
be attributable to the fact that nothing has been done? 

Mr. McCriexian. No, sir; I think not. 

Mr. Yates. What has been done? 

Mr. McCrietian. Well, this is an illustration. 

Mr. Yates. The State Department protests? 
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Mr. McCrietxan. That is right. 

Mr. Yarrs. Has anything else been done? 

Mr. McCuietxian. I think that you would have to check with the 
State Department. 

Mr. Yates. I do not propose to check with the State Department 
here and now. We have the Bureau of Foreign Commerce here, and 
I am asking them some questions relating to foreign commerce. You 
tell me this matter is entirely within the hands of the State Depart- 
ment. I was under the impression you people had something to do 
with it, too. If it is entirely in the hands of the State Department, 
I will address my inquiries to the State Department with respect to 
all foreign commerce, if that is what you want me to do. 

Mr. McCrexxan. I do not think that was implied in my answer to 
your questions. I was trying to answer the question you raised this 
morning as to what has taken place in our operations of trade, 

Mr. Yates. Let us see what has happened. You testified that 5 
years have gone by since the first group of complaints were received. 
In all of that period, as far as your testimony has shown, there has 
been one strong complaint by the State Department in September 
of 1955. 

Mr. McCreiian. That was December 1955, and that was one that 
I mentioned. 

Mr. Yares. Is that all that has been done? 

Mr. McCievtan. No. 

Mr. Yates. What else has been done? 

Mr. McCretian. I think you would have to ask the State Depart- 
ment. 

Mr. Yates. Have you made no inquiry of the State Department? 

Mr. McCrettan. Many times. 

Mr. Yates. What has been told you? 

Mr. McCretian. They have told us they are doing what they can, 
and through whatever means available to them, and these matters 
are under discussion between the State Department and the govern- 
ments concerned. 

Mr. Yates. They have told you that they had done nothing ? 

Mr. McCtetian. No, sir. 

Mr. Yares. They told you they are discussing it ? 

Mr. McCretian. That is correct. 

Mr. Yates. Have these discussions been going on for 5 years? 

Mr. McCietian. I would say so. 

Mr. Yarrs. When do you think the State Department will end 
these discussions ? 

Mr. McCrerxian. I would imagine—but I cannot speak for the State 
Department—they would only terminate when the problem has been 
resolved. 

Mr. Yates. Have you made any proposals or suggestions to the 
State Department for a solution to the problem? 

Mr. McCretian. Not any specific suggestions; no. 

Mr. Yates. Did you, in checking with your office over the lunch 
hour, find out which of the countries were involved? 

Mr. McCrettan. I believe that the countries include Syria, Leba- 
non, Jordan, Iraq, Saudi Arabia, and Egypt. 
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Mr. Yates. And this discrimination exists with respect to all those 
countries ? 

Mr. McCuxecxian. To some degree, I believe. 

Mr, Yates. How can you check; how can we know whether this is 
true ornot? Yousay “I believe.” 

Mr. McCuieian. That is right. 

Mr. Yatxs. That does not tell me whether it is true or not. You 
are not stating it as a fact. You say “I believe” Does anyone in 
your office know whether it is true ? 

Mr, McCirtian. Mr. Cummings is here, the Director of our Di- 
vision for the Middle East and Africa, and he is perhaps as well in- 
formed as anyone of ushere. Can he speak? 

Mr. Yares. Yes. 

Mr. Cummryes. The Arab League members are all in the Arab 
League boycott and discrimination takes place. 

Mr. Yates. And this has existed for 5 years? 

Mr. Cummines. Actually, since the cessation of hostilities in 1949, 
or shortly thereafter. 

Mr. Yates. Has any effort been made to eliminate this discrimina- 
tion ¢ 

Mr. Cummines. What the Secretary has just told you, the official 
protest. 

Mr. Yates. Just that one official protest ? 

Mr. Cummrnes. I think to some countries there probably have been 
special protests. 

Mr. Yates. Do you know of any other special protests that have 
been made? 

Mr. Cummines. No, I do not. 

Mr. Yates. Does the Secretary know of other special protests that 
have been made? 

Mr, McCrexuan. I could not name any specific protests made in- 
dividually by the State Department. I have been assured on_nu- 
merous occasions by the State Department that they were undertaking 
to do their utmost to remedy this discriminating practice. 

Mr. Yates. Do we have reciprocal trade agreements with these na- 
tions ? 

Mr. McCietxian. No, sir. 

Mr. Yates. Are these nations permitted to export their products 
into this country # 

Mr. McCtietian. Yes. 

Mr. Yates. Without discrimination against any of their citizens? 

Mr. McCrettan. I believe so. I do not believe we operate in this 
country by discriminating against any of the citizens of any country. 
It is contrary to the policy of this country. piwagus 

Mr. Yates. Have we ever in the past sought a reciprocity in discrimi- 
nation in other nations where they have discriminated against our 
citizens? 

Mr. McCretian. Not on the basis of citizens. On the basis of trade 
policy it has been our objective long since to avoid discrimination of 
any kind between our country and other countries. That has been 
the reason, incidentally, for the development of the numerous treaties 
of friendship, commerce and navigation, the purpose of which is to sub- 
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stantially eliminate any type of discrimination on either side by any 
country. 

Mr. _— Where there has been a discrimination made against any 
United States shipper, not necessarily because of religion but because 
of the type of product, have we in turn applied a similar treatment 
to the products of shippers from that nation / 

Mr. McCietxan. Weil, I think to answer that we would have to 
be sure that we are speaking : about the same thing. 

Mr. Yarers. Let us find out what we are talking about. 

Mr. McCietian. If we are talking in terms of tariffs, certainly it 
is true. If you are talking in terms of quotas, certainly it is true. I 
think, therefore, if you say in the main when negotiating reciprocal 
trade’ agreements you take into account the factors on both sides and 
try to reciprocate concession against concession, that has been the ob- 
jective for many years. 

Mr. Yates. Does your office propose to do anything about this 
situation at all? 

Mr. McCuetxan. To the extent of our responsibility, to the extent 
of our capabilities, we have and will continue to seek a cure. We 
think this is most unfortunate and most irresponsible, and we have 
tried our best, in cooperation with other agencies of the Government, 
to find solutions, but I can assure you it is snot a simple problem, and 
it goes far bey ond the discrimination in trade alone. 

Mr. Yares. W hen you say that you are going to try to find a solu- 
tion, do you mean in the same way that you have in the past ? 

Mr. McCetian. The way we have in the past, and any other means 
we find that seem sensible and practical. 

Mr. Yates. Do you know of any such other means at the present 
time ? 

Mr. McCiecxan. Well, as to this specific problem, I think of none 
at the moment beyond those we have described. 

Mr. Yares. Has the State Department done anything, to your 
knowledge since the complaint of December 1955? 

Mr. McCretxan. It certainly has. 

Mr. Yates. It certainly has? 

Mr. McCietian. Yes. 

Mr. Yates. What has it done? 

Mr. Preston. You have asked that question several times. 

Mr. Yates. He said, “It certainly has.” I asked him what it has 
done and he has not said. 

Mr. McCretxan. I think that you should ask the State Depart- 
ment. I cannot speak for the State Department. 

Mr. Yares. If you stick by your original answer, I will accept it, 
but you tell me, “It certainly has,” and if you are so certain, tell me 
what it has done. 

Mr. McCie xian. I cannot speak for the State Department. 

Mr. Yates. Then why are you so certain it has done something? 

Mr. McCietian. They have told me before, as I have indicated, 
they are doing their utmost, and that was not past tense. They were 
doing their utmost to resolve this situation thr ough appropriate means 
at their disposal. 
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Mr. Yates. But do you not know what they are doing? 

Mr. McCretxan. No, not precisely. 

Mr. Yates. It is certainly a most unfortunate situation when such 
discrimination is permitted to exist and the State Department and 
your agency does nothing about it. 


BUREAU OF FOREIGN COMMERCE 


Mr. Preston. We will now take up the Bureau of Foreign Com- 
merce, appearing on page 56 of the committee print and page 626 of 
the justifications. We will insert page 628 of the justifications in the 
record at this point. 

(The page referred to is as follows:) 
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SALARIES AND EXPENSES 


Program and financing 


a 




















1956 actual | 1957 estimate | 1958 estimate 
Program by activities: 
Promotion of United States foreign commerce and invest- | 
ment (total obligations) .........................-....<-- $2, 067, 236 $2, 400, 000 $2, 645, 000 
Financing: 
Unobligated balance no longer available. __.-- ; Ee OW bitmtetag sccocsccenseatisee 
cote cncdibies Plant ienddonnescwediies nde 2, 130, 500 | 2, 400, 000 2, 645, 000 
Obligations by objects 
1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions. he ae oe | 302 312 31l 
Full-time equivalent of all other positions__- oxndaral 2 | 1 | l 
Average number of all employees. -__. ; } 271 296 300 
Number of employees at end of ye: ar. 260 312 311 
Average salaries and grades: : 7 7 
General schedule grades: 
Average salary.............- $6, 669 $6, 748 $6, 803 
Average grade_.. GS-8.8 GS-8.9 GS-8.9 
01 Personal services: : s eo 
Permanent positions_. $1, 823, 353 2, 015, 000 $2, 096, 400 
Positions other than permanent__- 12, 440 | 5. 000 | 5, 000 
Regular pay above 52-week base - -_. 6, 850 | 8. 100 
Payment above basic rates. é _ | Saee ee 
Other payments for personal services. __. 755 | 
Total personal services__.-_- 1, 84: 3, 638 2, 020, 000 | 2, 109, 500 
02 Travel. : : 10, 998 | 82, 500 | 82, 500 
03 Transportation ot Oiletie | cos. haa 140 | 2, 600 
04 Communication services__..___- \ ; 25, 910 | 35, 500 
06 Printing and reproduction ...................- ee 155, 895 | 185, 000 205, 000 
7 Other contractual services. _ oe | 9, 044 | 22, 500 23, 500 
Services performed by other agencies__- 8, 055 24, 000 | 24, 000 
08 Supplies and materials............. — } 12, 770 15, 300 | 16, 000 
09 Equipment saith nas ; 10, 000 | 12, 800 
11 Grants, subsidies, and contributions.______- oe 2, 300 | 2, 300 
Contribution to retirement fund... ae | 131, 000 
13 Refunds, awards, and indemnities. - 430 . 7 -& te. 
15 Taxes and assessments___......- 356 300 | 300 
Total obligations.................. 2, 067, 236 2, 645, 000 


| 2, 400, 000 
| 


Budget authorizations, expenditures and balances 


| 1956 actual 
| 


RUDGET AUTHORIZATIONS AVAILABLE 


Ap ropriation- ‘ $2, 130, 500 
Obligated balance brought forward... _. 327, 034 | 
Increase in prior year obligations 2 692 


Total budget authorizations available 


EXPENDITURES AND RALANCES 


Out of current authorizations. ............... 1, 924, 458 
Out of prior authorizations.................-- 316, 603 
Total expenditures____-_- 2; 2, 241, 061 
Unobligated balance no longer. available (expiring f for obli- 
gation) chutes a ieiatiat cad Risa lsat 4 = 264 
Obligated balance carried forward Deiviiaicinatttin ann i ideale 155, 901 


Total expenditures and balances.......... ae 


| 
| 
| 
| 
Expenditures— ct 
tr 2. 460, 26 





2, 460, 226 


} 1957 estimat 


$2, 400, 000 
155, 901 


2, 555, 901 


2, 160, 000 


143, 123 





e 1958 estimate 


— 


$2, 645, 000 


252. 778 


04, 


te . 2. 807, 778 
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Mr. Preston. The first item is “Salaries and expenses” under the 
Bureau of Foreign Commerce. That appears on page 56 of the com- 
mittee print and page 629 of the justifications. 

This shows a net increase of $114,000 over the fiscal year 1957. 


PERSONNEL INCREASE IN 1957 OVER NUMBER REQUESTED IN BUDGET 
PRESENTATION 


Now, I want first to inquire about positions. The 1957 budget 
) proposed 306 positions, 296 man-years, and $2,038,000 for permanent 
positions. Now, in your 1958 budget under the 1957 column you show 
312 positions, 295 man-years, and $2,015,000. You have decreased 
funds $23,595 and man-years by one, yet you have increased positions 
by 6. Why is that? 
Mr. McCietxan. I would like to speak on that because I am re- 
: sponsible for this and I think Mr. Macy might want to answer further 
Q questions about it. 
: Perhaps I am mistaken, but I was under the impression when we 
made our presentation last. year in which I participated that we were 


3 speaking for a budget with certain functions and with an estimated 
= number of people to operate in the program. During the past year, as 
* I reported earlier, the Department’s functions were realined into 
0 three separate offices. 


In this realinment we have actually staffed 6 positions in addition 
: to the ones reported, or indicated we would need last year. That is a 


4 variable of 2 percent. We have stayed within the allocation of funds. 
” We have not exceeded the budget we indicated we would need. We 
0 have had frankly this difficulty—we have a slightly lower level of 
" grades through the average of the year than was anticipated when we 
a0 estimated our budget and manpower to do the job. We have actually, 
00 it seems to me, been staying within the budget and staying within 2 
00 percent of the estimated number of people required and have not 
00 deviated in substance from the plan proposed. 
00 I would like to point out also that the difference in the number of 
it people, the six jobs—all of which are not filled, incidentally—are in the 
Office of Trade Promotion, which is the line operation of the Bureau 
is of Foreign Commerce. They are not in top management or adminis- 
rH tration or in the Economic Resource Section or in Export Controls, 
id they are in the develpment of trade and in the services to business and 
industry. Therefore, I just wanted you to know that I am account- 
- able and I thought I was within the discretion permitted when I 
778 stayed within 2 percent of the estimate of the number of people. We 


stayed within the dollar budget which we thought was the control. 

7” Mr. Preston. On that philosophy you would have a good deal of 
flexibility. Next year it might be 5 percent and the next year it 
might be 10 percent, depending on your personal convictions about 





» the need. In that case there would not be much point in us having a 

a budget justified. Rather, we should consider a Jump sum of money 
and let it go at that. 

‘a8 Mr. McCretian. I would like to interpret it slightly differently. 

r If we had distorted substantially the pattern here, or had misrep- 


oe resented in real terms the number of people we were going to need 
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to do this job and had thus misrepresented the facts to meet the prob- 
lem of people, then I would consider that we were not being quite 
honest with you. But when we stay within 2 percent of the estimated 
needed people and submit a reorganization which has proven its ef- 
fectiveness in the past 12 months and still stay within the budget, it 
does not seem to me that we have violated a policy or a principle here 
that would be an evidence of bad faith, or a distortion. 

Mr. Preston. If we stayed within 2 percent of your 1957 figure, 
would that be a pretty fair arrangement? 

Mr. McCretian. I can only put it this way, Mr. Chairman. In our 
presentation of a program for 1958 we have undertaken to lay before 
vou what we consider to be the soundest budget pattern and operating 
pattern we can devise. 

Mr. Preston. All right. You have pretty well defended your- 
self thus far. Suppose that we decide that we are going to stay within 
2 percent of your 1957 appropriation figure, and we think that is a 
good hard figure that our present judgment tells us you need, would 
you have the same feeling about our fairness that you have about your 
own ? 

Mr. McCretxian. I think it is a little different point, Mr. Chairman. 

Mr. Preston. We are both in the same business now. 

Mr. McCretian. I think when you figure on projecting 12 months 
ahead the operations of the order we must have, with changing condi- 
tions—part of which have been reviewed here—it is not easy to pre- 
cisely name the number of people vou are going to have throughout. 

Mr. Preston. That is right. It is not easy for us to tell how much 
money income taxes will bring in and whether or not we will get the 
budget balanced. So we will have to do a little estimating and guessing 
from an educated standpoint. 

Mr. McCretian. Yes. 

Mr. Preston. You see, Mr. Secretary. if we do not notice these 
things, the control of the budget will be lost by the Congress. You 
have committed no high crime. We have found others doing the 
same thing in the Department of Commerce. Youare notalone. But 
we cannot ignore these things when we see them. 


ANNUALIZATION OF POSITIONS 


How about the 13 additional man-years proposed for 1958? Why 
do you need these? 

Mr. Macy. The 13 additional man-vyears are brought about by the 
fact that during the 1957 vear we were increasing the number of 
people on our payroll in accordance with our plan presented to you 
and your appropriation of funds for the fiseal year 1957. In 1958 
those people will not be coming in in October, December, or January, 
but will be on board at the beginning of the year. 

Mr. Preston. In other words, you are annualizing. 

Mr. Macy. It is an annualization. 

Mr. Preston. You are annualizing the 7.1 man-years in the Office 
of Trade Promotion ? 

Mr. Macy. No. The increase that was brought about in total num- 
bers, in accordance with the increases that were allowed in the budget 
last year, were more than the seven. 
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Mr. Preston. Can you tell me how many people were requested 
in 1957 budget, the average number? We gave you only a reduction 
of $50,000. 

Mr. Macy. You gave us a reduction of only $50,000 in this partic- 
ular budget, that is correct, sir. That was not ‘taken out of personal 
services; it was actually taken out of other objects. 

Mr. Preston. It always is, Mr. Macy. 

Mr. Macy. In this case, no. 

Mr. Preston. It is always taken out of other objects. 

Mr, Macy. May I be permitted to explain this? As-you may re- 
eall, last year we had in this proposed increase an increase for the 
purpose of sending trade development missions to certain countries in 
which we had no international trade fairs, and when the $50,000 was 
taken off we reduced the number of these missions from 10 to 5 and 
that is the primary place where this $50,000 was taken off. 


INCREASE FOR PRINTING AND REPRODUCTION 


Mr. Preston. On page 652 we find the other objects. In printing 
and reproduction you have a substantial increase, $20,000.. Why is 
that? 

Mr. Macy. The $20,000 increase put in this budget for this item 
is for the purpose of printing and reproduction of what we consider 
would be an increased volume of information coming in from an ex- 
panded foreign service of the year before in the economic and com- 
mercial sections of the foreign service. 

Mr. Preston. What is your present employment? 

Mr. Macy. On this particular budget, 299 as of March 12. 

Mr. Preston. What are the current obligations of your 1957 appro- 
priation ? 

Mr. Macy. Current obligations on personal services amount of $1,- 
308,793. That is for the first 8 months. Isaid “current.” Iam sorry. 


Export ContTron 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 











am by a¢tivities: Export control (total. obligations) __- $2, 682, 064 $2, 894, 000 $3, 060, 000 
nancing: 
Comparative transfers to other accounts noenipall 91, 680 scans Seana cigidlshsila lata aad 
Unobligated balance no longer available satel 0906 bi cesisi ic die... 
Appropriation (adjusted). .............--...-....--.....] 2,836,000 | 9, 894, oco : 3, 060, 000 
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Obligations by objects 
Seen -gepeerennneesenianepretienitisjibinnesest 
1956 actual | 1957 estimate | 1958 estimate 








Total number of permanent positions......................_-- 
Average number of all employees. ___. etka th=pubdlelancanteg a mn at 
Number of employees at end of year...................-..-_-- 235 283 276 
Average salaries and grades: Z 
om scott grades: 
eh COLL cok aac a rciemaseacwe Sean aaa $6, 270 $6, 203 $6, 246 
akc bokeiieclS Bik ndnedhunnsacdseblan GS-8.2 GS-8.1 GS-8.1 
ee eee 
Ol Paes services: 
hn oct cinenewinnabboes 1, 710, 411 1, 687, 050 
Regular pay above 52-week base.__........._.-....-.- F 5, 321 eee ote 
Payment above basic rates__........... atkins tee bb aan OUR fin natteeeceddhliteke aes diab 
Other payments for personal services __...........--.- Bee loess sec thst HM ess cdcenen 
PUI occ cnnccecsrcnscaccocsssqns 1, 718, 337 1, 687, 050 1, 686, 950 
WP TN ss LEIS Sole hii Sie eh oS dco cts s 4, 713 14, 500 14, 500 
03 Transportation of things-.-..........<_---.---.--.--- ede 538 400 400 
=, ME Ea eee ees oP eee Pe 51, 766 58, 850 58, 850 
06 Printing and reproduction. _--.-. nidevhaesd dus velienbhcnndale 48, 504 64, 200 64, 300 
07 Other contractual services. ...---.....--------------------- 6, 236 11, 100 11, 100 
Services of other agencies__..-.....-....-.....--..---- 842, 809 1, 044, 300 1, 105, 700 
08 Gapplies and materiels....................-....-2.-.26..200- 7, 861 10, 000 10, 000 
09 Equipment.........-.----.-.--------------------.-------- 373 3, 200 3, 200 
11 Grants, subsidies, and contributions: 
Contribution te.retirement fund .-.- .-...-.-.--.------]------.----.--]------s-----%- 104, 600 
13 Refunds, awards, and indemnities- .-----..-.-.------------ GOO Pea dsidbcedhlidhi 5gcl5.dcbhb 
15 Taxes and esseemmoents............................2200---- 232 400 400 
Total ObMEREIONS. ; |» Wns joni sno ds cewes ees eccenseness 2, 682, 064 2, 894, 000 3, 060, 000 





Budget authorizations, expenditures and balances 





1956 actual | 1957 estimate | 1958 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 





Ia a oo don nadecee Seco rts- ccc oneecnses -------.-] $2,836,000 $3, 000, 000 $3, 060, 000 
Transferred to “Salaries and expenses, general administration” 
(64 Stat. 1263) .......-.........-.-.4--~-.---2--- +--+ - 2-0] -- oe =e ------ 106, 000 |....9<<cc<epece 
Adtasted Sp preDtiOlIOe,. 2.0. -nin4< incu sis occcandernceences 2, 836, 000 2, 894, 000 3, 060, 000 
Obligated balance brought forward-............--.------------- 278, 184 100, 585 94, 071 
Increase in prior-year obligations...........------------------- DOU Rhein in cc paen tuations spun 
Total budget authorizations available... ........-....... 3, 124, 199 2, 994, 3, 154, 071 
EXPENDITURES AND BALANCES ; " on oe 
Expenditures— 
Out of cufrent authorizétions.........).................. 2, 686, 493 2, 807, 180 2, 969, 100 
Out of prior authorizations... ............-......-.----...- 274, 865 93, 334 87, 
Total expenditures__.......--.- sansa stan nc ieiata ia dass 2, 961, 358 2, 900, 514 3, 056, 300 
Unobligated balance no longer available (expiring for obligation)__ OR O06 biped. oc sai sicher squad 
Obligated balance carried forward--........-.-.-.------------ 100, 585 94, 071 97,771 
Total expenditures ee ee 3, 124, 199 2, 994, 585 3, 154, 071 





Mr. Preston. Are there any questions on this item of salaries and 
expenses? If not, we will take up the next item, which is export 
control. That will be found on page 58 of the committee print and 
page 659 of the justifications. 

We will insert pages 659 and 660 of the justifications at this point 
in the record. 

(The pages referred to are as follows:) 





Lt moore = 


— 


u 


1 S165 


be 


me | 
-— 


\ 


Rect 


_ 
cot 


653 


Export CoNntTROL 


Summary of requirements 
RE FOOT o..0.00cncnvnnvadcccaheeatdebababpnebelaititghubebotncodpbeeeeseeberansostng $3, 000, 000 








Deduct transfer to ‘‘Salaries and expenses, general administration’’.................--..--.-.. 106, 000 
NE Be BOOB on 5 no cece ccc ccncnsnnnnccebeedp datbnbpaede ated aetba bs ibenspccubbesaeh 2, 894, 000 
Net difference, 1958 over 1957: 
Requirements Difference, 
_\increase (++) 
or de- 
1957 1958 crease (—) 
adjusted estimate 

PEO GONE ccncadcwcccnciucschopeauanenannel $2, 894, 000 | $3, 060, 000 | $166, 000 166, 000 
Dotal estinaate of angropriatiod, BGG. a. 5n ccc cdascacsedassdedeccdecpicecscccesceusdeces 3, 060, 000 
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Mr. Preston. This increase of $60,000 is a contribution to the re- 
tirement fund ¢ 

Mr. Macy. That is correct. 

Mr. Preston. This program is at the same level that it was in 
1957 ? 

Mr. Macy. Exactly. 

Mr. Preston. How many employees do you have on the rolls at 
present ? 

Mr. Macy. 282 as of March 12. 

Mr. Presron. Does the list of control items remain fairly static 
now ? 

Mr. Macy. It has for some time now. 

Mr. Preston. There have been no substantial changes during this 
fiscal year ? 

Mr. Macy. During the present fiscal year ? 

Mr. Preston. Yes. 

Mr. Macy. Very little change has taken place. 

Mr. Preston. Is your workload pretty much on the level it has 
been ? 

Mr. Macy. Quite on the same level, and we can give you the exact 
figures on that, Mr. Chairman, if you so desire. 

“Mr. Preston. In your justifications you mention the fact that 
recruitment has been somewhat slower than expected because of dif- 
ficulty in finding and attracting qualified personnel. Is this still a 
problem ? 

Mr. Macy. This has been a problem all year, Mr. Chairman, but 
up to this date, since this statement was prepared, we have been able 
to fill the jobs in the export control budget up to within two people 
of the ceiling we had anticipated for June 30. 


OBLIGATIONS 


Mr. Preston. How much have you obligated up to the last known 
date ? 

Mr. Macy. Are you speaking of personal services ? 

Mr. Preston. Yes. 

Mr. Macy. $915,945 out of a total of $1,490,000, and I must say, Mr. 
Chairman, that that is the Bureau of Foreign Commerce’s portion of 
this budget. 

Mr. Preston. Up to what date is that ? 

Mr. Macy. February 28. Sir, I can give you the figure on the offices 
outside of the Bureau of Foreign Commerce, if you so desire. 

Mr. Preston. Give me the total on everything, including those 
funds transferred. 

Mr. Macy. Including the funds transferred to the Bureau of Cus- 
toms, sir, we have obligated $2,184,730 out of a total of $2,894,000 as of 
February 28. 


EXPLANATION OF INCREASE IN TRANSFERRED FUNDS 


Mr. Preston. Speak briefly to the language changes appearing on 
page 58 of the committee print. The first one is increasing the amount 
which you plan to transfer to Customs. It increases the amount from 
$950,000 to $1,006,000, 


$89841—57 
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Mr. Macy. This transfer is increased in the amount required to pay 
the retirement fund to the people who were working for customs 
eople. 
: Mr. Preston. And the next increase is increased from $88,000 to 
$93,400, an advance to the appropriation for “Salaries and expenses” 
under “General administration.” 
Mr. Macy. I should like to ask Mr. Nielson to speak to that. 
Mr. Nretson. In that particular item the only increase shown there 
is the amount for the contribution to the retirement fund. 
— Preston. Very well. Is your legislative authority all squared 
way? 
ar 4 Macy. On export control that continues over for a 2-year 
period and we do not have a problem at this time. 


REPRESENTATION ALLOWANCE 


Mr. Nretson. If I may, Mr. Chairman, there is one item on page 
56 of the committee print. which I would like to call to the eommit- 
tee’s attention, if they wish any discussion. That is an amount not to 
exceed $2,000 for representation allowances, I think that it might be 
desirable if the Assistant Secretary, Mr. McClellan, and Mr. Macy, 
might speak to that item. 

Mr. Preston. Very well. 

Mr. McCuexian. I can speak to that. We had five trade missions 
in the past year, and I think we have the same number recommended 
in this budget. For travel and work in countries where we do not 
operate trade fairs, we find it essential, in order to do this properly, 
that there be a modest representation fund to respond to the host 
country nationals who offer courtesies to the team itself. You are 
aware, of course, when they make these missions and travel in these 
countries and talk with the business people they perform certain 
social graces that call for a response, and we suggest this nominal 
sum to permit our team and the officials accompanying them ta 
respond in that way. 

Mr. Preston. How many are on a team ? 

Mr. Macy. We enlist 4 businessmen who do not get paid and there 
is 1 Government man. 

Mr. Preston. They are businessmen well known in their fields? 

Mr. Macy. Yes. 

Mr. Preston. And fairly well off financially, I would assume? 

Mr. Macy. They are assumed to be. They are enlisted from indus- 
try, which we feel can be most helpful in the type of country that we 
are going to visit and for the kinds of problems that are to be con- 
sidered. ‘These men are enlisted and brought to Washington for a 
briefing and are accompanied by a Government official who goes with 
them to make these tours. 

Mr. Preston. The Government official who goes with them would 
hardly be expected to have a cocktail party. The businessmen would 
be the likely ones to do the entertaining; is that not so? 

Mr. Macy. It all depends. I cannot say categorically they are 
never included as one of the hosts. When you have these teams travel- 
ing they have to have supervision, and frankly, in almost all cases, 
if not all, the Government official who goes along is sort of the leader 
of the group, the captain. Someone has to be in charge. 
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Mr, Preston, Now, that winds up the hearings for this Bureau. 
Mr. McCuetxan,. Thank you very much. 





Wepnespay, Marca 20, 1957. 
ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
WITNESSES 


FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 


CARL F. OESCHLE, DEPUTY ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. At this time we will take up several items under the 
area of domestic affairs. 


We are delighted to have with us Assistant Secretary Mueller, for 
Domestic Affairs. 

Mr. Mueller, do you have a prepared statement? 

Mr. Mvetter. I do, sir. 

Mr. Preston. Do you wish to read it, or paraphrase it? 

Mr. MvELLER. Sir, it is too lengthy, and I believe it is comprehen- 
sive, however, to save time, if you would desire, I will highlight the 
statement. if you desire, Mr. Chairman. 

Mr. Preston. It might save time to read it. 

Mr. Mvueuirer. Thank you, sir. And it might answer questions. 

With your permission, then, I will go ahead, sir. 


GENERAL STATEMENT 


Mr. Chairman and gentlemen of the committee, first I wish to ex- 
press my appreciation for this opportunity to discuss with you the 
programs planned for the Business and Defense Services Administra- 
tion, the Office of Business Economics, the Office of Area Development, 
and the Bureau of the Census. 

I assure you that very careful scrutiny has been given to the need for 


and cost of each program represented in the appropriation requests 
for these bureaus. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The responsibilities of the Business and Defense Services Admin- 
istration are threefold: First, it is organized to administer programs 
relating to current production for defense needs; second, it develops 
and maintains in cooperation with business a long-range program for 
industrial mobilization preparedness; and third, it provides statistical 
and informational services to the business community. The budget 
estimate of $7,075,000 provides for continuing these activities at the 
current level, plus increases for the collection of more current indus- 
trial mobilization data, increase in the basic research program relating 
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to marketing operations of business establishments, establishing a pro- 
gram for training of key industrial specialists for aid during emer- 
gency periods, improvement of technical information services, ‘and the 
mandatory cost of contribution to the civil service retirement fund in 
accordance with Public Law 854, 84th Congress. 

The 25 industry divisions of BDSA provide defense and nondefense 
services to the business community. Additional funds are being re- 
quested to finance contractural costs for the collection of more current 
information to support the programs for defense production and in- 
dustrial mobilization. 

The Office of Marketing and Distribution develops and coordinates 
the Department’s program of activity for all of those engaged in the 
distribution of goods and services. A small increase is requested for 
this program to increase basic research in connection with Govern- 
ment data and statistics on marketing. 

For our Office of Technical Information Services we are requesting 
an increase to employ two additional project managers to help break 
a growing backlog of new commodity standards studies and revisions, 
and for two additional positions to maintain data on regional, State, 
and smaller local associations. 

A need exists for revision of the local association directory which 
was last published in 1944. 

The National Inventors Council will continue its present program of 
publicizing the inventive needs of Government, and providing guid- 
ance and aid to inventors. 

Continued effort will be made by the Technology Division to serve 
industry as a clearinghouse for technical, scientific and engineering 


information emanating from Government or Government- sponsored 
research. 

The 33 Commerce field offices located throughout the Nation will 
continue present programs designed to benefit the entire business 
community in matters concerning foreign and domestic commerce. 


OFFICE OF BUSINESS ECONOMICS 


Operations in the Office of Business Economics will be continued 
at about the same level as at present. An increase of $40,000 is being 
requested to provide for a new edition of the quadrennial] National In- 
come Supplement. This edition would incorporate the extensive new 
data sources that have become available through the various censuses 
which have been taken since publication of the 1954 edition, such as the 
censuses of business and manufactures, and other information received 
periodically pertaining to the national income and products estimates. 
I believe the volumes in this series are indispensable for the evaluation 
of long-term economic and financial trends. They are widely used 
by Government agencies such as the Joint Economic Committee, Coun- 
cil of Economic Advisers, Board of Governors of the Federal Reserve 
System, Treasury Department, Defense Department, business man- 
agers, and analysts, and need to be maintained at a high level of ac- 
curacy. The balance of the increase is to cover the cost of contribution 
to the retirement fund. 
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OFFICE OF AREA DEVELOPMENT 


The estimate for the Office of Area Development provides for con- 
tinuance of its activities at the level established for 1957. The increase 
is to cover contribution to the retirement fund. 

This office is now organized to advise and assist States and local 
communities in economic development matters and to provide guid- 
ance to industry and Government regarding industrial dispersion 
plans and programs. It serves as a focal point in the Government for 
area groups seeking assistance to relieve local area unemployment. 


BUREAU OF THE CENSUS 


The budget program for the Bureau of the Census for fiscal 1958 
provides for continuance of the regular established statistical pro- 
grams at the current level, with some moderate improvements and ad- 
ditions in a few areas, The estimates also provide for necessary prep- 
aratory work on the next censuses of business, transportation, manu- 
factures, and mineral industries to be taken in 1958, the census of agri- 
culture to be taken in the fall of 1959, and the decennial censuses of 
population and housing to be taken in 1960. 


SALARIES AND EXPENSES 


Under the “Salaries and expenses” appropriation, $390,000 of the 
increase of $1,066,000 is required because of the change in method of 
financing the Government contribution to the civil service retirement 
fund. In addition, the tota] increase includes $300,000 for a new 
activity to develop statistics required for the governmentwide bomb 
damage assessment program. The remainder of the increase, amount- 
ing to $376,000, is requested for our regular activities : 

To introduce into the manufacturing and industrial] statistics 
program improved methods of developing the monthly estimates of 
the Nation’s manufacturing sales, orders, and inventories ; 

To improve export statistics on commodities traded in small 
dollar amounts ; 

3. To provide for the increase in foreign trade workload due to ex- 
pected increase in level of foreign trade; 

4. To initiate a revision in classification of commodities reported in 
the foreign trade statistics; 

5. To conduct a survey of advanced public work plans of State and 
local governments; 

6. To publish on an annual basis the reports of county business 
patterns. 

These requirements for more adequate and more accurate factual in- 
formation are closely related to the social and economic changes of 
great size and unusual character which are taking place. Many firms 
need information to adjust their organizations, and purchasing, pro- 
duction, and sales policies. Not only are new statistical benchmarks 
needed, but also current. measures of change are required to enable new 
economic trends to be taken into account in business planning. Meas- 
urement of the changes of all elements in the economic situation in 
the period ahead are important to policy decisions of the Government 
as well as to those of business. 
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1958 ECONOMIC CENSUSES 


The request for $1,695,000 for the 1958 censuses of business, trans- 
portation, manufactures, and mineral industries is to provide for the 
minimum amount of general planning and preparatory work that 
needs to be done in fiscal 1958. This work involves determination of 
changes in the content and scope of the censuses, the development of 
detailed plans for the collection, control and processing of the data, 
the establishment of a mailing list of multiunit companies and their 
establishments and the necessary geographic preparation. In addi- 
tion, there will be the expense for the collection and initial processing 
of reports on certain phases of the census of transportation. 


18TH DECENNIAL CENSUS 


The next censuses of population and housing to be taken in 1960 and 
the census of agriculture to be taken in the fall of 1959 are the largest 
statistical activities ever undertaken. The request for $4,100,000 is 
essential to begin the intensive preparatory work and the initiation of 
procurement of specialized equipment to process the data. This 
work must be started in fiscal 1958 if we are to realize timely release of 
results, and at the same time keep the costs of these censuses as low 
as feasible. 

Mr. Preston. Well, Mr. Mueller, you have a rather ambitious pro- 
gram for 1958 for these various divisions under your jurisdiction. 

Are there any general questions of the Secretary? Mr. Rooney, do 
you have any questions? 

Mr. Roonry. I have no questions at this point. 

Mr. Preston. Mr. Flood, do you have any questions? 


OFFICE OF AREA DEVELOPMENT 


Mr. Froop. I would like to direct your attention to the Office of 
Area Development. I presume you, of course, as the Assistant Secre- 
tary, have general overall responsibility for that Office, and I presume 
you have a director. 

T have been looking through the justification sheets and the narra- 
tive which explains the purposes of the Office of Area Development. 
If there ever was a congressional district in the United States that 
would be interested in this Office, mine is the district, and I know 
everybody down in the Department pretty much ever since this thing 
was born 

T insist that there is no one in the Congress and no one in the country, 
including your Department, closer to the problem or the provisions 
of this section than I am, and frankly, I do not know too much about 
what happens. 

I know everything you do, and I am sure you do the best you can, 
but I always have a complete sense of frustration. 

It is like picking up a handful of quicksilver. Nothing really hap- 
pens. I do not say that that is your fault. I do not know that you can 
ever make anything happen, but I want to be sure that you are not 
sailing under false colors and that you are not suffering with delusions 
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of grandeeur, and that when you appear before this committee do not 
labor under the impression that this is a magic wand or that you are 
producing, or can produce, with this budget panaceas or anything else. 

I want to be very practical about the operation of this Office. 

Mr. Roterus called me on the telephone several weeks ago and he 
said to me “I think you should have your people in the city of Hazel- 
ton get in touch with the firm in California which is working for a 
place in the Middle West, and another place in the East, and I think 
you should talk to them.” 

That was a good thing to do, and I turned it over to the local chamber 
of commerce people, and they have followed it up. 

I do not expect you or Mr. Roterus to be sure that company X puts 
its plant at town Y, or anything like that. You cannot do that. You 
are not running that kind of Government, and it is not that kind of 
country. However, year after year, for many years, I have sat on this 
subcommittee, and heard these justifications on this particular thing, 
and I have had much to say about it, as 1am saying now. 


ACTIVITY OF THE OFFICE OF AREA DEVELOPMENT 


But, to whom do you give this information ? 

What is the nature and quality of it ? 

For instance, in my district if it does not come or if you do not give 
it, would there be none? What would you get from other districts, 
and from other chambers of commerce, and from other industrial 
funds? What is the extent and the value of these things on page 611, 
and so on, that you do? 

Iam reading on page 615 as follows: 

The Office receives hundreds of requests each year from community develop- 
ment groups who want answers to such questions as: Where are industries 
locating? What industries are growing? What are the locational require- 
ments of the growing industries? What have other communities done to develop 
industries and new jobs? 

What do you do? Do you have a standard set of forms and would 
you not be satisfied with a group of clerks who could merely mail a 
collection-agency reply to this type of letter sent into your office? 

Do you get these requests really in great numbers? Do you think 
you give them any value, or do you have the same feeling of frustra- 
tion about this operation that I have had for 10 or 12 years? 

Mr. Muetuer. Well, you have asked, Mr. Flood, a series of ques- 
tions. 

Mr. Fioop. Nobody can ask them better. 

Mr. Mvuetter. I appreciate that, sir, as you come from an area that 
unfortunately has been a victim of a decline of a natural resource. 

Mr. Fioop. Mr. Secretary, I know all about that. I am not talking 
about my district. I am talking about this Office, and the problem 
generally nationwide. 

Mr. Mvetter. The problem, generally, nationwide, is to assist those 
communities to help themselves. That we can consider as premise 
No. 1. 

Mr. Froop. That is the question ; that is not an answer. 

Mr. Muetter. The answer is that we have men who have had expe- 
rience and training in what has been done in a comparatively new 
field. 

Mr. Fioop. What is that? 
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Mr. Mvrtier. They have had training in a comparatively new field, 
and they know how to assist these areas. This isa comparatively new 
field. 

Mr. Fioop. Assist them in what way? 

Mr. Mvuetxer. First, to interpret and to develop what has been ac- 
complished in some communities which can be offered as unique plans 
for other communities. 

Mr. Froop. What who has that is unique? 

Mr. Mvetier. The community. 

Mr. Froop. What is there unique in community A that can be 
utilized to the best advantage in the community except the commu- 
nity? Youmake that kind of suggestion, do you? 

Mr. Murtier. We make every kind of suggestion that can enable 
them to attract any industry. 

Mr. Froop. Every kind of what type suggestion? That is what 
Tam asking you about. You see, this is vague. You realize that this 
superior thing is so vague and that is why I am pursuing this line of 
interrogation. 

Mr. Muetuer. Let me say this. sir: I am not particularly a novice 
in this particular field. I come from a community where we had one 
difficult problem during the depression period; that is, the city of 
Grand Rapids, Mich., which for many, many years had as its main 
industry, furniture. We lost most of our big plants during that 
period to other areas in this country because of differentials in wages. 

At that time we did not ask for handouts from the Government, 
or anyone else. We organized committees, and we went out and we 
secured various industries, by telling the advantages of that com- 
munity, the steadiness of the labor forces in the community and the 
fact that it was of solid Dutch background. 

Mr. Froop. Mr. Secretary, there are 20 communities who have done 
that. equally as well as you did. 

Mr. Moetzer. That is right. 

Mr. Froop. Scranton and Wilkes-Barre will yield to no Grand 
Rapids on these matters, but what does that have to do with it? 

Mr. Mvuetier. A great deal. 

Mr. Froop. What? 


ADVICE TO SOUTH BEND 


Mr. Mvetrer. Well, for instance, I will give you a recent one which 
is South Bend, Ind. It was faced with the loss of the Studebaker 
plant, and the Singer Manufacturing Co. also moved out of town. 

Mr. Froop. Yes: I know. So what? 

Mr. Mvuetier. They organized a committee of their own—— 

Mr. Froop. I know that. What did you have to do with it? 

Mr. Moerier. We advised them on the procedures. 

Mr. Froop. What did you advise them to do that they would not 
know better than you ? 

Mr. Mvuerirr. We advised them to make a survey of their facilities. 

Mr. Froop. Do you not think they could guess that out of their own 
heads? 

Mr. Mourtrrr. I think they could, but I do not think they do—at 
least, not all of them. 
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Mr. Fioov. Oh. What do you do here that really is affirmative, and 
contributes something of material value to a community the size of 
any respectable, reputable American city? 

What do you have in this office that any chamber of commerce or 
réputable industrial fund of distinguished bankers, lawyers, and 
businessmen in any town worthy of name would not know how to do 
except with you to hei them in some vague way ? 

I think you should do what you are doing, and I want you to con- 
tinue it, but Iam unhappy about what happens. I am your best friend, 
but what are you doing? 

Mr. MvEtter. Well, recently, we had an experience in North Adams, 
Mass. They were faced with a shutdown of some textile mills, and 
they requested help. We sent two men to that community. 

Mr. Froop. Whom did you send up there ? 

Mr. Muruirr. Mr. Roterus was one of them, and I cannot tell you the 
name of the other one. 

Mr. Fioop. Well, Roterus is a good man; you could not get a better 
man for that kind of work. I want to know what kind of fellows these 
people are. Are you sending a couple of clerks to Scranton or Wilkes- 
Barre to tell the local businessmen to make a survey of their town? 
To what extent is this valuable ? 

Mr. Mvetier. Well, we think it is valuable, sir. 

Mr. Froop. Well, that, of course, is a conclusion. I am asking you 
questions now. What kind of people are they ? 

Mr. Mvurtrer. We are sending qualified people. We go into the 
qualifications of each and every man before they are given such 
assignments. 

Mr. Froop. I want to know who these men are. 

Mr. Mvuetrer. You ask Mr. Roterus when he testifies. 

Mr. Preston. Mr. Flood, we are on general questions of the Secre- 
tary, and we will get into this area development program by detail 
when Mr. Roterus comes up. 

Mr. Froop. I am sure of that. 

Mr. Preston. It would be better if you would confine your ques- 
tions to the Secretary’s general statement. 

Mr. Froov. I know Mr. Roterus well, and favorably, but I am not 

satisfied that the Assistant Secretary or anyone else at a high adminis- 

trative level walks in here and places an imprimatur upon this kind 
of an agency when I think I know more about it than he does, and I 
want to be sure that they all know how this is functioning, and I am 
not sure that in some cases they do. 

I have heard nothing yet except the vaguest, most glittering gener- 
alities imaginable from the Secretary about this extremely important 
subject. 

Mr. Preston. Might I suggest, Mr. Flood, that the two questions 
you asked of the Assistant Secretary were in the process of being 
answered, but before he had time to answer them you got him off on 
another track. 

Mr. Froop. That is his fault. 

Mr. Preston. Mr. Secretary, I suggest you not yield to Mr. Flood, 
or allow Mr. Flood to interrupt you, until an answer can be made. 

Mr. Froop. Mr. Preston is the voice of experience. 

Mr. Preston. That is an old lawyer’s trick to throw you off the 
track. 
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Mr. Mueuuer. I will say this: We have apparently met with consid- 
erable success because we have numerous letters from Congressmen on 
both sides of the aisle, sir, attesting to the efficiency of our effort, our 
counsel, and guidance. 

As you said, sir, we cannot say to Wilkes-Barre, Pa., or to Con- 
gressman F lood from that district “You go after X company and see 
that you get it.” We cannot say “They are looking for a place.” 

The Federal Government, in my opinion, cannot differentiate and 
give information that is specific to any individual community. 

Mr. Froop. Well, we agree with that program, certainly. 

Mr. Muetter. So, our advice must be more or less general, and we 
collate what has been done and what we have been effective in doing 
in other communities. 

INDUSTRIAL PARKS 


Let us take this question of industrial parks. I do not know 
whether we can take the credit for that——— 

Mr. Froop. Well, you certainly cannot. 

Mr. Murtrer. We have had a part of it. 

Mr. Froop. Very little. You developed the idea. 

Mr. Mvetxer. Well, that could be considered a real contribution. 

Mr. Fioop. Well, all right, just so we know. 

Mr. Muetier. That is one specific thing where we have been effec- 
tive, and we have been effective in dev eloping ideas and plans and 
putting them down on paper and suggesting them to communities 
where they have no such plans. 

Mr. Froop. Well, that has merit. 

Mr. Mvuetier. Yes; it does have merit. 

Mr. Froop. Sure it has merit. You understand anything you do 
has merit with this problem. 

Mr. Muetier. With a very limited budget——— 

Mr. Froop. You cannot do anything about it. 

Mr. Mvrtirr. I think with a budget of $377,000 we cannot expect 
miracles. 

Mr. Fioop. No: and you cannot hurt anything. 

Mr. Muetier. But, I think we do a lot of good. 

Mr. Fioop. Well, that is where I came in. 

Mr. Mvetzer. That is where you came in; yes, sir. 

Do you not think we have assisted your district? I will ask you a 
question. 

Mr. Froop. I have not the faintest idea. Mr. Roterus will be of 
any help that he can. 

Mr. Muetxer. Well, the gentlemen in Wilkes-Barre when I visited 
said we had been of excellent assistance. 

Mr. Fioop. Oh; I am sure you have, but I do not know what “ex- 
cellent” means. There is no question about that. 

Mr. Mvuexter. Well, we have helped. 

Mr. Fioop. Well, no one says you have not. I am asking you how. 
I want the record to show something. 

Mr. Mvetter. I am perfectly willing to have the record show that 
in your district you know more about it ‘than I do. 

Mr. Froop. And in many others I know more about it than the De- 
partment. 
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Mr. Muettrr. It is possible; I will yield to you. 

Mr. Froop. Well, all right; let us see. If you have these testi- 
monials, you might want to put some of them in the record some place 
or other to show in a scattered group of instances where it has been 
material, effective, acknowledged, recognized, important and mate- 
rial direct aid to industrial groups in these stricken areas. 

Mr. Mouetter. Mr. Chairman, if the committee desires we will sub- 
mit a complete record of written evidence received which indicates 
just how effective the agency has been. 

Mr. Preston. We will be glad to have them, Mr. Secretary. 

Thank you, Mr. Secretary. 

Mr. Moetier. Thank you, gentlemen. 


Wepnespay, Marcu 20, 1957. 
BUREAU OF THE CENSUS 
WITNESSES 


FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

ROBERT W. BURGESS, DIRECTOR, BUREAU OF THE CENSUS 

A. ROSS ECKLER, DEPUTY DIRECTOR 

HOWARD C. GRIEVES, ASSISTANT DIRECTOR FOR ECONOMICS 

CONRAD TAEUBER, ASSISTANT DIRECTOR FOR DEMOGRAPHICS 

MORRIS H. HANSEN, ASSISTANT DIRECTOR FOR STATISTICAL 
STANDARDS 

WALTER L. KEHRES, ASSISTANT DIRECTOR FOR ADMINISTRATION 

H. BURKE HORTON, DIRECTOR, DAMAGE ASSESSMENT DIVISION, 
OFFICE OF DEFENSE MOBILIZATION 

CHARLES H. ALEXANDER, BUDGET OFFICER, BUREAU OF THE 
CENSUS 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Presron. The next item for the consideration of the subcom- 
mittee is the request of the Bureau of the Census. 

This request is found on page 12 of the committee print and at page 
100 of the justifications. 

We will insert in the record at this point pages 106 through 113 of 
the justifications. 

(The pages referred to follow :) 
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GENERAL STATEMENT 


Dr. Burgess, do you have a general statement to make on the Census 
Bureau at this point? 

Mr. Burgess. Yes; I have a statement which I would like to submit 
to you. 

Mr. Presron. Do you wish to read the statement ? 

Mr. Burerss. I think I would like to touch on some of the high 
points in it, but not read the entire statement. 

Mr. Preston. We will be glad to hear from you, Doctor. 

We will insert into the record at this point your prepared statement. 

(The statement referred to follows :) 


GENERAL STATEMENT OF THE Drrecror, BUREAU OF THE CENSUS, ON THE 1958 
BUDGET 


The budget for the Bureau of the Census for fiscal 1958 contains appropria- 
tion requests of $14,480,000, a total $4,105,000 larger than the aggregate of 
amounts appropriated for fiscal 1957. Each appropriation category shows some 
change up or down as some periodic census projects are completed or pass the 
point of needing additional appropriations and on the other hand, other proj- 
ects reach an active status in the rotating schedule of such censuses. The 
largest project in the new rotating field is a first installment on the cost of the 
18th Decennial Census of Population, Housing, Agriculture, Drainage and Irri- 
gation, the sum of $4,100,000 requested to start intensive preparations on those 
censuses. 

I have been impressed during the past 3 years with the increasing desire for 
more and better statistics expressed by Government agencies, businessmen, com- 
munity organizations, and individual citizens. Perhaps the most striking evi- 
dence of the growing pressure for statistical data is the attention attracted on 
February 15 by the ceremony noting the passing of the 170 million mark in our 
Nation’s population. The focus of attention, of course, was our “census clock” 
which registers on the basis of statistical estimates births, deaths, immigration 
and emigration, and the resulting net increase in population at a rate of 1 every 
12 seconds. The ceremony was reported and its significance emphasized in the 
press and on radio and television. It was noted, for instance, that by mid-1960 
at the rate of growth effective since 1953, the population figure will approxi- 
mate 180 million. Everybody realizes that these increases have an important 
bearing on future demand for food, clothing, and all other products, on the 
need for more educational facilities, and on the growth of the labor force to 
meet these needs. Detailed investigations are clearly important to indicate 
where and how these increases in population will be distributed by State, by 
age, by occupation, and other characteristics. I point these figures out to you 
because I think they illustrate the reasons for the increasing demand upon us 
for more statistics compiled more promptly and in greater detail. 

Before reviewing the details of next year’s budget requests I should like to 
report on the progress and status of the work for which additional appropria- 
tions were approved last year and to refer to the appropriate categories which 
were in the 1957 budget but are rotating out of the 1958 appropriation requests. 


REPORT OF PROGRESS IN FISCAL 1957 


In our regular current program financed under “Salaries and expenses,” addi- 
tional funds were appropriated to initiate a monthly survey of changes in retail 
trade inventories, to restore the former level of service in the foreign trade sta- 
tistics and to begin work on the 1956 county business patterns report. All of 
these things have been done. The retail trade inventories survey is now a 
regular monthly service. In recognition of the validity of the complaints of 
industry brought to the attention of this committee, the level of sampling of for- 
eign trade export transactions was lowered from the $1,000 level to the $500 
level, and the number of commodities being regularly reported was returned to 
the former number of approximately 2,700. The county business patterns re- 
port is being processed as rapidly as possible. The final report for 1956 will be 
issued in early 1958. 
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Taking up the projects that do not call for additional appropriations in fiscal 
1958, the fieldwork on the national housing inventory has been completed and 
the processing of the reports is underway. Preliminary summary statistics for 
the major metropolitan areas will begin to be released about May 1, 1957. Basic 
reports on the components of change in housing since 1950 are scheduled to be 
sent to the printer by the end of the fiscal year and will be released as soon as 
possible after that date. More detailed analytical reports will be made available 
sortly thereafter. 

Work on the 1957 census of governments has now been fully launched. The 
identification and listing of governmental units have been completed and the 
survey of tax valuations has begun. The portion relating to governmental em- 
ployment is also about to begin. This census develops figures for the govern- 
mental fiscal years ending in calendar 1957, The major part of the work, there- 
fore, comes after their fiscal years are completed, or in our fiscal year 1958. As 
is mentioned on page 104 of our justifications, we are proceeding with the work 
in accordance with the statement expressed in House Report No. 2344, 84th 
Congress (conference report on the 1957 appropriation bill) that there be no re- 
duction in the scope of the work below that proposed in the original estimate 
of $2,100,000. Since the amount of $1,750,000 already appropriated appears ade- 
quate for substantially all of the work scheduled through fiscal year 1958, any re- 
quest for additional appropriation is being deferred until fiscal 1959, or until the 
need for additional amounts becomes more apparent. 

The 1954 census of agriculture was officially closed as of December 31, 1956. 
The total cost of the project was approximately $20,500,000, which is $2,500,000 
less than the comparative cost of the last two censuses. Although much of the 
reduced cost is attributable to the reduction in the number of farms to be enn- 
merated, some credit should be given to the change in the enumeration period to 
the fall of the year, coming as nearly as possible just after the harvest season in 
the various areas of the country when the operators are still on the farm and the 
information to be reported is most fresh and readily available. Good planning 
at all phases of the job also contributed to the most rapid release of the results 
ever achieved. Of the amount of $21,500,000 appropriated for the census of 
agriculture, $87,500 was transferred to a supplementary appropriation for foreign 
trade statistics in fiscal 1956, $900,000 to the 1954 economic censuses. A residual 
balance of about $20,000 will remain. 

In carrying out the 1954 economic censuses the Bureau set for itself four 
major objectives: (1) to reduce substantially the cost from level of the previous 
censuses, (2) to reduce the burden on the public, (3) to install major new pro- 
cedural and technological improvements, and (4) to make the data available to 
users at an earlier date. 

We believe that except for the publication timing of one census all of these 
objectives have been accomplished. The new procedures employed, including in- 
creased use of administrative records of other agencies and electronic data 
processing, reduced the cost of the censuses to only two-thirds of what they would 
have cost had the earlier procedures and equipment been used. 


HIGHLIGHTS OF THE 1958 BUDGET 


The changes in the 1958 budget include, in addition to the rotating out of the 
projects referred to above, a few small increases in the funds for the regular 
eurrent work, certain statistics needed by the Office of Defense Mobilization, and 
two important appropriations for major censuses to be taken in 1959 and 1960. 

The estimates provide for continuing the regular current work established in 
fiscal 1959 at the same dollar levels, except for the anticipated increase in work- 
load of foreign trade, and to add the following new work: 

1. Under “Manufacturing and industrial statistics,” a revision of proce- 
dures to produce monthly estimates of total manufacturing sales, orders 
and inventories ; 

2. Under “Foreign trade and shipping statistics” an improvement of ex- 
port statistics for commodities traded in small dollar amounts (a partial 
restoration of the quality level of the 1953 statistics) and the revision in 
the classifications of commodities to be reported ; 

8. Under “State and local government statistics,” the conduct of a survey 
of advance public works plans of State and local governments; and 

4. Under “Statistical abstract and special reports,” the placing of the 
county business patterns report back on an annual basis. 















675 


None of the above projects involves new or novel programs. The foreign trade 
and county business items provide simply for restoration to levels of service 
formerly rendered. The other two items inyolve improved products for which 
extremely strong support has been given. In total the estimated cost of this 
work comprises $376,700 of the total increase of $1,066,700 under “Salaries and 
expenses.” The remainder of the increase, as reflected on page 102 of our justi- 
fications, consists of $390,000 for contribution to the civil-service retirement fund 
as required by Public Law 854 of the 84th Congress, and $300,000 to develop 
statistics needed for the government-wide bomb damage assessment program on 
behalf of the Office of Defense Mobilization. 


INITIAL APPROPRIATION FOR MAJOR CENSUSES 


The remaining two items for consideration in the 1958 budget request are 
necessary to the proper preparation for the major census programs scheduled 
by law to be taken in fiscal years 1959 and 1960 and in the case of the 1958 census 
of transportation to initiate some of the collection of data that can satisfactorily 
be accomplished only during the course of the calendar year involved. The census 
of transportation would be the first conducted under the enabling statute. The 
plan for the census has been completely reworked since it was previously con- 
sidered for 1953. The present proposal is about one-third as costly as the former 
proposal and, as specified by the statute is limited to collection of information 
on transportation not otherwise available. 

The tremendous growth of our population, referred to in my opening remarks, 
the related increase in housing, and the increases in rates of pay of enumerators 
and in other costs appear to make certain a substantial increase in the total 
cost of the 18th Decennial Census over the $90,618,000 cost of the 17th Decennial 
Census. Our objectives of more timely release of the data and adaptation of 
the questions and tabulation plans to meet current needs also pose tremendous 
problems. The use of the very best electronic and other types of automatic equip- 
ment, and careful advance preparation and testing of improved techniques and 
devices appear to be the only hope of speeding up the census and improving its 
content and at the same time keeping the costs of the census within reason. In 
very general terms our objectives are faster reporting, cutting from 6 months to 
1% years from our previous record for most of the published reports, and a con- 
siderable reduction in cost below the level comparable with that of the 1950 
operation, 

Mr. Preston. You may proceed. 


REQUEST FOR 1958 


Mr. Burcess. Our budget for this year contains appropriation re- 
quests in the amount of $14,480,000 which aggregates $4,105,000 larger 
than the aggregate appropriated for fiscal 1956. . 

I would like to point out that in the case of the Census Bureau the 
nature of our periodic census projects means that we have bulges at 
times as the big censuses come along and then there is a lessening of 
activity as those censuses go out and some others come in. 

Some of our projects are past the stage of needing additional appro- 
priations, but we are in sight of two big projects; that is, the economie 
census due to be taken covering the calendar year 1958 and the big 
population census which is the census everyone knows about in the 
work of the Census Bureau and that is to be taken as of April 1, 1960. 

So, we have to begin to get set for that. It is an example of the 
rotating nature of our census operations, which is an important thing 
to have in mind. 

I also call attention here to the fact that we put on a little show 
in the lobby of the Commerce Department with our register there which 
is sometimes called the “census clock,” which indicated the passing of 
the 170 million mark on February 15, 1957. We had a ceremony indi- 
‘ating that the population of the United States had passed 170 million, 
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and we got mention in the press and radio and so forth. The people 
are interested in that. 

It is just an indication of the importance of this type of statistics 
in general and of the types of statistics that we have in the Census 
Bureau. 

For information purposes, I have included a summary of our prog- 
ress in 1957, where we have gone ahead with carrying out the expendi- 
ture of funds that were made available which, unfortunately, we 
thought, were a little less than we asked for a year ago, but we are 
making considerable progress in getting underway in each special 
line. 

The national housing inventory will have results to report this 
summer, and we have started work on the 1957 census of governments; 
that is, State and local government statistics. The appropriation will 
be adequate to get us pretty well through fiscal year 1958 but, perhaps, 
will not quite finish it. However, we are not ready yet to ask for more. 

I should also state that the 1954 census of agriculture was officially 
closed as of December 31. That is a case where we did not need as 
much money as was available for a similar project in 1950. 


SALARIES AND EXPENSES 


In the 1958 budget, in addition to the two major census projects 
which I spoke about, we have some increases that show up, and I will 
refer you to page 102 of the justifications, in our current program 
under “Salaries and expenses.” 

It shows a $1 million increase, but we will be glad to go into detail 

with you on that. The figure of $1 million is as large as it is because 
we have included $390,000 as a contribution to the civil service retire- 
ment fund which is being put in in all the items this year, and it looks 
like a bigger increase than it actually is. 

The last item, “Development of statisties” required by the govern- 
mentwide bomb damage assessment program, is an item put in at the 
request of ODM and has to do with that work. We have Mr. Horton 
to explain why something along that line is wanted. This is the mini- 
mum of what thev concluded they needed. 

Of course, the Census Bureau is responsible for seeing what they 
needed would cost. So, we are the agency to tell about it. 

Then, we have a number, as listed there, of other small increases. 
The first one is improving manufacturing inventories. We call it 
the Manufacturing Inventory Series, which is very much used in 
judging the progress of business. It has been pointed out by a number 
of critics of Government statistics that several lines of improvement 
are needed there. We believe, if given additional funds, we can make 
those statistics more valuable. 

The next item is for carrying out the idea of improving foreign 
trade and shipping statistics, which was emphasized a year ago in the 
discussion here. We had been compelled by a shortage of funds to 
depend more on samples and curtail the items covered in our export 
statistics. itt 

The committee made available a supplementary appropriation for 
1956, and somewhat larger funds for the year 1957, and we believe 
that there is still further improvement needed. 
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The three items indicate what would be desirable in the field of 
export and import shipping statistics. 

Under the “State and local governments,” there is an item here of 
the survey of advance public works plans of State and local govern- 
ments which is put in at the request of the Executive Office of the 
President. This is to get an idea of what the shelves of public works 
plans are of the various States and local governments. 

We made a similar survey about 3 years ago with somewhat limited 
funds, and while we have no indication of emergencies that would 
pull those things off the shelf, it would be well to have that worked out 
at this time in order to know what could be pulled off. 

I think this about covers it. We have a place where we want to get 
the county business patterns report, which is a much-used report, 
which we get out in connection with the Bureau of Old-Age and Sur- 
vivors’ Insurance, and which is a summary of payrolls and the num- 
ber of employees in various parts of the country, divided by industry, 
and we have the funds to get that out every 2 years which we believe 
would be helpful to have once a year. 

I have already mentioned the items on the major censuses which I 
presume, probably, you will have questions about, but I think that will 
indicate the general orientation of what it is we have in our budget 
request. 

ESTIMATED COST OF 18TH DECENNIAL CENSUS 


Mr. Preston. You are going to have a considerable increase in the 
cost to make this Eighteenth Decennial Census over the Seventeenth 
Decennial Census; are you not? 

Mr. Burerss. I am afraid inevitably we will have an increase, and 
one of our ideas for having some preparatory funds is to try to make 
sure that, first, the quality is improved, and that we give people what 
they want, and also to keep down the cost and improve the timing of it. 

Of course, we will have something like 180 million people. 

We do not know the exact figure as compared with 151 million 
people that we had in the 1950 census. We are paying our enumerators 
substantially larger amounts and other costs have gone up compared 
with 1950. So, then, inevitably, figuring on doing the same job where 
we paid $90 million for the censuses of population, housing, and agri- 
culture in 1950, this would come, unless we find improvements in 
equipment and methods, to something like $120 million. 

Now, we have in mind that we can get some economies with better 
equipment. 

Mr. Preston. You mean it has gone up one-third ? 

Mr. Burerss. Yes, sir; from $90 million to $120 million. I say we 
believe we can find ways of keeping that from going up to that full 
amount, but that is one of the things we would hope to work at. 

Mr. Preston. This is on the agriculture census? 

Mr. Buresss. No; this is agriculture, population, and housing. The 
population census is the biggest item, and housing goes along with 
that. 

Mr. Preston. You are talking about a combination of the three ? 

Mr. Bureess. Yes; they are grouped together. 
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BOMB DAMAGE ASSESSMENT PROGRAM 


Mr. Preston. Doctor, are you supporting the request for the bomb- 
damage assessment ? 

Mr. Burerss. Yes, sir; I am supporting a request. We have talked 
this over with the Office of Defense Mobilization representatives. Of 
course, that is the job of the ODM to decide whether something like 
that is necessary to meet the international emergency that may arise. 
But, worning with them, we believe that by making preparation to 
the extent of some $300,000 we could get set to meet the emergencies 
better if they come along. 

Mr. Preston. This would involve preparatory work ? 

Mr. Burgess. This would be preparatory work, and improving our 
record of the structures, for instances, which is one of the biggest 
items. Thisis for manufacturing industries. 

Mr. Horton is here, and if you want to call on him he will explain 
what it is. 

Mr. Preston. Yes. We will want to get a little advance information 
about it. 

Mr. Bureess. I believe we understand what they want. The kind 
of work we do in our census of manufactures, especially, would pro- 
duce very valuable information or enable the ODM after a bombing 
attack to find out what the bomb damage amounts to. Such informa- 
tion could be secured much better if this advance preparation has 
been made and lined up as to the facts about these structures of manu- 
facturing plants as they will be seen from the air, for instance, and 
if they make another air survey of it and consider then, of course, 
what we have worked out, they can spot what is left and what has 
been destroyed better than if it had not been done. 

Mr. Preston. Well, we will go into that at the proper time. 

Are there any general questions of Mr. Burgess before we go to con- 
sideration of the individual programs? 


COLLECTION OF INFORMATION 


Mr. Froop. Well, I am just wondering, with regard to this $120 
million, whether or not we are approaching the law of diminishing 
returns in the collection of information in the immediate future. Of 
course, this is of such vital import. We have certainly gone a long 
way from the constitutional theory of the census; have we not ? 

ow do you feel about every pressure group that decides it wants 
some information and pressures us, and we give them a law, and then 
you are stuck with it? How far do you think we should go in this 
kind of business in detracting you from your original job and what 
you do down there ? 

Mr. Burcess. Well, the original purpose has been extended to meet 
the needs expressed by businessmen, State and local governments, and 
by agencies of our own Federal Government, and so forth, and the 
result is to turn out a great deal of this information which is obtained, 
notably in the population census, and which is the first foundation for 
planning what they want to do; for instance, in the last two censuses, 
notably, we got information on the individual incomes. 

Mr. Fioop. I know. 

Mr. Burcess. That is right. 
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Mr. Fioop. Every couple of years some group decides they want 
this, and they hammer us with telegrams and letters. You cannot 
get the job done that you are supposed to do at all. 

Mr. Burcess. We think we can do it. We think that the situation 
is altered by the size of the job, somewhat, and that is one reason we 
want to get more electronic computers in order to get faster results. 

Mr. Fioop. Of course, they have been a godsend—this electronics 
advent of which you speak. 

Mr. Burcess. That is correct. We believe, also, that there is a place 
for sampling; that is in dealing with information notably about 
occupation and industry. This is a subject that takes long to proc- 
ess: the information the enumerator gets in the field about what the 
occupation of each person is, and what industry he works in, calls for 
a tremendous amount of detailed review before it is summarized. 
If we can find, say, that a 25-percent sample gives accurate results 
for what is wanted, we have cut down the work to an important ex- 
tent. 

Mr. Fioop. Besides being a technician, you are a professional at this 
kind of thing. Are you becoming a classical, horrible example of 
professional bureaucrat? Are you the No. 1 world snooper? Are 

‘ou beating resistance? Are you getting in people’s mustache and 
fo where you are inquiring about religion, income, and inquiring 
about everything you can think of for you to inquire about ? 

Are we abusing you or are we abusing the people you represent? 
When do we stop this?) How far do you want us to go?’ Where is 
the end of the line in this business? Is it all good ¢ 

Mr. Bureess. That is quite relevant. I think I disclaim being the 
No. 1 bureaucrat. I started only in February of 1953. 

Mr. Fioop. You will live this down; I know. 

Mr. Buregss. We have some of our colleagues here who are older 
in service than I. I was closer to business concerns, and perhaps closer 
to the reluctant businesman who begins to think this goes too far. 

Mr. Roongey. Would you not say you are a topnotch bureaucrat by 
now ¢ 

Mr. Burcess. That is pretty rapid progress. 

Mr. Rooney. Is it 4 years now ¢ 

Mr. Buresss. Yes. 

Mr. Froop. You are a covenant running with the land now. You 
are attached to the real estate. 

Mr. Burcess. At times it has become very congenial. I admit that. 
You have some sound points, I believe. 

Mr. Preston. Would you not at least say you are a captive of the 
bureaucrats ? 

Mr. Boreerss. I would not say that much. 

Mr. Fioop. That is a neat phrase, Mr. Chairman. 

I am concerned about this. I have been for a long time, but there 
comes a demarcating line sometime or other. 

From your experience and your professional reputation, will you 
insert at this point in the record some reasonable commentary of your 
own opinion about this? I am interested in your opinion, not what 
these fellows who work down there say. 

Nobody wants to talk himself out of a job. I do not think you care 
especially.. They have got to eat. When you go home some night, will 
you write one out and give it to Mr. Preston to put in at this point? 
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_ Do not consult anybody down there, because you will not get the 
right kind of information. 


Mr. Burcess. I think that is a fair request, Mr. Preston, if you 
would like to receive that. 

Mr. Preston. Put it in the record. 

(The information to be furnished follows :) 


I am stating first some brief replies applying specifically to each of these 
questions and following with a fuller statement on somewhat broader lines. 
Specifically : 

1. I do not think we are yet near the point of diminishing returns in most 
fields of statistical inquiry. In many fields the value of the kind of tabula- 
tions we produce and can easily extend is only beginning to be appreciated 
and applied. In my judgment the expanding problems of our rapidly grow- 
ing economy require more and better statistics and Federal statistical agen- 
cies are peculiarly fitted to make important contributions. In a few fields, 
however, and on certain topics, the returns from additional effort and ex- 
pense are believed not great enough to justify the additional cost. I consider 
it one of my primary tasks to make sure that these unremunerative segments 
are identified and further effort diverted from them. 

2. The demands endorsed by Congress have not, in fact, swamped the 
Census Bureau, partly because Congress or its representatives have accepted 
procedures which ease the strain. An important point is that the Director 
has been able to divide problems among the members of his competent staff. 
The situation would become serious if the current difficulties in attracting 
and holding good statistical specialists should not be overcome pretty soon. 

3. Some respondents, a very small proportion of the total, express some 
annoyance at the length and complexity of our questionnaires but barring the 
few exceptional cases, we find people understand our intentions and reply 
very patiently and with acceptable accuracy. We are working continuously 
to minimize the burden on respondents and appreciate the desirability of 
cutting down, by the use of sampling, the number of smaller concerns re- 
quired to respond. Moreover, we are making more and more use of ad- 
ministrative records when they supply enough facts to make individual 
interview or correspondence unnecessary. 

4. I do not think the demands endorsed by Congress go too far, with a 
few more or less accidental exceptions. While I may seem to dismiss this 
question with rather brief comment, I wish, nevertheless, to express ap- 
preciation that the danger of excessive demands is noted in the record. I 
hope that Congress will give the Census Bureau ample opportunity to be 
heard before firm requirements are promulgated for new reports or for show- 
ing more detail in our reports on, for example, foreign trade or some types 
of manufacturing production, than our investigations show to be of general 
interest. If the present procedures for Department and Budget Bureau re- 
view are adhered to, adequate information will be in hand for appraising all 
projects that are submitted to Congress, and eliminating or modifying any 
that would overload the Census Bureau. 

The same general point of view as I have expressed in these specific answers 
was stated by Dr. Ralph J. Watkins, director of research for Dun and Brad- 
street, Inc., at a meeting in New York on March 20 of the new Federal Statistics 
Users’ Conference of which he is chairman. Mr. Watkins is quoted in the New 
York Times of March 21 as saying, in part, “Everybody recognizes that the Ameri- 
ean economy cannot be regulated without recourse to a great body of statistics 
and that this can only be prepared by the Federal Government. A reasonably 
stable and dynamic economy cannot be obtained except in terms of very competent 
management, both public and private. An economy does not take care of itself. 
It must be managed. Therefore our statistics must be complete, accurate and 
prompt.” 

Even such a strong endorsement of greater use of statistics, with which I 
concur, does not imply that it will be most advantageous to press forward with 
unrestrained zeal in all directions. Productive statistical work depends on effi- 
cient coordination and cooperation of many different groups of workers, business 
concerns and Government agencies. Federal statistical agencies like the Census 
Bureau must adapt their methods to the necessary limitations of small-business 
concerns and secure the cooperation of larger concerns in extending its inves- 
tigations into new areas where existing recordkeeping systems are inadequate to 
provide the basic data. 
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The Census Bureau must recognize also, its own limitations, both by securing 
specialized assistance before undertaking projects which require technical famil- 
iarity with a particular kind of activity and by discouraging an increase in the 
demands upon it beyond what its own staff of experts can supervise satisfactorily. 
Above all, it must continue to adjust its methods and the range of subject mat- 
ter covered to meet most effectively the needs of Government agencies, business, 
and institutional and individual users and to conform to the will of the people, 
expressed through the executive and the legislative departments. With these 
precautions and adjustments, it is my opinion that the Bureau of the Census may 
advantageously expand its statistical activities to meet the developing needs 
of the country 


Mr. Fioop. That is all, Mr. Chairman. 
Mr. Preston. Mr. Clevenger ? 


BOMB STATISTICS 


Mr. Cievencer. Mr. Chairman, I am wondering about this item of 
$300,000 for the bomb statistics. It is the first bomb, even before the 
completion of these; it will not be the one when old John Q. Public 
blows up. That will probably kick about two-thirds of us out of 
Congress. 

The other thing may happen when, in my opinion, the long-suffering 
old gentleman who is the subject of the cartoons, and ridicule, the old 
hump-backed fellow back home whom we all work for is decidedly, 
if I can judge his temper, just about ready to be like the drunk was, 
sitting down on the waterfront, with his nose all covered with flies. 
They ‘flew around him thick. A sweat bee came along and got on his 
schnozzle, and he said “With that, you can all get off.” I am thinking 
the taxpayer is getting just about in that shape. 

That is one bomb I am quite sure is going to drop one of these days. 

I do not want to add to his burden, if I can help it, and yet I want 
him to have adequate statistics. I wonder what we are doing to him. 

The last form, as I remember, was about as big as a daily newspaper, 
a two-page form that the farmer had to make out back in 1950. They 
wondered where to commence in filling this thing out. 

Since then we have added more and more and different censuses to 
them, until I do not know when he is going to have time, either to 
raise crops or raise hell, any more, if we keep on adding to his paper- 
work. 

That is no contribution. It is just a reflection that I make. 
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SALARIES AND EXPENSES 


Program and ee ing 





1956 actual | 1957 estimate | 1958 estimate 


nina 
Program by activities: 
1. Retail, wholesale, and service irade statisties_-..-..-- $1, 019, 330 $1, 194, 920 | $1, 253, 504 
2. Manufacturing and industrial statistics. ...........--- 834, 552 970, 845 1, 089, 968 
. Agriculture statisties._.._... MAS FCS 190, 772 | 201, 639 212, 189 
. Foreign trade and shipping statistics i 1, 713, 053 1, 744, 635 | 1, 978, 753 
. Population and housing statistics 2, 145, 339 1, 924, 588 2, 013, 583 
. State and local government statistics. ...........-- 268, 523 242, 872 | 300, 398 
. Statistical abstract and special reports 5 apeeuke 2, 270, 818 375, 297 
. Defense readiness activities ates 263, 150 
. General administration oe tly Sel asa 904, 917, 983 , 048, 158 
. Electronic equipment dev elopment ae a 
BE NIN 65 os iin cicce wide vencenccoesns va , , 338, 407 7, 468, 300 | , 535, 000 
Financing: 
Comparative transfers to other accounts. - ..... 
Unobligated balance no longer available 


Appropriation (adjusted) 7, 415, 7, 468, 300 | 3, 535, 000 


betes dawrionnd by abrecte 


1956 actual | 1957 estimate | 1958 estimate 





Total number of permanent positions _- ; | 1,161 | 17 1, 244 
Full-time equivalent of all other positions ___ | 271 222 | 271 
Average number of all employees. - - -- -- J 1, 300 al 1, 427 
Number of employees at end of year , 832 | 1, 948 


Average salaries and grades: 
General schedule grades: | 
Average salary _- #6 ati ‘ $5, 074 $5, $5, 104 
Average grade___- GS-6.4 iS-6.5 | GS-6.4 
Ungraded positions: Average salary. er $4, 198 | $4, 423 | #4, 423 


Personal services: | 
Permanent positions__..---. , ‘ | $5,056,623 | $5, 35 $5, 678, 299 
Positions other than permanent. | 807, 507 07 115 , 004, 950 
Regular pay above 52-week base___.. : 19, 579 | 24, 612 
Payment above basic rates __.__. as 142, 224 | 
Other payments for personal services. 14, 408 
Total personal services. 7 | 6, 040, 341 6, 156, “408 }, 707, 861 
Travel_.__- F , 384, 677 380, 785 | 398, 388 
Transportation of things oe a ala : és 16, 306 14,114 18, 802 
Communication services -__- — — ack 224, 131 | 255, 832 | 270, 438 
Rents and utility services __............---.. ‘ 144, 539 147, 970 | 135, 816 
Printing and reproduction __ va 269, 716 254, 715 | 275, 753 
Other contractual services bineie 50, 842 56, 713 69, 286 
Services performed by other agencies. --. aaa 49, 965 84, 978 | 130, 980 
Supplies and materials -_- i pedal 77, 397 72,131 | 88, 562 
Equipment. heal 47, 673 | 11, 890 | 12, 998 
Grants, subsidies, “and contributions: Contribution to 
retirement fund___.....-.-.- , : , | 390, 000 
Refunds, awards, and indemnities___. & 10, 601 9, 371 | 9, 689 
Taxes and assessments _____- ‘ ‘ 22, 219 | 23, 393 26, 427 
anion itiecier-evemmrecnit eer 
Total obligations........ Lg 7,338,407 | 7, 468, 300 8, 535, 000 
| 
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Budget authorizations, expenditures and balances 




















1956 actual | 1957 estimate | 1958 estimate 

BUDGET AUTHORIZATIONS AVAILABLE 

| 
Appropriation _ - she io wehbe oulpys lell-o adie cebeeit Maneatis $7, 328, 000 $7, 475, 000 | $8, 535, 000 

Transferred from ‘‘Census of agriculture, Bureau of the | 
Census” (70 Stat. 162) - 87, 500 hae ae a 

Transferred to “Salaries and expenses, “gener: al administration, | 
Commerce”’ (64 Stat. 1263) _- Saiatdis amtoaineae octde pide REE MG DOU | on ntenssswume 
Adjusted appropriation _eese--e-e-| 7, 445,500] 7, 468, 300 | 8, 535, 000 
Obligated balance brought forward 499, 881 | 117, 693 300, 000 
Increase in prior year obligations_____- iis abit nei 6, 971 | hts deceit: 
Total budget authorizations available___ = 7, 922, 352 7, 585, 943 8 835, — 

EXPENDITURES AND BALANCES 1 

| | 

Expenditures— | 

Out of current authorizations _- i aeamaey 7, 241, 396 | 7, 168, 300 8, 100, 000 
Out of prior authorizations_____- a aa 459, 191 117, 693 | 300, 000 

[gn segues he ameeegs —_ ail 
Total expenditures. ______- ; nolion ss 7, 700, 587 7, 285, 993 8, 400, 000 

Balance no longer available: | 

Unobligated (expiring for obligation) ; saves | PE irae See ctr) Sat ees 
Other__- , ; | 33, 704 |.._- Pe 
Obligated balance carried forward ey 117, 693 | 300, 000 | 435, 000 
Total expenditures and balances... Rasta we 7, 922, 352 | 7, 585, 993 8, 835, 000 

| 











Mr. PRESTON. The first item we will take up is “Salaries and 
expenses,” found on page 12 of the committee print, and page 114 of 
the justifications. We will insert in the record at this point pages 114 
and 115 of the justifications. 

(The justifications referred to follow :) 


SALARIES AND EXPENSES 


Summary of requirements 


Appropriation, 1957 IN WIT, cis. o> dis cnn ac cedededestarinaladbenesacted ‘ ...-. $7,475,000 
Deduct: Transfer to ‘‘Salaries and expenses, General Administr: ation, C ommerce”’ nip 6, 700 
RN I EE 5 a cidinns Sans pin compen dan one wwnaid Gemnaaahieie de naceoaton : - 7,468, 200 


Net difference, 1958 over 1957: 





Requirements Difference, 


aaa. ll 
By activity or de- 
1957 1958 crease (—) 


adjusted estimate 


Retail, wholesale, and service trade statisties ..--| $1, 194,920 | $1, 253, 504 +$58, 584 
Manufacturing and industrial statisties- ----- ia 970, 845 1, 089, 968 +119, 123 
Agriculture statistics sate 201, 639 212, 189 | +10, 550 
Foreign trade and shipping sts I ca ciede a 1, 744, 635 1, 978, 753 +234, 118 
Population and housing statistics — 1,924, 588 | 2,013, 583 | +88, 995 
State and local governments statistics ibn 242, 872 | 300, 398 | +57, 526 
Statistical abstract and special re oes > ; 270, 818 375,297 | +104, 479 
Defense readiness activities... sqdedeae dada inh t 263,150 | +263, 150 
General administration - -.- -- ‘ “ee eres 917, 983 1,048,158 | +130, 175 





napsana 7, 468, 300 8, 535, 000 | +1, 066, 700 1, 066, 700 


Gross requirements. 








TOCR antinate Of SPORTIREION, THOR a. + < nk geetinn pride atin cents cechapcancdecccscsesesne 8, 535, 000 
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Mr. Preston. This request represents an increase of $670,000 over 
fiscal year 1957, excluding the contribution to the retirement fund. 

On page 118, would you, Doctor, discuss the increase of 11 positions 
in connection with manufacturi ing and industrial statistics? 


MANUFACTURING AND INDUSTRIAL STATISTICS 


Mr. Burcerss. Let me see if I follow you. That is the increase from 
179 to 190 on page 118. 
I think that is largely due to this improvement of the report on 


what we call “Manufacturers sales, inventories, orders” that we would 
liketohave. That accounts for it. 


Mr. Preston. You mean inventories? 

Mr. Burgess. Sales, orders, and inventories. As a matter of fact, 
it is based largely, at present, on the largest manufacturing companies. 
This is one of the major items that results from the reports of the 
committee appointed by the Federal Reserve Board to review Govern- 
ment statistics, at the suggestion of the Joint Committee on the Eco- 
nomic Report. 

They had some hearings, and this matter of inventories was one of 
the most important series that was pointed out as needing some im- 
provement. The sort of improvement needed is shown by what hap- 
pened when I was with the Western Electric Co., and responsible for 
sending in material for this report for several years. What the com- 
pany sent in as its report was included in this aggregate. The com- 
pany report was just one figure each month for. sales, and another 
figure for inventories, and something for orders, although the com- 
pany was producing both telephone and telegraph apparatus and lead- 
covered cables, and included in sales telephone poles and directories, 
and various different supplies that it did not manufacture but bought 
and resold. Big companies like General Motors and General Electric 
sent in one figure; when those are combined by industry, the results 
are not very homogeneous. 

It is difficult for the people who look at those totals by industry to 
make out what significance they have for business prospects. This 
project is to introduce certain unprovements in the collection process, 
to see if more companies can be induced to report, and to be sure of 
getting in their report promptly enough to be included in the prelim- 
inary return, and to break down the aggregates into groups of similar 
‘ products, so it will mean more when it is summarized by such groups. 

Mr, Preston. Doctor, this is sort of an experimental thing, is it not? 
You are going to run a sample survey ? 

Mr. Burcess. It isa sample already. This will improve the sample. 
It has experimental angles because we cannot tell, without getting into 
it, just Thee steps we will take. 

"Mr. Preston. Out of the increase of $119,000, $61,400 was related to 
this activity you described ? 

Mr. Burgess. Yes, sir. 

Mr. Preston. Discuss the increase of 26 positions for foreign trade 
and shipping statistics on page 122. 
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FOREIGN TRADE AND SHIPPING STATISTICS 


Mr. Burorss. I would like to get Mr. Grieves, who is Assistant Di- 
rector in charge of that, to talk about it. 

Mr. Grieves. The increase has three parts: First, to enable us to 
handle what we are sure will be an increase in the number of trans- 
actions which will occur in foreign trade; the second part of the in- 
crease is to modernize the commodity classification for both import and 
export statistics so that figures are shown for the commodities which 
are presently arising in competition with American goods in the im- 
port trade and which are newly developed in the export trade. 

The third element is to increase the size of the sample of small trans- 
actions. We are only taking a 10 percent sample now, and there is 
a considerable amount of dissatisfaction with the result in that it does 
not enable the businessman who trades in a smal! commodity to know 
accurately where his markets may be. The proposal is to increase 
the sample from 10 to 50 percent of the small-dollar-value transactions, 
so that this type of trade can be seen more thoroughly. 

Each of these categories represents about a third of the total in- 
crease. 

Mr. Preston. What is the minimum-sized invoice you are sampling 
now ? 

Mr. Grieves. The minimum size is $100. We are sampling from 
$100 to $500, and about half of all the transactions occur in that de- 
nomination. We are taking 10 percent of them, and it does not make 
the picture accurate enough. You can see why. 

Mr. Preston. What is this $93,000 for Univac? 

Mr. Grieves. That is a shiftover within the program from machine 
tabulation to Univac facilities, which we have underway now. We 
think the Univae will speed up the work, speed up the results, and 
prabably do the work somewhat more efficiently. 

There is a decrease in machine rene which is conventional 
equipment, and an increase in Univac. The increase over the ma- 
chine tabulation reduction is baebelly because the workload will be 
larger. 

Mr. Preston. Do you think it will be cheaper over the long run? 

Mr. Grieves. I am certain as we sit here, in the long run, as we 
learn how to use it, it will be cheaper. 

Mr. Preston. You are not decreasing personnel by these high-type 
machines ? 

Mr. Grieves. I think the record is, although this is a complicated 
subject, that the machine has made it possible for us to do more work 
at lower cost. 

Mr. Preston. Do you still have to have just as many people around ¢ 

Mr. Grieves. I think hopefully that the number will go down pro- 
gressively, asthe system is developed. 

Mr. Preston. We would welcome future evidence of that, Mr. 
Grieves. 
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STATE AND LOCAL GOVERNMENTS 


Mr. Preston. What is the basis for 8 positions for “State and 
local governments” on page 127 ? 

Mr. Burgess. That is associated with this survey of advance pub- 
lic works plans. 

Mr. Preston. Who benefits from these figures, principally ? 

Mr. Burerss. This will be for principally the people in the Execu- 
tive Office of the President who are drawing plans, or thinking about 
looking ahead to an emergency in the future some time. 

Mr. Preston. For pump-priming operations ? 

Mr. Bureerss. If a pump-priming operation is needed, when we 
draw on it to make it effective. That is one area we could draw on. 

Mr. Preston. This isa stepped-up activity / 

Mr. Burress. This would be stepped-up activity. It might get 
into several billions of dollars that could be put in to advantage, as 
shown by these plans. 

Mr. Preston. I think if the pump-priming operation starts, the 
Congress will make a lot. of those decisions. 

Mr. Burcrss. Yes. This will enable the people in the Executive 
Offices to present a reasonable proposal to Congress. 

M, Preston. You have an increase of 4 positions for statistical 
abstract and special reports, on page 129. 

Mr. Buraess. Yes. This is associated with the work on making 
annual instead of biennial issuance of county business patterns. You 
will notice that some of the increase is under “Transfers to other agen- 
cies,” where we are asking something like $100,000 for this proposi- 
tion. Part of it is transferred to the Bureau of Old-Age and Survi- 
vors Insurance, to get work done on their records to tie into this. The 
four positions are all that are needed in our own organization. That 
is only part of the cost of the $100,000 proposition. 

Mr. Preston. You are charging some of this appropriation to 
Univac? 

Mr. Bureorss. The Univac is very much used in this job. 

Mr. Preston. How many Univacs do you have ? 

Mr. Burcess. We now have two. We have a contract for a new 
one underway, and that may come up in discussion of the perene 
money for the 18th Decennial Census. We need a new type electronic 
computer. Weare in the stage of negotiation there. 

Mr. Preston. Are you renting Univacs? 

Mr. Burerss. No, we are not regularly renting them at the moment. 
We did have to rent at times, getting through our economic census, 

Mr. Preston. They are not available for purchase; are they? 

Mr. Burcess. They may be purchased, but where we have a bulge 
in our work, we can rent one for a year or two, and purchase for the 
work that is going to continue with us. 


GENERAL ADMINISTRATION 


Mr. Preston. You are asking for 14 positions for “General adminis- 
tration” on page 133? 
Mr. Burerss. That is the increase for this appropriation in general 
administration, to give the personnel people and budget corps and 
898415744 
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certain other organizations that are necessary to carry the increased 
volume in the other work increases that we have been speaking about. 


DEFENSE READINESS ACTIVITIES 


Mr. Preston. On page 131, you are also seeking nine additional 
positions, 

Mr. Burerss That is correct. 

Mr. Preston. In connection with defense readiness activities 

Mr. Burerss. Yes. Would it be appropriate at this time to discuss 
that ? 

Mr. Preston. This has to do with bomb damage. Are all of these 
nine positions connected with that ¢ 

Mr. Buraess. Yes, sir. 

Mr. Preston. Isthe whole estimate connected with it ? 

Mr. Burerss. The whole thing is connected with those projects. 

Mr. Fioop. If the gentleman would yield, about half an hour ago 
on the floor, considering the independent agencies bill, the Congress 
just indicates that it does not see much of a problem at all, because 
we just struck out practically all of the funds requested by the Civil 
Defense Annee ation for a bomb structure—at least 90 percent 
under last year. It just seems curious that over in this room we are 

talking about ¢ $363 ,000 bomb damage and across the hall, half an hour 
ago, they said, “There is no such animal. Do not worry about it.” 

“Mr. Mueuter. Is that not bomb shelters? 

Mr. F.ioop. Bomb shelters, but it deals with bombs. 

Mr. Nietson. This is bomb damage assessment to industrial facili- 
ties. 

Mr. Fioop. I know. It deals with bombs. Across the hall we decid- 
ed, “There are not going to be any bombs.” 

Mr. Murtxer. I am glad Congress can do that. 

Mr. Froop. You do not know what crystal balls we have around 
here. 

Mr. Preston. Your request presupposes that people are going to 
be left alive and kicking. 

Mr. Burcess. We have thought about having somebody to replace 
us if a bomb should happen to hit the Census Bureau while we were 
there. We have begun to think about that, too. 

Mr. Preston. If a bomb hits here, I am afraid there will not be 
anybody left to take a census. Or if it hits New York, there will not 
be anybody left in New York to take the census. 

Mr. Mvetier. We have relocation centers at which all of this data 
will be stored. 

Mr. Preston. Theoretically, everybody is going to run and hide 
when they find out the enemy is coming. There will not be anybody 
who will get out, because the highways and bridges will be jammed 
and people are going to be killing each other trying to oa away. 
There will not be a anyone who escapes. 

Mr. Burarss. There are a number of possibilities in that area. The 
argument here is that it is worthwhile to think ahead, seriously, about 
what might be done to meet the various emergencies, 

Mr. Preston. Let us hear from the gentleman from ODM briefly. 

Mr. Horton. Mr. Chairman, I have just had two sessions with Dr. 
Gray, in particular with these line items, and he has reviewed Dr. 
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Flemming’s correspondence and action on them and supports Dr. 
Flemming’s request to Secretary Weeks and the Director of the 
Budget. These are the hard core of the projects that were left after 
we had done a lot of carving ourselves. These are the hard core of 
projects which it was felt could not be postponed in the present world 
situation until fiscal year 1959. 

In fact, those were Dr. Flemming’s words, that we could not afford 
to wait until 1959 to initiate this work. 

Actually, in an attack situation, there are two major differences 
with past situations: It is not only that the scale of damage is much 
greater, but the time within which you have to make effective deci- 
sions is much shorter. Otherwise, you have mass starvation and chaos 
and an uncontrollable situation on your hands. 

These four projects are vital to achieving a state of readiness in the 
Federal Government, to cope with an attack situation. The ODM 
does not attempt to do this work. The work is farmed out to the 
agencies that are best qualified to do it. The Bureau of the Census is 
best qualified to do the work in these four cases. 


EXPLANATION OF PROJECTS 


Mr. Presvon. Identify the four projects you referred to. 

Mr. Horton, The four particular projects are first: Project (a) 
readiness for postattack survey of large industrial establishments and 
other key facilities, something like 40,000 of them, which account for 
something in the neighborhood of 80 percent of the Nation’s produc- 
tion. We can make estimates of what has been lost, using computers, 
and aerial reconnaissance; but to really find out for sure what is left 
to the country, what the surviving resources are, we need to have a 
surface survey, people to get in on foot when radiation permits, and 
this project is for the purpose of obtaining a state of readiness. 

The forms could be distributed to safe locations, outside of target 
areas, and the action steps all outlined so that surviving Census per- 
sonnel would immediately proceed to see what is the fate of these 
establishments which have been at risk, and the process would be in- 
itiated immediately to get this information in for tabulation, so that 
we could see what we had left to work with. 

‘That is project (a). The second item is the preattack survey of 
the structural characteristics, covering about the same important in- 
dustrial structures. There is a lot of difference in what is required to 
knock over a reinforced concrete building or one with a steel frame 
or one that has a sheet metal outer wall in assessing damage, or in a 
preattack study of the problem to see what would happen if we were 
hit and what would be left. 

We need to know the structural characteristics of the building and 
some information on the equipment content of the most important 
industrial facilities of the United States. That is the second item, 
(db). 

Project (¢) deals with small manufacturing establishments, and by 
“small” I mean those which have less than 100 employees. We have 
reason to believe that the small manufacturing establishments are a 
little bit better dispersed than the large ones, and therefore, they might 
account for a relatively large portion of our surviving manufacturing 
capacity. : 
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Since they may have a better probability of survival, it is highly im- 
portant that we know how much is likely to be left of this very vital 
component of our manufacturing capability, and so, for selected prod- 
ucts, not all of the small plants—there are over 200,000 of these in all— 
but for those that are producing very vital products, this survey 
would enable us to get the locations and other data necessary to run 
hypothetical] attacks, to determine whether or not they would, in fact, 
make a major contribution to our postattack productive capacity. 
In event of an actual attack, they would be called upon to fill the gaps 
which were caused by loss of a larger fraction of the large establish- 
ments in the target area. 

Item (d) is the up-dating of basic statistical data on all of the 
facilities that are included in our inventory of productive facilities of 
the United States. We have stored in compact form on magnetic 
tapes the latest, most recent information collected by census on the 
production tne of most of the important industrial establish- 
ments of the Nation. It is vitally important that this inventory of 
productive capability, includimg employment, shipments, and types of 
products, be kept up to date, because in an attack situation, you do 
not have time to plan and take a complete census of manufacturers. 
What you have to do is to determine which facilities have been left. 
which have been eliminated, and then, from your basic records, you 
can draw conclusions as to what your surviving productive capabilities 
are. 

This project (d) is to up-date these records and keep them up from 
year to year. 


LENGTH OF PROGRAM 


Mr. Preston. This is not a l-year program is it? This is the be- 
ginning of a program; is it not? 

Mr. Horron. Some of these projects, once done, will last for con- 
siderable time. The updating, project (d), is annual. The largest 
item there, structural characteristics, project (b), once done, will re- 
quire only that new structures be surveyed from time to time, since 
there is not a turnover of types of structures every year. That is not 
an annual problem. 

Mr. Preston. How many years do you think it will take you to 
accomplish project (b) ? 

Mr. Horron. On the cost and time requirements, I would prefer to 
defer to Census, .Mr. Chairman. 

Mr. Preston. Allright. Doctor, do you know? 

Mr. Burerss. I think Mr. Kehres is in touch with that. 

Mr. Kenres. Our plans would be that on item (b) we would accom- 
plish the objective here, as laid out to us by ODM, during fiscal year 
1958; that is, actually making a nontechnical structural survey of 
establishments in the field, in accordance with the specifications. 
That would be a combination mail and enumerator followup. 

Mr. Foon. Will the chairman yield? 

Mr. Preston. Yes. 


Mr. Fioop. Why couldn’t this be absorbed by the Secretary of De- 
fense? I have no objection. This is probably of great public value, 
but if this is going to be a continued performance, of $100,000, they 
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have money coming out of their ears. They contend they do not, but 
I think they have. Why should this be sent to this shop in Census 
for two or three hundred thousand dollars when in case of enemy 
attack, when this would become operative, there may be a condition 
of martial law—I hope not, but you cannot tell, but if the attack is 
to be of the nature the Defense people themselves tell me it will be, 
with atomic and hydrogen guided missiles within 30 minutes of us 
within the next 5 to 6 years, why should this not be borne by the $38 
billion budget of the Department of Defense, rather than paid for 
by us here? 

Mr. Mveiirr. May I attempt to answer that, sir? 

Mr. Preston. Yes, sir. 

Mr. Mvetier. The Office of Defense Mobilization evaluated two 
complete plans, based on the assumptions, which is classified material, 
and I will not go into that, except as to say that there are various re- 
sponsibilities that are delegated to certain agencies. 

Certainly this is a matter of defense, but the agency that is peculiarly 
well qualified to do it is the Bureau of the Census. 

Mr. Foon. Mr. Secretary, I am not talking about that. Of course 
that is true, but why does not Defense pay for it? 

Mr. Mveuuer. It will be merely a matter of whether it gets into the 
Defense budget. 

Mr. Fioopv. I want them to absorb it. I know all about that busi- 
ness. You heard what I said. Certainly nobody can do this as well 
as the Census people, but I am speaking of the absorption of funds 
by Defense in its magnitude, when you come here. This is a sizable 
figure to us in the Commerce Committee. Has that ever been ex- 
plored / 

Did Dr. Flemming inquire, do you know? What does Mr. Gray 
think about that? 

Mr. Horron. The current status, Mr. Congressman, is that the 
Department. of Defense has supported the collection of data, which 
are directly related to war-supporting production for munitions, but 
we are concerned in this situation primarily with survival. The 
weapons of war are so powerful now that there is an increasing belief 
that a large part of the action may be fought out of existing stocks at 
the time it begins—the military action. But you cannot survive out 
of stocks; you have to survive in the long run out of production. 

Consequently, this is over half—well over half—planning for sur- 
vival-type productive operation. 

Mr. Fioop. I will settle for half. Why do you not ask them to pay 
for half of it? 

Mr. Horton. They have paid for-— 

Mr. Foon. Half of this. 

You mean to tell me you cannot call up Mr. Wilson and get $130,000 
over there? If he cannot find it, I will find it, in 20 minutes. 

Mr. Horron. We have tried that, Mr. Chairman, and have suc- 
ceeded where it was directly related to munitions production. 

Mr. Fioop. The Appropriations Subcommittee for Defense can find 
it for you in 30 seconds; $130,000—it is hard to get. a general you can 
discuss such a small sum with. 

Very seriously, it seems to me that they should pay their way here. 
You should do some bookkeeping with them about that. 
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Mr. Horton. In my opinion, sir, they have been paying their way. 
We do not have a record here of their contributions to this program. 
They have a vital interest in the damage assessment program. They 
are supporting a large portion of the damage assessment program, the 
portion which is related to their activities. 

Mr. Fioop. How much of the program before us this minute should 
be borne by them because it was in direct relationship to their activi- 
ties ¢ 

Mr. Horron. I would say none, sir, because there are jobs which 
have to be done in processing the survey of industrial facilities to de- 
termine what is required to knock them down. The questionnaires, 
once they are collected and are brought in, will have to be processed, 
and we are looking to the Department of Defense to absorb the proc- 
essing of these questionnaires. 


NEED FOR INFORMATION ON STRUCTURAL CHARACTERISTICS OF BUILDINGS 


Mr. Fioop. Do you duplicate the Business Defense Services Ad- 
ministration in any of these programs, or do you duplicate any of the 
plant-site examination by any of the procurement agencies of the 
BDSA? 

Mr. Horton. No, sir, we are in daily contact with the other agen- 
cies, particularly BDSA. 

Mr. Fioop. Do you want to spend a lot of money for X number of 
years, as my friend out in back there tells me, to find whether a build- 
ing is made out of cement, and the size of the I-beam and all of that? 

Is there not information available in the plant inventories that we 


could spend millions of dollars on for at least 12 years? Why have 


we not spent this money to get this information, or why do we not 
have it available already and why can you not tap that? 

Mr. Horton. All I can say is, to answer the question of fact, we 
have exhausted the existing records, and we find that there is not ade- 
quate information on structural characteristics to estimate what the 
buildings are made of, or what it would take to knock them down. 

There is practically no information available on plant structural 
characteristics. 

Mr. Snetury. Is there any standard required of any of these indus- 
trial firms when they first start building for this eventual problem ? 

Mr. Horron. Submitting this information when a new one is 
started ? 

Mr. SHettey. Yes. 

Mr. Horton. There is not in existence any program for requiring 
industry to submit detailed information on structural characteristics 
at the time that it starts building a new structure. 


NEED FOR CENTKALIZATION OF PROGRAM 


Mr. Foon. I am trying to correlate this octopus. We have a defi- 
nite program on decentralization. We have a definite program in 
Defense and-other areas, of advising new industries where to locate, 
how to disperse the component buildings of a plant, when they do lo- 
cate, all predicated upon this concept of atomic and hydrogen warfare. 

It has been going on for 10 years. There are hundreds of employees 
and thousands of dollars involved in it, with great publicity and 
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public experts writing about it for the benefit of the public. Now you 
come along, and I am very fond of Flemming, but now you come along 
with a sound idea, but is there someplace where this labyrinth of in- 
formation on post- and prebombing attack is being coordinated in some 
one agency, so in 5 years we can avoid this frightful duplication of 
running off in a dozen directions. 

You are so close to doing what at least 3 other fellows have been 
doing for 10 years. 

Mr. Horton. I think, sir, this program is at present being ade- 
quately coordinated by the ODM, and the other principal agencies, of 
course, Department of Defense. 

Mr. Fioop. Do you not think Mr. Shelley’s question has not been 
answered at all? If these things are important, do you not think 
you should say to Mr. Rooney at your central office, “Do not build 
that building there; build it in Wilkes-Barre,” or say, “If you build 
it in Brooklyn, we suggest you build it this way as part of our pre- 
bombing and postattack program,” or are you not going to bother with 
him at all, and after he builds it, go down and report on it? 

Mr. Preston. We have strayed away, I think, from what we are 
trying to ascertain. 

Mr. Froop, What is that? 

Mr. Preston. Whether or not we are going to permit the Census 
Bureau to collect this data. That is the issue. 

Mr. Fioop. I am concerned about paying for it. Should Defense 
pay for it? 

Mr. Preston. We have gotten into that. We are going into speci- 
fications for industrial plants, something the Congress will never 
pass a law on. 

Mr. Froop. This man told me that is one of the things he will look 
for if he gets this money. 

Mr. Preston. That is right. He is not going to tell a manufac- 
turer how thick his walls are going to be and he never will. 

Mr. Froop. That is right. We should give him the advantage of 
this information and hope and pray he might. You cannot tell him 
what to do, but he has a right to know it. 

Mr. Preston. I think we had better continue with the line of ques- 
tioning, and then anything of this nature we will go into later. 

Mr. Froop. Let me come back to the question then. 


COSTS INCURRED BY DEPARTMENT OF DEFENSE 


Are you going to ask Defense to pay for any of this, or do you not 
care? That is the question now. 

Mr. Horton. We have asked Defense to pay for it. They are pay- 
ing for a large portion of the damage-assessment program. They are 
absorbing a large part of the cost. 

Mr. Fioop. Will you place in the record what part of this cost is 
being borne by Defense, and why, at this point? 

Mr. Horton. Yes, sir. 

(The information is as follows:) 

The total costs incurred by the Department of Defense for the fiscal years 


1954-57 are estimated at $292,300, exclusive of certain vital projects undertaken 
by the Department of Defense in this area for its own special purposes. 
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INCREASE IN ADMINISTRATIVE PERSONNEL 


Mr. Preston. Dr. Burgess, you are adding 72 positions in, 1958 for 
salaries and expenses. Fourteen are administrative. This means 
one-fourth of your employees will be in the administrative activity. 
Is this not out of balance, as against your program generally ¢ 

Mr. Burerss. For total permanent positions in 1958, the ratio is 
about normal, 1 to 7. 

Mr, ALExanper. The increase is about 14 percent, in dollars. . The 
positions here are the permanent numbers. We do have relatively 
more permanent administrative people that stay on to service the vari- 
ous programs. 

The employee figures on our work program involve large numbers 
of temporary and part-time people who have to be served by this 
administrative staff. On the Seale of these permanent figures alone, 
you do not see the relationship with temporary employees. 

Mr. Preston. Temporary employees ? 

Mr. Burerss. That is right. 

Mr. Preston. This increase in administrative positions related, I 
suppose, to the people you requested for planning the coming cen- 
suses / 

Mr. Avexanper. Not these increases on page 133. These are for 
the additional programs on salaries and expenses, and the money 
would be needed here only if the additional programs under “Salaries 
and expenses” were approved. 

Mr. Preston. Do the 14 positions that you seek here for adminis- 
trative purposes have to do with your routine program that you 
normally conduct, annually ? 

Mr. Burerss. That is the current program. That is, this is for the 
increase in the current program. 

Mr. Preston. That you are requesting ? 

Mr. Bureess. That is right. 

Mr. Avexanper. The administration money is not needed if the 
programs are not approved. 

Mr. Preston. Yes, sir. 


PERMANENT EMPLOYMENT AND OBLIGATIONS 


How many positions are filled at present ? 

Mr. Bureoess. We have the last column here, 142 in the adminis- 
trative. 

Mr. Preston. For total salaries and expenses. 

Mr. Burcess. About 1,100, I guess. 

Mr. Atexanpver. According to these figures, 1,107 permanent posi- 
tions that are presently filled. 

Mr. Preston. As of November ? 

Mr. ALExANbER. 1,107 is the December 31 figure. 

Mr. Burgess. That is on page 115. 

Mr. Preston. Is that the latest date you have? 

Mr. Burgess. Latest date available when this was made up, I be- 
lieve. 

Mr. Atexanper. I have the number for February. It is approxi- 
mately the same. I believe it was 1,106 for February. This is just the 
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permanent number. Total employment estimated as of the end of 
December was 1,547 and at the end of November, 1,737. 

Mr. Bureerss. That 1,737 here includes 630 temporary, or “other.” 
They are not permanent. 

Mr. Preston. What is your 1957 obligation to date? 

Mr. Atexanper. As of the end of February, salaries and expenses, 
$4,681,000. That rate of obligation will go up some as we move into 
the annual survey of manufactures, annual survey of retail trade and 
the annual summaries we prepare in foreign trade statistics. 


CENSUSES OF BusINESSES, TRANSPORTATION, MANUFACTURES, 
AND MINERAL INDUSTRIES 


Program and Paancing 


1956 actual | 1957 estimate | 1958 estimate 


——————— — - 


Program by activities: | 
; eee OR MG i 3 5.. SCL Les $60, 110 | $734, 488 
. Census of transportation DP cacoutadatan. a eee 322, 090 
3. Census of manufacturers-______.__-- Loe a ; 4 46, 125 441, 225 
. Census of mineral industries... -___-- ddan | 25, 345 | 120, 618 
«CRUE ME ONIN 8 55 oo ss cs cnapiwensepyeuyscsoaplawecahanccess) 18, 420 | 226, 579 


Total obligations._....._._...-- pinihieiesalennma eran tan mene 150, 000 1, 845. 000 








Financing: Appropriation. -............_-- ] ; . 150, 000° j 1, 845, 000 


sattialtntsae by pay 


j 
} ‘ asian : 
| 1956 actual | 1957 estimate | 1958 estimate 


Total number of permanent positions 
Full-time equivalent of all other aan 
Average number of all employees. 
Number of employees at end of ye ar. 


Average salaries and grades: 
General schedule grades: 
Average salary -.- _- : : | $5, 108 $5, 104 
Average grade_._.__. ; Jomo : GS-6.5 GS8-6.4 
Ungraded positions: Average salary --- isibesgaiginanninde } $4, 423 | $4, 423 
Personal services: 
Permanent positions__..- ‘ ‘ panne , $136, 373 | $546, 175 
Positions other than permanent a oie i onal 947, 498 
Regular pay above 52-week base-___- Feskeenseusl ‘ tg U>8sh 2, 101 
Total personal services___- ; ; “136, 373 | 1, 495, 77 
Travel jaime - ; ‘ i 3, 761 66, 678 
Transportation of things... ; ka 13 3, 774 
Communication services. _____- Risa 4, 986 36, 598 
Rents and utility services..........._._-- | 413 26, 358 
Printing and reproduction._____-- ‘ — : 766 71, 874 
Other contractual services... _- iceraitataipendpicti | hati 708 26, 716 
Services performed by other agencies_._.__-._- Rae tede 238 2, 397 
Supplies and materials___________-__- dire ed ahd , 699 | 33, 175 
Equipment-.-_- a rales ; ied 288 7, 714 
Grants, subsidies, and contributions: Contribution to 
retirement fund... kanes eebnaesn . ats 65, 000 
Refunds, awards, and indemnities . : aeearel 59 
Taxes and assessments... ; : | 696 8, 323 
| 
| 
| 


Total obligations. .-- 150, 000 | 
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Budget authorizations, expenditures and balances 


| 1956 actual | 1957 estimate | 1958 estimate 


| 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation -_____-..- 


$150, 000 $1, 845, 000 
Obligated balance broug g-- 


- 15, 000 


150, 000 | 1, 860, 000 


Total budget authorizations available -__-_-- 7 


EXPENDITURES AND BALANCES 
| 
Expenditures— 

Out of current authorizations. -___- 


135, 000 
Out of prior authorizations--. 


1, 666, 000 


| 15, 000 


Total expenditures._-. i 
Obligated balance carried forward - - 


Total expenditures and balances. 


135, 000 
. 15, 000 


150, 000 


1, 681, 000 
179, 000 








1, 860, 000 


Mr. Preston. The next item is 1958 “Censuses of business, trans- 
portation, manufactures, and mineral industries,” found on page 15 of 
the committee print, page 138 of the justifications. We will insert in 
the record pages 138 and 139. 

(The justifications referred to follow :) 


1958 CEeNsuUsEs OF BusINEess, TRANSPORTATION, MANUFACTURES, AND MINERAL 
INDUSTRIES 


Summary of requirements 


Appropriation, 1957........--- 
Base for 1958 
Net difference—1958 over 1957: 


By activity 


Census of business 

Census of transportation ‘ 
Ne | 
Census of mineral industries... ...............- iteadwadl | 
General administration 


Gross requirements_-.....-- dinthndanviwkoase | 


Requirements 
1957 
adjusted 


| Difference, 
___jincrease (+-) 
| | or de- 
1958 crease (—) 
| estimate 
— antenatal $$ ____— 
$734, 488 +-$674, 378 
322, 090 | +-322, 090 
441, 225 +395, 100 
120, 618 | +-95, 27: 
226, 579 | +208, 159 


_ 


150,000 | 1,845,000 | +1, 695, 000 





Total estimate of appropriation, 1958 


. $150, 000 
150, 000 


1, 695, 000 


1, 845, 000 
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INCREASE IN PERSONNEL 


Mr. Preston. This shows an increase of $1,630,000, excluding the 
estimate for retirement contributions. Will you discuss, please, the 
additional positions proposed on pages 140 and 141? 

Mr. Bureess. It is to be noted that we have additional positions, 
as stated in the column “Average number of all positions,’ much 
larger than the maximum number of permanent positions, because 
of the need for temporary employees for the censuses of business, 
transportation, manufactures, et cetera. This is all needed for the 
preparatory work for these various censuses or, in connection with the 
census of transportation, for some actual enumeration in the first 6 
months of calendar 1958, including 1958 and fiscal 1958. That is, the 
census of transportation involves certain work in the collection of in- 
formation from people using trucks, for instance, which they would 
not have in their minds unless they were asked ‘at the end of each 
month to make a report on it, so that there is certain current work 
required, as well as preparation. 

Mr. Preston. In what year would this census be taken? 

Mr. Bureess. This would be taken as a whole to cover the calendar 
year 1958; that is, transactions in the calendar year 1958. The actual 
taking of the census, in the main, would be in calendar 1959. This 
is the preparatory work, primarily. 

Mr. Preston. But the taking of the census is in 1959? 

Mr. Bureess. Yes, except for this matter about part of the trans- 
portation census. The preparation for these censuses, you see, requires 
working out the questionnaires, getting an understanding with various 
types of business and industry as to the sort of information that is 
needed, to the extent that it differs from what has been collected 
before, and getting the processing forms and the questionnaires de- 
signed. A tremendous amount of work has to be done before actually 
we sent out the questionnaires. 

Mr. Preston. Doctor, it is costing a lot more money now to make 
preparation for censuses than it used to. 

Mr. Burerss. I think this, in comparison with the previous censuses 
of business, when we make the comparison with what. has been done 
in the previous business and manufacturing census at this time—we 
have the figures 


PRIOR PREPARATORY APPROPRIATIONS 


Mr. Avexanper. In preparation for the 1953 census, which ended 
up being deferred a year, $200,000 was appropriated in 1952, as com- 
pared to $150,000 we received in 1957, the current year; $1,390,000 was 
appropriated in fiscal 1953. This is in excess of that, largely, by addi- 
tion of the census of transportation. 

Mr. Preston. You might break even on this one, but there is some 
doubt about the next one. 

Mr. Burerss. We will see when we get there. This is about in line. 
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CENSUS OF TRANSPORTATION 


Mr. Preston. Where does the demand come for this transporta- 
tion data ! 

Mr. Burcess. This was reviewed by the Under Secretary for Trans- 
portation. He assigned a group of his staff to review the attitude 
toward the various parts of such a possible census of transportation, 
and the report was prepared. I have a copy here. This Program for 
a Census of Transportation we could make available. I believe we 
have copies that could be passed in for the record, if you wish. 

On reviewing that, we should bear in mind the way it is put im the 
basic Census Act. on this matter of the census of tr ansportation, that 
it should not duplicate information that is available from other 
sources ; on railroad transportation, for Instance. That has been done 
in devising the plans, which lar gely will us sampling methods. 

Mr. Preston. The estimated cost of the census of transportation 
would be what ? 

Mr. Burgess. $1,200,000 total. We are asking for $280,000 for the 
fiscal year. That is a large portion, partly because of the point that 
I was making. Some of the samples we have to get month by month 
as we go along. 

Mr. Preston. And there will be four installments ? 

Mr. Avexanprr. Are you talking about money / 

Mr.Presron. Yes. 

Mr. Atexanper. This and three more. 

Mr. Preston. Is there a widespread demand for this, or is this just 
the Under Secretary of Commerce’s suggestion ? 

Mr. Burerss. There is a very substantial demand by the various 
people who are associated with the transportation industry, Some 
Government agencies will find it helpful to have it. 

Mr. Muretier. There was an interagency committee that studied this 
whole problem with the Bureau of the Budget, which has the respon- 
sibility for statistical information in the Federal Government. After 
« complete analysis of the situation, they came up with this recom- 
mendation. You see, the trucking industry has been a rather loosely 
organized industry, and the statistics on the amount of freight carried 
by trucks and the manner of its transportation has not been available 
at all. T think that is one of the main areas in which surveys will be 
made. Of course, we have the increasing importance of air trans- 
portation, not only from the standpoint of passenger travel but of 
freight. It is not known exactly how many people are traveling today 
and why. Ithink this will develop statistical information that will be 
of great value, and not only to the industries involved but to the 
Government as a whole. 


COST OF GENERAL ADMINISTRATION 


Mr. Preston. Is not 14 percent of your operating fund a terrifically 
high figure for the administration of this? 

Mr. Burcess. Around that percentage is characteristic. 

Mr. ALExANpER. We have not found it excessive. It just covers the 
cost. There are some things about the Bureau of the Census that are 
different from other agencies of the Government. 

The Bureau of the Census maintains its own telephone switchboard. 
In this percent, we have miscellaneous penalty mail and in total 
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$240,000 of other objects. This is not all salaries of people. Page 
159 of the justifications gives a summary of the total administrative 
expenses of the Bureau, all funds, all appropriations, a comparison of 
1957 and 1958, and sources of financing that make this up, which is 14 
percent of nonadministrative, or 12 percent of the total. We have 
very large numbers of temporary people who work part time in the 
field, around 1,000 in total. Their payroll problems are different from 
the ordinary payrolling problems. Many of our other administrative 
costs are necessarily very high. Our Personnel Division costs, for 
example, are high because of the tremendous turnover in staff. We 
are always hiring and firing, and seeking temporary people we cannot 
even get from the civil-service registers. It is not a question of just 
asking the civil-service people to send us a list of names. These are 
the costs that we have found it takes. This has been gone over and 
over by us and others. We have adopted every standard we can to 
keep these costs in line. 


EMPLOYMENT ON ECONOMIC CENSUSES 


Mr. Preston. In this operation, what is your present employment ? 

Mr. Bureerss. Do you mean the total Bureau employment 4 

Mr. Preston. In this particular census. 

Mr. Bureess. Do you mean the general administrative services? 

Mr. Preston. I want your full employment for the Census of Busi- 
ness, Transportation, and so forth. 

Mr. Atexanper. We had 380 people in December. 

Mr. Preston. I want to know whe your present employment is in 
this census you are planning now to take in 1959. 

Mr. Atexanpver. That is just getting started. We had 380 people 
finishing the old job. We expect to keep only 46 this year for the new 
job. 

Mr. Preston. How many people do you have employed out of the 
money we gave you for 1957 for this census? I am speaking of the 
$150,000. 

Mr. Arexanper. These are the same people who are finishing the 
1954 census this year. It is just about finished and we expect of the 
380 who were working on the 1954 job only 46 will be working by the 
end ofthe year. Atthe moment there is only a handful. 

Mr. Preston. You have not spent any of the $150,000 then ? 

Mr. ALExAnpeR. Very little. 

Mr. Burerss. We have 314 months to go. 

Mr. Preston. You will get busy. 

How much of this sum that you are requesting for 1958 will you 
spend during 1958 ? 

Mr. ALExanDER. We expect to spend it all. 

Mr. Preston. Are there any questions on this particular census? 


ATR-CARGO COMMODITY MOVEMENTS 


Mr. Froop. I am not clear how this operates. On page 145 you 
have in your list of services “Air-cargo commodity movement.” 
That would benefit a very limited group of citizenry, would it not? 
Would not that information go to a very limited part of our commer- 
cial or industrial world? Iam just wondering. You are a service or- 
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ganization and so is your shop. But with all of these special services 
being demanded and given, what thought have you given to having 
them pay in some way part of this cost, or is this just pure service ? 

Mr. Bureess. We have some people who want to get the genera' 
plan, the general basis of distribution—in this case the transportation 
of air cargo. 

Mr. Fioop. The air-cargo people want to know what is going on. 
It is more than that? 

Mr, Burgess. The Under Secretary of Transportation, for instance. 

Mr. Fioop. He would want to get the information for them ? 

Mr. Burcess. He would want to find out the different means of 
transportation. I have seen some figures that say so much of the cargo 
moves by air, so much by truck and so much one way or the other. 

Mr. Froop. I am not picking just on the air-cargo people. When- 
ever some narrow, limited segment of our commercial world needs 
some vital information they go to the Department of Commerce and 
the Department of Commerce goes to you, and the mountain must 
then oe and the wheels of Government clink, grind and produce 
this mouse of information. Do you not think they should be paying 
more than a mere pittance for it, or should they? What is your 
philosophy ? 

Mr. Mouetter. I think you are entirely right if it were confined 
purely to the air-cargo carriers. But I think the thought behind this 
is there is a growing field for the transportation of a lot of commodities 
by air that we have no knowledge of at all. I think it is of general 
interest. to a lot of retailers and a lot of manufacturers which com- 
modities at the present time can be economically carried by air. 

Mr. Fioop. Do you think that is what generated this program ? 

Mr. Muettrr. Yes. I do not think it is generated by the air-cargo 
people who are very limited. I agree with your philosophy 100 per- 
cent, and everyone in the Departments knows that I think when there 
is a specialized service it should be paid for by those people who bene- 
fit from such service. 


PASSENGER TRAVEL STATISTICS 


Mr. Fioop. Under point 2 I see that you are going to have somebody 
go up and knock on Mrs. Jones’ door and say, “Good morning, Mrs. 
Jones, when you travel how do you travel—when, why and where?” 

What is the thing in back of that? Why household sampling? 
Are you going to have enumerators running around doing that? 

Mr. Burcess. We are regularly canvassing households, 35,000 a 
month, for employment and unemployment figures. We can take on 
another question or two. 

Mr. Fioop. Just another question ? 

Mr. Burcess. We can get the information with much less effort than 
other people can. We have tests on these things. 

Mr. Fioop. Can somebody just call up and say, “When the enu- 
merators go out on the Fourth of July have them add the following 
three things if they are not busy?” Is it that type of operation ? 

Mr. Burcess. The request has to come through more formal 
channels. 

Mr. Fioop. You know what I mean. 
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Mr. Burerss. We do look to see if the thing asked for is of general 
interest to a number of people rather than a particular group. The 
thought in back of your mind is part of our method of operation. 

Mr. Fioop. I am not trying to knock your case out of court. I 
just wondered about this. 

Mr. Grieves. There is a trial run of this project presently underway. 
It is being financed by private organizations. The questions have been 
worked out very carefully. I would like to comment for a moment 
if I may on some philosophy back of it because I think you have a 
real point in connection with the problem of trying to decide when 
these things are properly part of the Federal program. You have 
here a phenomenon of travel in this country that has its influence on 

many, many businesses and people. This project will cost approxi- 

mately $150,000. 

Mr. Froop. My friend, there are 1 million things for which Con- 
gressmen drop bills in the hopper for every day. ‘Tf we paid money 
out from the Appropriations Committee for every bill that is in that 
hopper you would have no idea what things my colleagues could dream 
ep. They do not get their bills and they do not get their mone y. Ifa 

Congressman ¢: unnot get his bright ideas paid for, why do these fellows 
get thein S pale for at $1! 50,000 an idea ? 

Mr. Grinves. As we see it, after looking at suggestions that come 
in by the score, , this program represents an attempt the Under Secre- 
tary made to develop a rounded program that would fill in the chinks 
in the transportation picture that were judged to be most important. 
This is the result of a screening process. We now bring it to your 
committee and simply say we think this is worth w hile. It is the 
culling of a large number of suggestions. We think that it would add 
greatly to the understanding of the American people if done every 
five years. 

Now, this is our judgment. That is all. 






























SIGHTEENTH DECENNIAL CENSUS 





eran and Sprang 


| 1956 actual | 1957 estimate} 1958 estimate 





Program by activities: 
Decaidticks auleen $1, 125, 069 


1. Census of population.............-...-...-- sn a ie a 








pen ee heh enact dibicn kde de id Li (i135... Bi. 205, 276 
he I 6s occult cnn as eeeadeas <qenmib enone Leaner cael |- onsite tenia 424, 037 
4. Electronic equipment.--............-.- Seberdsena ne eeaian iraxeparka sce sielaie irhamaicn aaa Mee tn ao 2, 093, 250 
5. General administration._.________- : — 252, 368 










Total obligations................2ecle eee eed. Mie Jeo oe. a 4, 100,000 





Financing: Appropriation. --.__--- scunavenacaucnspeccuqatancsfacesast tee ee 4, 100, 000 
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Obligations by odjects 
| 1956 actual | 1957 estimate | 1958 estimate 
| | 
97 
278 
| 353 
fs 399 
Average salaries and grades: | pe 
General schedule grades: 
io arin geite tsar candicsacascckdnelopandeatenetertetosa ‘ $5, 104 
AGED SINS Scie nattindhabewe en seneddaatedboscenny Scandal ne ean ack bare ai Gi aainainentein | GS-6.4 
Ungraded positions: Average salary.....---......--------- T datsink Sisko nabremheneescsteh : $4, 423 
01 Personal services: | | ae ae 
Permanent eng aco+--2-------------------------- |-------------- Jon -o-ceneme nes $429, 873 
Positions other than permenent.. inenicqandcne tkvennelawieurawe sce aes eonicnahiaal 1, 230, 513 
Regular pay above 52-week base. _-.-..-------_-_____- Riacwecaaie stant eauie mann | 1, 467 
TORE PPO BUT OIUEE. saab vodh'-ccscdcesesesestens Pid ieseeeee. Sopp neamueswea a 1, 661, 853 
I a el teil ales nin atanee whi deabiancaigramane hiesamalewwanten Sicctaipiieiieiniatia cial 135, 230 
04 Communication services..........---.----.--------------- Rise eens Sea oper soaat 18, 554 
05. -Rente-end- utility. services................................. Sacnaainiannasinndiy piibalishiisieiinradinatal 36, 307 
i, eRe SU SUOCIEINE, is dcikwedeen nina vnnuniscnneenwas Loses cupbeaon tensa enaieeae «| 74, 311 
07 Other contractual services__-........-- aaa ke Sarceprasntaranens _ ends Lines | i Meeacnencanaswiase-sie 10, 121 
Soeriers Pemeteees Sy NOR on aew th ceewneedd ens ehuacadsae te iodcoscasnu 120, 000 
08 Supplies and materials._-.--...- ess Aen aichens hiner elg a ea dita 5 OND i 36, 587 
Oe / PE cLshbenareanccancéaes= piece Mapieapcaies himetuaeniman 1, 944, 337 
11 Grants, subsidies, and contributions: Contributions to re- 
tirement fund. .....-............--. iia ennai daha a ee hkde heise a SeteetaticninaNeteien 50, 000 
Sy OE EG IEE aninniiGutnietbatnanasinenpunaneousind liscuabancomadae lamaaindeamewint 12, 700 
PU isis cenctstcsnctimesserntemiisngeeiona |--- wae apisita iepeneed ads | - 100, 000 
Budget authorizations, expenditures and balances 
| a 
| 1956 actual | 1957 estimate | 1958 estimate 
—_—- _ —-- — — — | - — Pia — 
BUDGET AUTHORIZATIONS AVAILABLE | 
NTI cS iictiekinniconnswelalindtinh knlnahsmnintciaitintinnshtutste dala cuanadaledaun Ndcsienieeiataninaiie | _, 100, 000 
EXPENDITURES AND BALANCES i) iil oa a 
Total expenditures (out of current authorizations) .........._- is idle eabeb ented Bred 3, 525, 000 
Obligated balance carried forward._........-.......--- sebicenctocas ---|-------------- 575, 000 
— —---— -—— eee ee 
Total expenditures and balances--__..................... | Lbaeeeaseanee Pidcideuiaitiritaales 4, 100, 000 
! 


Mr. Preston. The next item is the 18th decennial census, appearing 
on page 17 of the committee print and page 149 of the justifications. 

We will insert pages 149 and 150 of the justifications in the record at 
this point. 


89841—57 45 








704 
(The pages referred to are as follows:) 


EIGHTEENTH DECENNIAL CENSUS 


Summary of requirements 
Appropriation, 1957 ‘ ieibiiitilesieaee 
Base for 1958_. 


Net difference, 1958 over 1957: 





Requirements Difference, 
increase (+) 
By activity or de- 
1957 1958 crease (—) 
estimate estimate 


Census of population aa ia _.| $1, 125, 069 |+-$1, 125, 069 
Census of housing---..---- EP dkdes seabbhe woe pokes 205, 276 +205, 276 
Census of agriculture es nap ocala 424, 037 +424, 037 
Electronic equipment-._____- . apabiniek ti aaeaaween 2, 093, 250 | +2, 093, 250 
General administration. -_- 252, 368 | 4-252, 368 


Gross requirements | 4, 100,000 | +4, 100,000 4, 100,000 


Total estimate of appropriation, 1958._...- PERabad bivaaddetetatebion tis hin aaigenteetnaniene 4, 100, 000 
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LEGISLATIVE AUTHORITY 


Mr. Preston. This is a’request for $4,100,000. What are the pro- 
visions of the basic act concerning the census ? 

Mr. Borcrss. I am not sure what you have in mind, It is a require- 
ment that we shall take a census of population, housing and agricul- 
ture in the years ending in zero. We have a proposal that the agricul- 
ture part would be in the fall of 1959 for convenience, That has not 
been actually passed by the Congress. It is provided that there shall 
be a census in each of the three fields that I mentioned. Some of the 
specifications are indicated by law; others are taken in line with 
previous practice. 

Mr. Preston. This is the most important census ? 

Mr. Burcess. This is the most important. This is the one that the 
Census Bureau was developed for. The Bureau was not established 
until 1902, but the census goes back to 1790. 


NEED FOR ADVANCE TIME FOR DEVELOPING CENSUS 


Mr. Preston. Why is so much advanced time requested to develop 
this census? 

Mr. Burcess. You will notice that the electronic equipment is over $2 
million. We have to put in the order very shortly. In fact, we are en- 
gaged in negotiations right now. We have to put in the order shortly to 
get the equipment and get acquainted with it before we take the census. 
That is one of the main itenis. 

‘Now, the other thing, we have to explore with the people who have 
used the population census to see what improvements they believe 
should be made, what changes should be made. We look hopefully 
for some things they are willing to drop that have been asked for in 
previous years. We do not get many suggestions of that sort. We 
are exploring, as I indicated before, the places where we can use 
sampling rather than complete enumeration to try to keep down the 
expense. 

Our examination of our 1950 census showed us that there was an 
undercoverage. From taking a postenumeration survey we found 
a shortage of around 2 million people existed, people who had not 
been enumerated. We want to examine that question to see what 
improvements in methods can be made to give us more complete cov- 
erage. We suspect some of the failure to cover is because of people 
on the move, young men who have not settled down, people who live 
in the backwoods, and people who live in dwelling units who may be 
violating the zone ordinances. There was a shortage and we want to 
examine that. 

There is another question that has come up for study with regard 
to local transportation. It would be a good idea to know the relation 
between where people live and where they work. We find in England 
they have made studies like that, but we have never done it systemat- 
‘tally in this country. Those are just possible lines of investigation. 
We can only decide about those by having meetings with our advisory 
groups that we have established already. 

Mr. Preston. Between you and Dr. Kinsey there are not going to 
be any more secrets left in this country. 
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Mr. Burcgss. I am not very familiar with Dr. Kinsey’s special field, 
but I believe that we will find that people are willing to tell us a 
great many things if tactfully approached, We find that there are 

eople that are guided in their personal planning, or city planning, or 
usiness activities by this information, It turns out to be very valu- 


able in some cases and supplemental items might also be useful to them 
if properly organized. 


PLANNING FOR THE 1950 CENSUS 


Mr. Preston. In 1948 when you were planning the 17th decennial 
census, you were appropriated $200,000 for that period. This year 
you are asking for $4,100,000. 

Mr. Atexanper. That $200,000 was the amount appropriated for 
the fiscal year 1948. 

Mr. Burcess. The situation has changed. 

Mr. Preston. Tell us how it has changed. 

Mr. Buragss. I would like to ask Mr. Taeuber. 

Mr. Tarvuper. There are two major changes here. In the 1948 
budget for salaries and expenses there was an item for general census 
planning, I believe it was called, which the Congress saw fit to remove 
and we no longer have that. So our figure for 1948, if we were to add 
this other item to it, would be more on the order of $750,000. 

Mr. Preston, You did not get it; did you? 

Mr. Tarver. It was available because there was another item under 
“Salaries and expenses,” so actually we were in a position to devote 
that amount of money to planning during that fiscal year. 

Mr. Preston. You just did not call it planning for the 17th de- 
cennial census; did you? 

Mr. Taruper. Perhaps Mr. Alexander can give you the exact title. 

Mr. Atexanper. In the fiscal year 1948 and 1949 there were signifi- 
cant reductions in salaries and expenses for the Bureau of the Census, 
and it was this planning staff largely that had to go. 

Mr. Preston. Did you have the planning staff in the fiscal year 
1948 ? 

Mr. Taruser. Yes. 

Mr. Preston. In addition to the $200,000? 

Mr. Taruser. Yes. 

Mr. Preston. That would bring you up to $750,000. That still 
leaves a difference. 


DIFFERENCE IN THE 1960 PLANNING COSTS 


Mr. Taruper. $2,100,000 of this is for the purchase of electronic 
equipment which is of a different order. That, does leave us a dif- 
ference of $1,300,000 on planning for the census. Part of that is made 
up of the need for doing our planning earlier and better. than it was 
done for 1950. Dr. Burgess indicated that we learned from a. later 
study that there were some deficits in coverage. We have learned 
from an examination there are possibilities of defects in the quality 
of the data, and we know that we must do.a much better job than 
we have done in the past in getting the results out in time. 

Mr. Preston. In 1949 you had only $2,676,000.. That was right on 
the line to start taking the census. 
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Mr, Taruser. Well, of course, they had to continue work of this sort. 

Mr, Preston. If you are asking for $4,100,000 for 1958, what do you 
project for 1959? | 
.) Mr. Auexanper. About $5 million, I think. 

Mr. Preston. There would not be any electronic equipment in that. 
«: Mr. Taruzer. There would be another item for electronic equip- 
ment. 

Mr. Preston. A small ora big item ? 

Mr. Taruser. About the same as this, nothing bigger. 

Mr. Avexanver. In this work before, there was more money spent 
on getting the maps ready during fiscal 1950 than there was prior to the 
fiscal year 1950. One of our aims this time is to get all of the census 
maps finished up way ahead of time. We were still making census 
maps as late as January 1950. There is that old problem of getting 
all this preparatory work out of the way so that we can get the re- 
ports out fast. 

ESTIMATED TOTAL COST OF 1960 CENSUS 


| Mr. Preston. What do you estimate the total cost for the Eighteenth 
Decennial Census will be? 

Mr. Taruser. If we were to do the 1950 census over again, taking 
account of the growth in population, approximately a 20-percent in- 
crease over 1950 and using the costs of 1956, the salary rates, the mile- 
age rates, the cost of printing, the cost of supplies, that would run to 
approximately $120 million. We are in hopes that if we can do the 
job of planning that we visualize here, and if we can make the elec- 
tronic equipment yield the results which we think are there, that figure 
cin be cut. We need, however, to have the opportunity of work- 
ing on this. We need to test the possibility of doing some of the 
sampling in connection with the full-scale census. We need to be 
able to test the procedures that we think can be developed to speed 
up the results and any savings are largely dependent on our being 
able to do a planning job well in advance because once the census starts 
we have to keep going. There will be one-hundred-and-seventy-thou- 
sand-odd enumerators. We cannot change direction once we are 
underway. 

Mr. Hansen. The estimates that we are making will not increase 
the cost of the census. They will simply change the years in which 
the work is done, and by moving up some of this work and taking 
the steps of advance planning and electronic equipment and other 
things, we believe we can do by moving this up, we think we can 
speed up the publication of the census a great deal as well as reduce 
the cost of the census significantly. So moving these funds forward 
ih time will be a way of speeding up the census and lowering the 
cost of the census. They will not be net increases. 

‘Mr. Preston. Well, Mr. Hansen, we will see when the thing is over. 
But it will be a unique situation if that happens. 

Mr. Hansen. [believe that it will happen. ! 
Mr. Preston. Our population is up 20 percent and your estimated 
éost for the census is up 3314 percent, despite the fact that you are em- 
ploying every electronic device known. : 

Mr. Hansen. I am talking about reducing the cost from what it 
would be if we used the methods that we used before. 
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Mr. AtexaNpver. We do not expect to come in for the same relative 
cost. Assuming that we do not ask a lot of additional questions and 
go in for more coverage, we will not be asking for $120 million. We 
will be asking for less than that. 


METHOD OF RECRUITING FOR CENSUS 


Mr. Preston. It would be interesting to know how you are going 
to go about employing this vast army of enumerators. 

Mr. Bureess. That is one thing that will have to be worked out. It 
is a larger number than we have had to employ before. We will un- 
doubtedly have to get help from a good many sources to get that num- 
ber of people who will be ready to go out on the rather modest com- 
pensation available. 

Mr. Preston. You have not talked to the politicians yet? 

Mr. Bureess. The politicians have been very helpful in those big 
jobs. Their assistance is appreciated. We consider it definitely a 
public service in many cases, especially the type of leaders and super- 
visors that they get to take charge of districts. It would be very hard 
without some special assistance of that type to handle a job of this 
sort. If you want to get into a discussion of ways o improve the meth- 
ods of recruiting, that is something that can be worked out. 

Mr. Preston. Well, it probably will be handled on the same old 
patronage basis. 

Mr. Burerss. The probabilities are in that direction; that is, some- 
thing along the line of the old system, but something which may be 
an improvement over the old system. 

Mr. Preston. If I had any suggestion to make to you, it would be 
that regardless of what any political official tells you, if you would 
get a first-rate local person—the top person in each county irrespective 
of politics—and get a capable person, it would be a great improvement, 
inl would solve a lot of your problems. That county director, or 
district supervisor, needs to be a competent person regardless of politi- 
cal affiliation. I know in some of my areas there were people who 
for one reason or another got those jobs because they were recom- 
mended by local politicians but they were not competent and as a 
result I do not think we got a good census taken in those particular 
areas. 

Mr. Rooney. I thoroughly agree with you, Mr. Chairman. 

Mr. Suetiey. Mr. Chairman, I certainly want to subscribe to what 
you said. I was going to ask the same question. I assume, too, that 
in a system of this kind political patronage will prevail because it 
seems to be the traditional way of handling it. Perhaps, it may be 
one of the few ways open to get the number of people for the short 
time that you need them, and for the amount of money you can pay 
them. It is pretty hard to get that number of people. 

It probably does not matter too much on this door-to-door canvass 
of enumerators, provided they are polite and make a neat appear- 
ance. However, the person at the top has to know how to direct his 
force and his staff. 

In other words, if they are picked only on the basis of political 
recommendation and without regard to ability, you will not get the 
best people for the job to be done. 
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They should be selected on some basis of qualification and have some 
intelligence. It will facilitate your job terrifically if that is done, 
particularly in selecting the district and area supervisors and their 
immediate assistants. 

Now, none of us have a quarrel with and do not condemn the old 
system provided some attention is paid to the factors I have just 
mentioned. 

Mr. Buresss. I appreciate those comments, and I think the points 
are well taken. The system does include, of course, at all levels a 
qualifying examination, but it is very diflicult to get the leadership 
and the capability merely by a written examination. We are depen- 
dent, one way or the other, on getting the nomination of good people 
at the local level. 

Mr. Preston. Sometimes you get a misfit in a community who can- 
not get a job anywhere else. Someone says “Give it to old Joe,” 
and old Joe does not know how to run an oflice, or does not know how 
to get along with people and does not understand the importance 
of hisjob. Asa consequence the thing falls down. 

Mr. Tarvser. It is because of that situation that it is important 
that these procedures be well worked out in advance, and that the 
supervisors be given maps which are up to date and which they can 
use to control their enumerators. While it does not bear on fiscal 
1958, it does bear on fiscal 1959 and the more time we have to work 
on this, when the time comes, the better job we can do. 

However, if we are pushed for time, then we are bound to take 
this person many times because he is the only one that turns up. 

Mr. Atexanper. I think I mentioned earlier that we are estimating 
$5 million for fisca] 1959. 

That does not take into account some possibility that some work 
may want to be moved out of Washington. If it does, there might be 
some extra cost of renting space and the like, some other place. 

Mr. Presron. Well, it is a big undertaking, and we realize it needs 
considerable planning. 

Dr. Burgess, the committee is aware of the fact that under this type 
of appropriation it is almost completely up to you as to how you run 
your Office, You can ask for almost anything in connection with this 
census operation. We have to rely on your good administration, and 
your top people, to keep the record straight and run it in accordance 
with good administrative practices. 

We cannot go into all of these items in detail and ascertain where 
they are going to be used in the decennial census, or whether they are 
going to be used in the transportation census, or whether they are 
going to be used in your current activity. We have to rely on you 
people to do this job as it should be done. 

Mr. Burerss. That is our intent, and we do have people checking 
on us in the Bureau of the Budget, and the General Accounting 
Office, and I am sure you can rely on our good consciences. 

Mr. Atexanper. We check on ourselves, also. We have an internal 
audit staff of two people in my Office, part. of whose job is to review 
this kind of thing. 

Mr. Mvuettrr. I might say, Mr. Chairman, that not only does the 
Bureau of the Census do that, but the Department of Commerce also 
has a budget and management staff whose objective is to concentrate 
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and constantly check on all expenditures of all the bureaus, including 
the Bureau of the Census. We do really a conscientious job, and 
think we are even doing a more conscientious job, if possible, by 
checking on our own expenditures. 

Mr. Preston. I am glad to hear that, Mr. Secretary. 

We are just about to close the hearings, but there are a couple of 
questions concerning some censuses that you are bringing to a close 
during the current fiscal year, or in the next 2 years. 

How much of the funds for the census of Government have you 
used to date? 

1957 CENSUS OF GOVERNMENT 


Mr. Atexanper. Through the end of February we had obligated 
$469,000. We expect to obligate another $466,000 before the end of 
the fiscal year, ending up to our total estimate for this year of $935,- 
000. That leaves us some $815,000 for the work scheduled next year, 
since the committee appropriated $1,750,000 a year ago for this job. 

There will be some additional work in fiscal 1959 which is not yet 
covered by the appropriation as far as we can tell. 

Mr. Preston. You mean for the census of Government ? 

Mr. Avexanver. To wind it up in fiseal 1959. There is approxi- 
mately $300,000 scheduled for fiscal 1959. 

Mr. Bureess. That was our original plan and we did not get that 
last $300,000, but the committee instructed us to go ahead and try to do 
the job as outlined, and we will have further light, perhaps, later on, 
as to whether the adequate funds are available. 

Mr. Preston. You are going to have to obligate your money the 
rest of this year at a rapid rate in order to use it up. 

Mr. Auexanper. There is a big field job that has just been started 
which involves the canvassing work on the tax evaluation project. 
The work up to now has been primarily the identification and listing 
of the governmental units. The statistics that are involved in this 
census relate to the calendar year 1957 which just started. So, the 
biggest part of the work that we have is ahead of us, and the first large 
project has just been launched. 


NATIONAL HOUSING INVENTORY 


Mr. Preston. What are the figures for your national housing inven- 


tory? 

Mr. Aexanper. Of $1 million, through the end of February, we 
had obligated $945,000. The biggest part of that job is the field work 
which is finished, and we are just now moving into the final tabula- 
tion and reports, More than half of the whole job was field work. 

Mr. Preston. Will there be a request for funds for next year? 

Mr. Atexanpver. No, sir. 

Mr. Preston. There will not? 

Mr. Auexanper. We will be able to accomplish that job. 


ELECTRONIC COMPUTERS 


Mr. Suetiry. Mr. Chairman, while we were going through these 
questions, I picked up one of the papers that one of the gentlemen had 
in his material, and I find that there is quite a bit of what I would 
eonsider pretty decent information on the electronic equipment that 
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they are seeking to get. I think it might be valuable to put it into the 


ee prceeming this line of questioning that you were pursuing. 
r. 


point. 
(The statement referred to follows:) 


RESTON. Very well, we will insert this in the record at this 


ELECTRONIC COMPUTERS 


Gains from electronic computer installation——At the time this committee 
supported our proposal for the design and construction of the first Univac in 
1946, the word “Univac” was unknown in the language. Approval of such a de- 
velopment at that time was quite a different thing from what it would be today, 
and set the stage for significant progress in statistical compilation and other 
large-scale data processing, not only in the Census Bureau but throughout gov- 
ernment and private industry. This first computer was delivered in 1951, and 
proved its value through demonstrated savings in time and cost in carrying 
through our work. We have operated it 24 hours a day, 7 days a week con- 
tinuously since shortly after its initial installation, and it has more than paid 
for itself since that time. 

In 1954, the second Univac was added to the census installation in order to pro- 
vide the necessary capacity to carry through the compilation of the 1954 censuses 
of maiufactures, and of wholesale, retail, and service trades. It began im- 
mediately operating 24 hours a day, 7 days a week. These were the first censuses 
to be processed with electronic equipment, and the contribution of the computer 
to these censuses alone was sufficient to more than pay for the capital cost of the 
second computer. The use of the computer on these censuses not only reduced 
costs but made possible higher quality work. Moreover, even though this was a 
pioneering application with late planning, we achieved in the main earlier com- 
pilation and publication of results. 

We are satisfied that future censuses must be handled by electronic equip- 
ment if we are to avoid serious losses in time, cost, and efficiency. 

Need for additional computers for coming censuses.—The two electronic com- 
puters now in operation are entirely inadequate in capacity to handle the 
tremendous data-processing load facing our Bureau in the next several years. 
We have begun serious work on planning for the 1960 censuses, and it is now clear 
that electronic computers can make important contributions to the censuses, both 
in quality of work and in making possible much more timely results, and in lower 
unit costs. We estimate that with computers, Fosdic (described later), and cer- 
tain other advances it may be possible to cut from 6 months to 1% years off 
the time interval from collection to publication of 1960 census results as com- 
pared to 1950, and that computers and Fosdic can reduce costs by several millions 
of dollars, even after paying full capital costs, as compared with the costs of 
doing the 1960 census with 1950 methods. It is clear, also, that to accomplish 
these gains a big increase in computer capacity available to us will be needed. 

Why we cannot meet needs by adding more computers of present type.—We 
eannot plan to increase capacity by installing more Univacs for two reasons. 
First, additional Univac I computers are no longer in production. Second, even 
if we could acquire Univac I equipment we could not reasonably expect to em- 
ploy, train, and retain the staff necessary to operate and maintain as many 
Univae I computers (a total of 8 during 1960 and 1961) as we would need. 

Gains to be realized from faster computers now available—In view of the 
barriers to meeting our needs by getting more computers of the present type, it 
is exceedingly fortunate that new and more powerful computers are available. 
During the period May 1956 through February 1957 the Bureau conducted an 
intensive investigation of the capabilities of the new electronic computer sys- 
tems now available. In this investigation, we were assisted by a group of tech- 
nical experts outside the Bureau who are thoroughly familiar with computer 
systems and operations. From the new machines we can expect, on the average, 
to get at least twice as much output per computer-hour (and per hour of skilled 
operators and maintenance engineers) as from our present equipment. This 
means that work can be accomplished faster and at considerably lower unit 
costs, and, even more important, that limited resources of technically trained 
personnel can accomplish much more in a given time with the newer machines 
than with our present type computers. About half the trained computer per- 
sonnel will be required and costs for the period 1958 through 1962 will be about 
$2,250,000 less as compared with the requirements if the work were done on an 
increased number of our present type computers (assuming that were possible). 
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Why we cannot retain old computers and supplement them with the newer anu 
more powerful units.—It would be virtually impossible to process some of these 
programs with one kind of equipment and some with another. It is extremely 
difficult to retain a staff capable of operating and maintaining one system intel- 
ligently and skilfully in these days when trained personnel is in short supply. 
It would be impracticable to plan on diluting limited technical personnel resources 
by trying to spread them over different and incompatible electronic data-process- 
ing systems. Hence, a plan which contemplated processing the economic censuses 
on old-style equipment during 1959 and during the same year training new staff 
and learning how to use new-style equipment in anticipation of the decennial 
censuses would impose impossible requirements on our personnel. It would in- 
crease costs and considerably delay publication of the 1960 census results. 

Rent versus purchase.—The proposed equipment can be rented from the manu- 
facturer. One apparent advantage of rental is that the manufacturer under- 
takes to maintain the equipment. Our experience with our present equipment 
demonstrates that rental would have been wasteful of Government moneys. 
Since 1951 we have already operated more than 8 computer-years. The capital 
investment in this equipment was about $1,600,000 (including development and 
installation costs) and we estimate their resale or trade-in value will be $800,000. 
Thus, we have spent capital costs of approximately $100,000 per computer year 
for the capacity we have used and have spent about $75,000 per computer year 
for its maintenance. We would have paid about $400,000 per year for the same 
capacity if we had rented it. ; 

The purchase and rental prices now quoted to us by equipment suppliers indt- 
cate that to rent all of the capacity we need for the 5-year period 1958-62 would 
cost at least $4 million more than it would cost us to purchase 2 machines out- 
right and rent only the additional capacity we would need. 

New equipment needed in 1958.—Our anticipated workload is such that, even 
with the faster equipment, 2 computers will be needed in 1958, with 1 additional 
computer to be rented late in 1959 through 1961, and a second additional ma- 
chine to be rented in 1960. Acquisition of the new equipment early in calen- 
dar year 1958 is essential if we are to have new staff trained and are to complete 
our planning in time for the 1958 economic censuses and the 1960 decennial cen- 
suses. The economic censuses must be programed (i. e., detailed computer 
instructions must be prepared) and other census work must be converted during 
1958 in order that the programing for the 1960 censuses can be accomplished dur- 
ing 1959 and early 1960. We must begin the processing of the 1958 economic 
censuses and the 1960 decennial censuses with firm and well-tested plans if we 
are to realize our goals of greater speed and economy. Such plans cannot be 
made unless uncertainties about the processing equipment which we will use are 
removed as quickly as possible. 


FOSDIC 


Fasdie (film optical sensing device for input to computers) is a type of 
equipment designed to transfer information directly from the questionnaire into 
magnetic tape without the necessity for manually recording the information in 
punched cards. It can save many thousands of man-days of work in the 1960 
censuses, and must be used with the computers if we are to substantially speed 
up compilation and reduce costs. 

Fosdie scans microfilm copies of appropriately designed census questionnaires 
and by means of positioned marks transcribes the information to magnetic tape 
ready for use as input to an electronic computer. An initial model of Fosdic 
designed and built at the National Bureau of Standards has been in successful 
use at the Census for over 2 years. The device has demonstrated the feasibility 
of electronic scanning of microfilm. An improved model designed to meet census 
requirements more adequately and to produce magnetic tape recorded in a 
manner which can be used more efficiently with electronic computers is being 
built jointly by the Bureau of Standards and the Bureau of Census engineers. 
This model will be completed and ready for testing within about 6 weeks. 

The amount requested in this budget proposal for Fosdic is to defray the cost 
of final testing for the prototype of the improved device and the acquisition of 
production models for use during the decennial census. The required construc- 
tion schedule of 14 to 18 months which must be followed by a reasonable time 
for acceptance testing, makes it obvious that contracts for production models 
must be let in fiscal 1958 if we are to have the equipment in time for use on the 
decennial censuses. 
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Mr. Preston. Gentlemen, that concludes the hearings on the Bureau 
of the Census. 
Thank you very much. 


Trurspay, Marcu 21, 1957. 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


WITNESSES 


FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 
AYFFATRS 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

HORACE B. McCOY, ADMINISTRATOR, BUSINESS AND DEFENSE 
SERVICES ADMINISTRATION 

WILLIAM TRUPPNER, DIRECTOR, INDUSTRIAL MOBILIZATION 

GUY E. WYATT, DIRECTOR, FIELD SERVICES 

PHILIP ASHER, DIRECTOR OF ADMINISTRATION 

HAROLD TAVEY, CHIEF OF BUDGET AND MANAGEMENT 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND ExpeNsEs 


Program and financing 


fe te | 
stimate | 1958 estimate 





| 


Program by activities: | 


1. Staff services. ee ee $459, 000 | $536, 000 
2. Marketing and distribution services... __- it | 159, 514 | 158, 000 | 192, 000 
8. Industry divisions --_.............-- 3c deb pads) 3, 181, 745 3, 229, 000 | 3, 454, 000 
4. Technical information services...........-...---.-.----] 366, 182 | 408, 000 455, 000 
5. Field services. - i | 1,961, 763 2, 047, 000 2, 158, 000 
6. Executive direction | 244, 284 | 267, 000 | 280, 000 
Total obligations -__- 6, 6, 362, 943 | 6, 568, 000 7, 075, 000 

Financing: 

Comparative transfers to other accounts. - aes | 172, 866 377, 000 | 
Unobligated balance no longer available saci 64, 191 |_-- ; ‘ 
Appropriation (adjusted) -._..............-...--- } 6, 600, 000 6, 945, 000 | a 075, 000 

| | 
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Obligations by objects 























1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions____.._.........-.--...-- 807 | 807 | 819 
Full-time equivalent of all other Pe bine absetiennaaiaas 5 | 7 5 
Average number of all employees.........................---- 771 | 798 | 796 
Number of employees at end of year. - tao ntiedaakeeee cain 763 | & 809 
Average salaries and grades: | 
General schedule grades: 
APeregs GHATY no <<. 224..-5- srenana abe 7, 068 7, 064 7, 078 
Average grade... _-- Senki side sc awcdieken GS8-9.1 GS8-9.1 Gs-9.1 
01 Personal services: 
Permanent iE Se os int diet badisminen niall $5, 434, 369 $5, 587, 000 $5, 629, 865 
Positions other than permanent vide OS. ¥ oe 22, 211 | 45, 000 | 30, 000 
Regular pay above 52-week base - 20, 719 skort 22, 135 
Payment above basic rates_- bits nae 1, 565 1,000 1,000 
Other payments for personal ‘Services.....___- aoe 11, 931 | a 
Total personal services... .-_.- 5, 490, 795 5, 633, 000 5, 683, 000 
Se ae le ee Ce a kl ohh ee al Eas 209, 641 210, 800 236, 800 
03 Transportation of things ae ei. g 4 a: 5, 338 5, 800 5, 800 
04 Communication services....._.._- paihcdes 156, 802 161, 600 161, 600 
05 Rents and utility OMNI 3 5.) 25 fn ic dado dee 350 300 300 
06 Printing and reproduction ____- - a 168, 076 | 176, 100 177 300 
07 Other contractual services _ __- icicas 52, 114 | 104, 700 54, 
Services performed by other agencies — 216, 244 210, 900 338, 900 
a RSE RES eee eee - ae 47, 145 47, 800 47, 800 
09 Equipment.__-_- ie 13, 282 13, 600 13, 600 
11 Grants, subsidies, “and contributions: Contribution to re-_ 
tirement fund”. _- Sie b San idéaqwinewediamele kad --| 352, 000 
13 Refunds, awards, nd indemuities. ..........--5-.---.2-- BI cSt Seo setae tit = salnaeens 
15 Taxes and assessments.. Si aigtad hints somcttoncensbotadibie ici 3, 031 3, 400 | 3, 400 
Total obligations.........__.. 2 uipudhngunucaee 6, 568, 000 | 7, 075, 000 


y | 6, 362, 943 | 





Budget authorizations, expenditures and balances 








a 




















1956 actual 1957 estimate | 1958 estimate 

BUDGET AUTHORIZATIONS AVAILABLE | 
UIE 3 cain cds cthada eect icdabaSincakhpoubatbccebeed $6, 600, 000 $6, 975, 000 $7, 075, 000 

Transferred to ‘‘Salaries and expenses, general administration, 
Commerce”’ (Reorganization Plan 5, 1950) . ............-...-|-.....---.-..- —30, 000 if pice 
Adjusted ap pereereten a aes hei E sss ce lihsanh decane 6, 600, 000 6, 945, ‘000° 7, 075, 000 
Obligated balance brought forward ._................-...-..-- 783, 994 445, 648 | 450, 000 
Total budget authorizations available__................- 7, 383, 994 7, 300, 648 | 7, 525, 000 
EXPENDITURES AND BALANCES a 7 | t : 

Expenditures — | 
Out of current authorizations. -_.................-.--..-.-- | 6, 091, 847 6, 495, 000 | 6, 575, 006 
COURS GE PURON GRATRIOTIRREIIUES. «oo neck cc ccd ccdcbencscdne | 729, 285 445, 641 | 450, 000 
eae ea sche ndacendes | 6,821,132} 6,940,641 | 7,025,000 

Balance no longer available: } | 
Unobligated (expiring for obligation) ..................-.-- Es tc dccihcea nee I, conaiceglaledaneniel 
RO aie th ice c cinawnsicctaneaventer BO is oie enn atooeniapeenel 
Obligated balance carried forward... ..._........--.-.---_-.-- 445, 641 450, 000 500, 000 
Slacliaienbigerasleintininnicatinits = ial 
Total expenditures and balances _._................-.... | 7, 383, 994 7, 390, 641 7, 525, 000 


Mr. Preston. The committee will come to order. 





The first item for the consideration of the committee is “Business 
and Defense Services Administration, salaries and expenses,” found 
on page 50 of the committee print, and page 501 of the justifications. 

We will insert in the record at this point pages 503, 505, and 507 of 


the peeticgtone, 
The pages referred to follow :) 
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SALARIES AND EXPENSES 


Summary of requirements 


Appropriation, 1957 (regular bill) - - - - ; ethos ocean Z . $6,900, 000 
Supplemental Appropriation Act, 1957_-_- Sag deck biiicn sina 75, 000 
ND sd: ccetbeicibthistacis inion , 0 ie ion ede ed Finca Niches dG pitas 
Deduct: 
Transfer to ‘Salaries and expenses, general administration, Commerce”... $30, 000 
Comparative transfer to “Salaries and expenses, Office of Area Development, 
Commerce’’._.. ‘ a ‘ ahd 377, 000 
Nonrecurring obsolete ferrous scrap study...........--- hee ; 75, 000 


BOR a snsimat 


Te Bi Ringeadcamace : 
Net difference—1958 over 1957: 





| Requirements Difference, 
increase (+) 
or de- 
1957 1958 crease (—) 
adjusted estimate 


Executive direction..........._.- Jette es $267, 000 $280, 000 +$13, 000 
Staff services._....-- = : pathcidindianamal 459, 000 536, 000 +77, 000 
Marketing and distribution services... ___- 158, 000 192, 000 -+-34, 000 
Industry divisions. -- : a ; : 3, 154, 000 3, 454, 000 +300, 000 
Technical information services... -_--- ‘ 408, 000 455, 000 +-47, 000 
PN elit densddapudnanninbicccsasnouctaccel  meeee | mee +111, 000 





Gross requirements. - vais eid tevin MT 7,075, 000 | +582, 000 


Total] estimate of appropriation, 1958..............-- panaieniie 


$6, 975, 000 


482, 000 


6, 493, 000 


582, 000 


7, 075, 000 
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Mr. Preston. This request represents a net increase of $230,000. 
We have with us today the Administrator of the Business and De- 
fense Services Administration, Mr. Horace B. McCoy. 

Mr. McCoy, I believe you have a prepared statement / 

Mr. McCoy. Yes, sir; I do. 

Mr. Preston. Do you wish to read it, or file it for the record and 
then summarize it ? 

Mr. McCoy. Subject to your permission, I would like to read part 
of it and then summarize the balance. 

Mr. Preston. Very well, sir. 


GENERAL STATEMENT 


Mr. McCoy. The Business and Defense Services Administration 
requests $7,075,000 to perform during fiscal year 1958 the defense- 
mobilization activities and programs for which we have primary 
responsibility and to carry out our share of the departmental responsi- 
bilities to industry and trade. I believe it is only fair to point out at 
this time that this estimate for defense-mobilization activities is based 
on the assumption that the present international situation will not 
erupt so as to force the United States into hostilities. We foresee, 
of course, the continued high level of military hard-goods procure- 
ment and delivery, which has its impact on the industrial economy and 
occasions special priorities activity under the Defense Production Act. 


DEFENSE PRODUCTION ACTIVITIES 


It is the continuing policy of our Government to give full support 
to the fulfillment of current military and Atomic Energy Commission 
programs with respect to the placement of contracts and the channel- 
ing of materials. This policy is stated in the Defense Production Act 
and in related Executive and administrative orders. The Business 
and Defense Services Administration has the central position in the 
executive branch in carrying out this policy. We have been delegated 
the priorities and allocations powers of the President contained in title 
I of the Defense Production Act with respect to industrial produc- 
tion and construction. We have developed and are administering the 
defense-materials system, which provides preferential deliveries of 
basic materials and other production requirements to assure the ful- 
fillment of defense and atomic-energy programs on schedule. This 
system has enabled defense contractors to meet their military delivery 
commitments despite the extreme pressure on certain materials and 
products resulting from accelerated military programs at the same 
time that the general economy has continued at a high level of activity. 


MOBILIZATION PLANNING ACTIVITIES 


We are engaged in a number of industrial mobilization planning 
activities under delegations and orders from the Office of Defense 
Mobilization. Important among these are participation in the develop- 
ment of national] industrial and economic mobilization plans for meet- 
ing the needs of our country for military and essential civilian require- 
ments under conditions of a national mobilization involving hostilities 
without attack upon the continental United States and also under con- 
ditions involving thermonuclear attack upon our country. On the basis 
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of these national plans, our agency has developed specific plans related 
to industrial production and construction, and we are developing a 
body of standby regulations and orders which will be available for use 
in the event of either type of national emergency. 

Our planning activities involve a variety of specific projects which 
are developed in cooperation with United States industries. These in- 
clude studies of production capacities and supply requirements anal- 
yses in the entire field of industrial production designed to determine 
deficiencies in the mobilization base and the attendant need for pos- 
sible expansion of facilities and national stockpile goals. Such studies 
also provide the basis for decisions to reduce or terminate procurement 
for stockpile or decisions not to expand facilities when appropriate. 
Determinations reached on the basis of these studies are used as the 
basis for recommendations to the Office of Defense Mobilization and 
in the development of standby orders designed to cope with the antici- 
pated situations thus disclosed. 

The combination of an extremely high level of industrial activity 
and the very substantial rate of defense-procurement programs, par- 
ticularly with respect to guided and ballistic missiles, radar, and air- 
craft, has resulted in current shortages in certain materials. Most 
pressing shortages exist in nickel, heavy steel plate, steel scrap, and a 
few other basic materials. Accordingly, an important part of our 
industrial mobilization activities has been directed toward the easing 
of these material-shortage situations, and we anticipate that our efforts 
in this direction will continue at an accelerated rate during the coming 
fiscal year. 

ACTIVITY DURING 1956 


As an indication of the impact of this combination of circumstances 
on our current activities, you may be interested in knowing that: 

1. During the calendar year 1956 we received and acted upon 10,792 
applications for individual action to provide special] assistance in- 
volving defense procurement. This represented an increase of 29 
percent over the previous year. These cases had a total dollar value 
of over $388 million, which was 83 percent greater than the dollar 
value involved in the cases processed in the preceding year. In view 
of the continued high level of military procurement and the antici- 
pated high rate of civilian activity, we have every reason to believe that 
this phase of our assistance to the defense program will continue to 
expand in the coming fiscal year. Each of these cases involves a special 
study of a procurement problem faced by a defense contractor whose 
regular preferential position accorded by his use of a DMS priority 
rating is not sufficient to obtain delivery to him in time to meet his 
own delivery schedule. 

NICKEL PROGRAM 


2. As indicated in our recent report to the Congress on the detailed 
study of the supply and distribution of nickel, we anticipate a con- 
tinumg shortage in the supply of this metal for several years. Al- 
though we have undertaken actions to improve the distribution of 
nickel to nickel platers, we plan to expand our surveillance over the 
patterns of distribution used by producers and suppliers. Asa further 
result of our findings, we are currently engaged in a close examina- 
tion of the functioning of the defense materials system with respect 
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to nickel alloys, which were recently included with steel, copper, and 
aluminum as a controlled material under the system. It is our expec- 
tation that we will make a number of revisions in the defense materials 
system in the coming months designed to improve the statistical basis 
for establishing nickel alloy requirements for the defense program on 
the one hand and providing a closer record of the use of all controlled 
materials, including nickel alloys, in the defense program on the 
other. 
SCRAP PROGRAM 


3. Our recent report on iron and steel scrap to the Congress dis- 
closed a continuing shortage of these basic materials needed for steel 
production and the need for additional work to program the basic 
information already developed in this area to permit a more accurate 
means for utilizing information on scrap statistics and trends and 
to permit the development of other supplementary information de- 
serrbed in that report. 


CONTROL OF ARAGON GAS 


I would like to interject here, Mr. Chairman, that another situation 
has developed recently. Just today we have taken action to put argon 
gas under complete Government control. One of the producers of 
argon gas which supplies about two thirds of the national production 
has been on strike. 

This has reduced the national production to about 50 percent of 
normal. 

The rated orders for defense or atomic energy now either equal 
or are in excess of the total national production, which has meant 
great dislocation of the civilian supply. We have received numerous 
requests and telegrams from people who are closing production because 
of the unavailability of argon gas for nondefense uses. 

So, today we have put it under control. We have ordered about 
85 percent of the existing production of argon gas be set aside for 
military and AEC use, and the balance of 15 percent be available 
for distribution to nondefense uses and general civilian uses, and that 
producers distribute the civilian supply in the most equitable manner. 

Particularly, we have asked them to supply the one-cylinder ac- 
counts so that we woud have the largest distribution among small 
users, aa es small business. 

Mr. Tuomas. Which company is on strike ? 

Mr. McCoy. The Linde Co. 

Mr. Tuomas. That is the big company which produces this gas; is it 
not ? 

Mr. McCoy. Yes, sir; it is the largest. 

Mr. THomas. What is the situation with regard to the plant in 
Houston, Tex.? Itisnoton strike; is it? 

Mr. McCoy. No, sir. 

I cite that only to indicate that we have continuing problems in 
short-supply materials in connection with the defense program. 
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INDUSTRIAL MOBILIZATION PLANNING 


In addition to the increased activities in the current phase of our 
industrial-mobilization responsibilities described above, we are also 
presented with the need for intensified activity in our industrial- 
mobilization planning. This results from the advances made in the 
development of the basic national plans and in the program of major 
annual test exercises and quarterly problem exercises. These exercises 
have contributed greatly to the effectiveness of our planning. They 
have provided a means for enabling the policy officials and operating 
elements of the agency and others to assess the effectiveness of the 
planning activities in progress and to make such revisions as are indi- 
cated by the exercise experience. 


ALLOCATION AUTHORITY 


Mr. Tuomas. Does the Office of Defense Mobilization transfer its 
authority to you to make allocations? 

Mr. MoCor. Yes, sir; we have allocation authority which comes di- 
rectly to the Secretary of Commerce, and to BDSA by direction of 
the Pucstuns through the Office of Defense Mobilization. 

Mr. Tuomas. And that authority has been granted to you for what 
purposes ? 

Mr. McCoy. For all purposes that are covered in the military 
procurement—iron and steel products, aluminum, copper, and suc 
others where the situation may require. 

Mr. Tuomas. Well, if any emergency arose, you would have au- 
thority for an immediate transfer to you for that product ? 

Mr. McCoy. Yes, sir. 

The improved coordination and testing of the mobilization plan- 
ning program has resulted in the need for some realinement of person- 
nel to strengthen our participation. We anticipate that these changes 
will facilitate our operations in this area. 

Although we have strengthened our organization with respect to 
our industrial mobilization planning programs, the workload is of such 
magnitude that we anticipate the continued need to perform these 
functions on a priority basis to conform with the directions ordered 
by the Office of Defense Mobilization. I am pleased to report that 
our improved organization in this most important field will not require 
an increase in personnel. We are requesting an increase of $133,000 
for reimbursements to the Bureau of the Census for the collection of 
current information to support the various capacity and other studies 
which I have previously mentioned. 

Rather than read the rest of the prepared statement, may I just sum- 
marize the balance of it, Mr. Chairman? 

Mr. Preston. Yes; we shall insert at this point in the record the 
balance of your prepared statement. 

(The statement referred to follows:) 


SERVICE TO BUSINESS 


To stimulate the development of industry and commerce, we are providing 
information and advisory services to American business and industry. We ob- 
tain the views and advice of business and industry by consultation with advisory 
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committees and groups and through cooperation with trade associations. The 
business community is being serviced by industry reports; new and revised 
business-service bulletins and booklets; information on marketing and distribu- 
tion ; dissemination of technical reports and documents, including Atomic Energy 
Commission nonclassified reports; and new and revised commercial standards 
and simplified practice recommendations. This line of communication with in- 
dustry is effectively augmented by complete cooperation and coordination be- 
tween the Business and Defense Services Administration and the Small Business 
Administration. 


MARKETING AND DISTRIBUTION ACTIVITIES 


Services to business by the Business and Defense Services Administration cover 
all areas of business activity. For example, in the field of marketing and dis- 
tribution, major emphasis has been placed upon programs designed to provide 
a widespread dissemination of marketing information of all kinds from both 
Government and private sources. In addition, we are assisting distributors of 
all types of goods and services in adapting and using current market information 
for the purpose of increasing efficiency, expanding sales, and meeting day-to-day 
problems. Projects under development include ways to develop wider use of 
Bureau of the Census reports to locate and explore markets, cost studies of dis- 
tribution, use of Patent Office data and other ways to expand new product yield. 
In this connection, also, the monthly publication Distribution Data Guide, which 
contains current listings of all the significant materials in the marketing and 
distribution field available each month, is now recognized as one of the most 
valuable tools for use by businesses of all types as a source of information re- 
garding current developments in marketing research, measurement and mer- 
chandising operations, and sales promotion. 

One of the leading business reference libraries in this country (Cleveland) 
recently wrote the Department to the effect that, although it had already collected 
extensive information on sources of business data, it selected for acquisition 22 
items listed in a single issue of this monthly publication. We believe that this 
type of service is of major importance. At present, the Federal Government 
is spending some $35 million annually on statistical programs. Much of the in- 
formation so derived can be effectively utilized by individual business concerns 
in their own research and development programs, provided the existence of this 
information is brought to their attention together with suggestions and illustra- 
tions concerning its application and use. Smaller businesses which do not. have 
extensive research facilities are especially benefited by these activities. 

The Business and Defense Services Administration has an important place in 
developing and operating the President’s Conference on Technical and Distribu- 
tion Research for the Benefit of Small Business to be held here in Washington 
this fall. This Conference will seek to identify research projects now being 
undertaken and ascertain how small concerns can locate and use this work and 
what gaps in the research pattern need to be filled. 

To provide a medium for broad dissemination of business information and to 
answer individual requests for assistance and information, the Business Service 
Bulletin series was established several years ago. This series has been expanded 
and improved to the point that 200 separate subjects are now being issued and 
made widely available to small business through the services of the Department’s 
field offices and cooperative offices. 

There continues to be a heavy demand from business and industry for tech- 
nical reports. For instance, for the year ending January 31, 1957, there was 
an increase of about 35 percent in the requests for the results of unclassified 
Government research, including Atomic Energy Commission reports, over a 
similar period last year. The new Directory of National Trade Associations, 
issued in September, has sold more than 16,000 copies. The demand from indus- 
try for the establishment and promulgation of commercial standards and sim- 
plified practice recommendations has accelerated substantially during the past 
year and is expected to continue at a high rate. The most active areas at present 
are lumber, millwork, plastics, and containers and packaging. The list of tech- 
nical problems affecting national defense released in September by the National 
Inventors Council appears to have produced the best response from industry of 
any list released to date. 





ACTIVITY IN FIELD OFFICES 


Field Service assistance to business, which was expanded in 1953 by the addi- 
tion of 750 cooperative chamber of commerce offices, has continued to grow. 
The 33 field offices have registered a steady increase in the use of their facilities. 
The past year produced an increase of nearly 100,000 inquiries. At least 85 
percent of the approximately 1 million cases handled during the year were in the 
field of small business. 


INCREASES REQUESTED 


The request for $7,075,000 provides for a total increase of $582,000 over the 
current year. $352,000 of this increase is for contribution to the retirement 
fund in accordance with section 4 (a) of Public Law 854, 84th Congress, which 
of course does not relate to increases in program activities. The remainder, 
$230,000, represents certain new functions and moderate increases in current 
program activities which I will refer to later. Generally, however, we propose 
to use this increase to provide $183,000 for the defense mobilization programs 
and $47,000 to assist small business establishments by basic research and publi- 
cations relating to market operations in the areas of wholesaling, retailing, and 
Service trades and to meet the demands of business and industry for commodity 
standards and information on trade associations. 

The activities of the BDSA are divided into six major areas, which I shall 
discuss separately. These areas are the following: Executive direction, staff 
activities, marketing and distribution functions, industry divisions, technical in- 
formation functions, and field operations. We are requesting $280,000 for exec- 
utive direction, which includes the immediate staff of the Administrator and a 
small administrative group to take care of the housekeeping chores. No increase 
in program expense is requested. The increased cost of $13,000 is to provide for 
the contribution to the retirement fund. 


EXECUTIVE RESERVE PROGRAM 


With the increased emphasis on industrial mobilization activities, I have 
strengthened my staff services organization to guide the concentrated efforts 
of all of our industry divisions in this field. For this activity we are requesting 
$536,000, or an increase of $77,000. $27,000 of this increase is to provide for con- 
tributions to the retirement fund. The remaining $50,000 is to finance a new 
program which we believe to be of the highest importance, the training of mem- 
bers of our executive reserve. As part of the defense mobilization manpower and 
industrial readiness program, Congress authorized the establishment of an 
executive reserve by an amendment to the Defense Production Act of August 
1, 1955, a most significant recent development in our mobilization planning. With 
the signing of Executive Order No. 10660 on February 15, 1956, this new pro- 
gram was launched and steps were taken immediately to select and recruit key 
executives primarily from industry to become members of the BDSA unit of the 
national defense executive reserve. To date, over 500 have accepted our in- 
vitation. The requested increase is to provide for a training program designed 
to keep the reservists fully abreast of developments in their field which affect the 
capacity of the United States to mobilize its resources in time of emergency. 
It will be conducted on both a regional level and a national level and will include 
actual participation in the testing of mobilization plans. The program contem- 
plates training to meet the survival and rehabilitation problems that our Nation 
would have to face in the event of a nuclear attack on the United States as 
well as the economic and conversion problems that would stem from the need 
for industrial mobilization to deal with a more limited type of war. 


MARKETING AND DISTRIBUTION 


In the area of marketing and distribution functions, which encompass the 
Department’s program of service to businesses engaged in the distribution of 
goods and services, we are requesting $192,000—an increase of $34,000 over this 
year’s expenses. $9,000 of the increase represents contributions to the retirement 
fund. It is our plan to use the remaining $25,000 to assist small business estab- 
lishments in their use of Government data and statistics in marketing research 
and to provide for basic research relating to marketing operations. 
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We are requesting $3,454,000 for operation of our industry divisions, each of 
which represent a major segment of United States industry. The major pro- 
grams of BDSA involving industrial mobilization and service to business are 
lodged in and are operated by the industry divisions. The amount requested 
represents an increase of $300,000, of which $167,000 is for contribution to the 
retirement fund and $133,000 is for reimbursement to the Bureau of the Census 
for the collection of current statistical information for use in the industrial 
mobilization programs which have been assigned to us by the Director of the 
Office of Defense Mobilization. 


COMMODITY STANDARDS AND TRADE ASSOCIATIONS 


The technical information functions of BDSA include the collection and com- 
pilation of scientific and technical information, primarily from Government re- 
search installations and facilities, and the distribution of such information to 
American industry, business, and other Government agencies. In addition, this 
function renders assistance to American business and industry in the voluntary 
program of standardization of commodities and supplies information on trade 
associations. For these technical functions, we are requesting $455,000. This 
amount represents an increase of $47,000, of which $25,000 is for the retirement 
fund. The remaining $22,000 will be used to meet industry’s demands requiring 
increased activities in the areas of commodity standards and information on 
trade associations. 

The field operations are carried on through 33 field offices assisted by local 
cooperating offices. For these operations, which provide to the business and 
industrial community at the local levels information and services of the Depart- 
ment and the gathering of information on local business trends for government- 
wide use, we are requesting $2,158,000. This sum represents no increase in funds 
for program activities. The increase of $111,000 represents payments to the 
retirement fund. 


Mr. Preston. You may proceed, Mr. McCoy. 


SERVICES TO BUSINESS 


Mr. McCoy. Mr. Chairman, we perform a number of varying serv- 
ices to business. For example, we prepare and issue reports on indus- 
trial developments and industrial information through the medium of 
industry reports. We have an extensive series of pamphlets and 
publications on marketing and distribution which are disseminated 
widely to business groups having need for this kind of information. 

We have continued to increase our activities in the dissemination of 
technical reports. These are reports and documents, which have been 
declassified, and are the result of Government experiments and Gov- 
ernment research, including atomic energy reports. They are dis- 
seminated by making the documents and the reports available to the 
public through the Office of Technical Services. 

We have a large backlog of requests from industry for either new 
or revised commercial standards and simplified practices. 

There are some 26 projects that have been requested in the field of 
commercial standards and simplified practice recommendations. 

We have asked for a modest increase here in order to do a little 
better job in meeting some of those requests. These requests are all 
voluntary, and business comes to us when they want to use the services 
of the Government rather than private organizations in connection 
with commodity standards. 

We are also placing emphasis on our services in the Office of Dis- 
tribution. Mr. Chairman, we feel that we in the Department and 
other agencies have spent considerable money in collecting economic 
information, such as the population census, the manufacturing census, 
and census of business, and economic or statistical information that is 
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gathered in the process of filing administrative reports to the Govern- 
ment. We believe that through the dissemination of such information: 
we can assure that full use will be made of the data which has been 
collected. 

For example, most employers covered by the social-security system 
must file a tax report with the collector of internal revenue. Those 
reports contain very useful information about the number, the size, 
and the location of business establishments. This information is col- 
lected by the Bureau of the Census and we have put out information 
on how to use the information, which performs a very important part 
of marketing information. 

For example, this pamphlet entitled “Market Analysis Tools,” 
deals with the county business patterns and is an application of the 
use of material which is collected as a result of the filing of social- 
security returns. 

This would cost several millions of dollars to collect such informa- 
tion in the first place, but since it is already available we feel that 
the minimum expenditure here to explain how it can be used by busi- 
ness is some return on the taxpayers’ dollar. 


FIELD OFFICES 


We have 33 field offices operating. Last year, calendar 1956, our 
inquiries and services rendered by the field offices increased by about 
100,000 requests. We are answering about 1 million inquiries a year 
through the field service. That does not include the inquiries we re- 
ceive in Washington. To sum up, we have asked for these increases: 


MOBILIZATION ACTIVITIES 


In connection with our mobilization activities, the extension of the 
Defense Production Act by Congress authorized the creation of an 
executive reserve. 

We began last year to create an executive reserve in the production 
area with which we are concerned. We now have 315 executive re- 
servists certified. We have a goal of 600 executive reservists. In 
order to have an effective civilian reserve it will be necessary to keep 
them informed, to keep them interested, and to keep them active. 
This is the first time, I believe, that the Government has ever had 
an executive reserve. 

We have always, of course, had the military reserve, but this, I 
believe, represents a very forward step for the Government in main- 
taining a reserve of business executives who are competent and who 
are currently informed about the Government’s emergency planning, 
so that they will be available to take Government positions in. time 
of an emergency and eliminate a large loss of time and effort by 
people unfamiliar with the Government's program. 

Our request here for additional funds is to prepare training ma- 
terials for these executive reservists, to hold regional meetings of the 
executive reservists, to explain the Government’s major defense pro- 
grams, and give precise training to each group in their particular 
field of experience, and for other expenses in connection with the 
executive reserve program. 

Mr. Preston. How much is that amount, Mr. McCoy ? 


Mr. McCoy. $50,000. 
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MOBILIZATION STATISTICS 


We have requested, also, in connection with our defense mobiliza- 
tion program, $133,000 for mobilization statistics. It will not be pos- 
sible for the Government to have effective emergency planning for 
industrial mobilization unless we have adequate statistics under which 
a plan could be operated. 

You may recall that during World War II it required several years 
for the Government to reach an effective operation of the controlled- 
materials plan. 

Mr. Tuomas. What was that? 

Mr. McCoy. It required several years for the Government to reach 
a really effective control mechanism, such as the controlled-materials 
plan, for rationing materials and controlling production in the 
country. It was dev eloped during the period of 1940 to 1943. 

When the Korean espisode required that the Government again 
mobilize industry, we covered the same ground, utilizing past experi- 
ence in about 15 months. 

Now, in order to have an effective program, if the Government is 
required to redirect our industrial facilities and our production to 
meet any kind of an emergency situation, it is absolutely necessary 
that we have facts about capacity, about the consumption of materials 
such as iron, steel, copper and aluminum, to put these controls into 
effect. It would be an enormous job to collect this information on any 
wide scale from industry directly. 

The $133,000 we ask for here is to endeavor to develop methods and 
techniques that will get the most essential information we need at the 
lowest possible cost to the Government and the least burden on the 
reporting industries. 

We believe that we can perfect devices and methods of getting this 
kind of information—at least the most essential—on a very economical 
basis, and that is the basis of our request: for $133,000 for this purpose, 
which will be used by the Census Bureau as the collecting agency 
for us. 

MARKETING AND DISTRIBUTION 


We have asked for $25,000 additional in the expansion of our market- 
ing and distribution program. This may seem like a small amount, 
but it will enable us to expand a great deal in the work that I have de- 
scribed of making available to business information already collected 
but not put in form for the aver: ge businessman to use. We believe 
this is of great value to the small-business man. 

Mr. Preston. What is the volume of demand for this type docu- 
ment ? 

Mr. McCoy. I could not give you the exact figures on this by type, 
but I would say that on the county business pattern itself we have had 
reports that this is one of the single most important marketing series 
that the Government issues. 

I do not know what the sale of this particular book is. But I can get 
that information for you. 





ATTITUDE OF BUSINESS 


Mr. Tuomas. Which is the greater? The demand from business 
and industry for that marketing analysis, or the demand from indus- 
try and business that they be let off the hook in your reporting service ? 

Mr. McCoy. The demand, I believe, for the service is greater and 
comes from a larger number of people than, let us say, the complaints 
about questionnaires. 

Mr. Tuomas. You have quite a demand from business and industry 
indicating that “we do not want to answer your questionnaire, and 
please leave us alone; we have enough statistics and Government 
papers already to fill out.” 

‘ou have quite a demand from industry for that cessation also, 
have you not ¢ 

Mr. McCoy. I would say that there are a number of complaints 
about that situation, Mr. Thomas; there is no question about that. 

Mr. Tomas. You are sure the demand for the product, though, is 
greater than the demand that they be let off the hook ? 

Mr. McCoy. I think so. Today we had lunch with a group of people 
in the distribution field representing all the major organizations in 
the country concerned with marketing and distribution, and that 
group emphasized to the Secretary of Commerce and to Assistant 
Secretary Mueller at noontime that the services being performed by 
the Department in connection with this matter, they thought, were 
vitally important. 

Mr. Tuomas. Were those people from back home who run the mills 
and factories? 

Mr. McCoy. These are the men in business. 

os Tuomas. Are they the “front boys” who run the propaganda 
mill ? 

Mr. McCoy. No, sir; they came from all over the country. 

Mr. Muetuer. These booklets, Mr. Thomas, are sold. This is not a 
“giveaway.” 


COMMODITY STANDARDS AND TRADE ASSOCIATIONS 


Mr. McCoy. There is one more item, Mr. Chairman: 

We have asked for a $22,000 increase to aid our commodity stand- 
ards and simplified practices work and in order to add to our trade 
association activities. 

The latter is the collection of information and listing of trade asso- 
ciations and their activties, and I might say that the demand from 
other Government agencies for this kind of information, including 
Congress, is very substantial. We are the only source in Government 
that undertakes to compile complete information on the organized 
business groups of the Nation. 

That concludes my statement, Mr. Chairman. 


Thank you very much. 
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SUPPORT OF DEFENSE AND AEC PROGRAMS IN PLACEMENT OF CONTRACTS 
AND CHANNELING OF MATERIALS 


Mr, Preston. Mr, McCoy, I notice on page 1 of your statement the 
following comment: 

It is the continuing policy of our Government to give full support to the fulfill- 
ment of current military and Atomic Energy Commission programs with respect 
to the placement of contracts and the channeling of materials. 

Mr. McCoy. Yes, sir. 

Mr. Preston. Then, you go on to say that the— 

Business and Defense Services Administration has the central position in the 
executive branch in carrying out this policy. 

What do you mean by “placement of contracts” ? 

Mr. McCoy. The Defense Production Act provides that the Presi- 
dent. may exercise complete priority and allocate power to insure that 
the military and AEC procurement and construction takes precedent 
over all private contracts. 

The President has exercised that authority and we are the adminis- 
trators of that particular operation. 

Mr. Preston. Yes, but the words “placement of contracts” is what 
I am inquiring about. 

Just what does “placement of contracts” mean ? 

Mr. McCoy. All right, sir, I shall attempt to explain it. 

A defense contractor gets an order from either the Department of 
Defense or the AEC. This requires steel or copper or aluminum in 
connection with production. He orders his materials from a supplier. 
He places on that order a certification that this is a rated order, and 
gives the symbol number in connection with the program, so that when 
that order is placed with a supplier of material, it means that it has 
a preference over all nonrated orders. 

We also require that the stee] mill or the copper mills and the alu- 
minum suppliers set aside each month a suffcient portion of that pro- 
duction, up to a given lead time, to receive these rated orders and to 
execute them before they can schedule the rest of their production for 
nonrated purposes. So, in effect, those who are direct contractors to 
the Department of Defense and the Atomic Energy Commission and 
their subcontractors by putting a rating on their orders are entitled 
to preference in the supply of materials. There are certain regula- 
tions which, when a contractor takes an order, require him to give the 
order preference in the delivery. 

Mr. Preston. Yes, sir. Is this a misnomer—this word “placement 
of contract?” 

Mr. McCoy. That is material placements; yes, sir. 

Mr. Mvuetxer. That should be explained. 

Mr. McCoy. Mr. Chairman, is the question in your mind with 
regard to who gets the orders? 

Mr. Preston. That is exactly what this language implies—“place- 
ment of contract.” 

Mr. McCoy. I agree with you that that probably could be con- 
fusing, but that is not the case. 

Mr. Preston. That language has nothing to do with who receives 
the contracts? 

Mr. McCoy. No, sir; it has nothing to do with that. 
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ISSUANCE OF CERTIFICATES OF CONVENIENCE AND NECESSITY 


Mr. Preston. You are the agency of the Government that’ passes 
on the applications for certificates of convenience and necessity ¢ 

Mr. McCoy. The Office of Defense Mobilization receives the appli- 
cations, and transmits them for comment and recommendations to the 
delegated agencies. We get them in the areas for which we are re- 
sponsible, such as in metals and others, and comment on them and 
make recommendations back to the Office of Defense Mobilization. 
They have the authority to grant or not to grant in accordance with 
the present policy. 


CERTIFICATES OF CONVENIENCE AND NECESSITY ISSUED 


Mr. Preston. Do you have the figures for 1956 and 1957 as to 
the number of cases you passed upon and how many certificates of 
convenience and necessity were granted ? 

Mr. McCoy. Yes, sir; I have it for calendar 1956. During 1956 we 
received for action 714 new applications, and 576 supplementary ap- 
plications involving ones previously filed, for a total of 1,290 cases on 
which we received and submitted reports to the Office of Defense 
Mobilization. 

Mr. Preston. Do you know in how many of those cases certificates 
were granted ? 

Mr. McCoy. No, sir; offhand I could not tell you how many were 
actually granted out of that number of 1,290. 

Mr. Preston, Well, do you know for how many you recommended 
the granting of certificates out of that number ? 

Mr. McCoy. I cannot give you that figure. 

Mr. Preston. Are you willing to make a guess on the percent 
of 4a rg that were approved? I assume it would be rather 
small, 

Mr. McCoy. No, sir; I would estimate that it would probably be 
that we recommended approximately 70 percent of them. 

Mr. Preston. Did these 1,290 applications relate to critical mate- 
rials primarily, or general contracts for production of defense com- 
modities ? 

Mr. McCoy. Mr. Chairman, I have a list of them here by category. 

Mr. Preston. May I see it? 

Mr. McCoy. Yes, sir. 

Mr. Preston. What does the term “post certifications” mean ? 

Mr. McCoy. That is a technical term which really means that these 
are applications to amend or to change the scope of a previous one 
that has been acted upon. 

Mr. Preston. That has reference to the ones which have already 
been certified ? 

Mr. McCoy. In many cases they have been; I believe in most cases 
they have been certified. 

Mr. Tuomas. That is a program which has about dried up except in 
avery few areas. Your big areas have been dried up for about 2 years; 
have they not? 

Mr. McCoy. Yes, sir, Mr. Thomas. 

Mr. Tuomas. Secretary Humphrey let you go through your paces 
over there for 6 months last year on steel, knowing good and well he 
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was carrying Dr. Flemming around in his vest pocket. He was not 
going to let Dr. Flemming do anything. 

Mr. McCoy. We have 18 remaining goals of the some-two-hundred- 
odd that were established originally and the most active, of course, are 
those in the direct defense fields. 

Mr. Tuomas. Those are defense areas, and if it were not you would 
not come into the picture ? 

Mr. McCoy. By that, I mean facilities which are to be expanded 
for direct military procurement. 

Mr. Preston. at does the abbreviation SMOP mean? 

Mr. McCoy. Scientific Motion Picture Division. 

Mr. Preston. And what does SROA mean ? 

Mr. McCoy. It means Shipbuilding, Railroad, Ordnance, and <Air- 
craft. You will note the large number there was in aircraft. 

Mr. Preston. Well, I do not know. SROA includes others? 

Mr. McCoy. I was going to say that practically all those are air- 
craft and parts. 

Mr. Preston. Would there be other applications filed with ODM 
which would not reach you for your advice ? 

Mr. McCoy. Yes, sir; applications filed for which there is today no 
expansion goal. They would be denied by ODM without ever be- 
ing referred to us. 

Mr. Preston. Then, would some be certified only by Defense? 

Mr. McCoy. No, sir; those that are referred to Defense, depend- 
ing upon the industrial category, also come to us. We have a goal, 
No. 224, which is for any facility which is proposed, the output of 
which is already committed by procurement to Defense or AEC. 
So, they would come to us. 


TAX AMORTIZATION APPLICATIONS 


Mr. Preston. We shall insert this chart in the record at this point. 
(The chart referred to follows :) 


Tax amortization applications received by BDSA Industry Divisions, January- 
December 1956 


Industry Division | New appli- | Post certifi- Total 

















cations cations 

Agriculture, construction, and mining equipment-.-.--.---- 2 2 
Aluminum and magnesium... -............-..---.------- <a) 6 25 31 
BUN. i ids it 2856 46 Scapa Sag a isn 5. damien 1 | 5 6 
Building materials and construction. ----............---- an 2 | 3 5 
usiness machines and office oes: Ese eit Boks 5d 4 4 
Chemical and rubber ‘ ee Ak ca ae ei 23 | 33 56 
Communications equipment____------.--_.-.-.---.----------- 5 ; 5 
Ne ea daembalibasumasik ; ' 3 3 
See i, de canbthdnndccndgedenteme : | i . 
Flectrical NE a i ads crime naaunacketeneese 4 5 9 
ee a ee cara napedesaegealeasessaaneccce 57 24 81 
hia tai ing ha Di dectmeiem <nssenn) cwnneidee 11 Il 
General components. - eedusmaeselaeekas4e ween 7 8 15 
General industrial equipment. bpd dwwhdos 1 4 
Iron and steel _- siaaeliintoalbes han aseesiiad 145 116 261 
Metalworking equipmment...__._____- bb dn ditdakes 10 14 24 
Miscellaneons metals and minerals ‘ 24 22 46 
LAI a) bc tacdnacpGrtwaratsars mens csesencercss | 14 9 | 2 
Scientific, motion picture, and photographic products Ditka 2 118 65 183 
Shipbuilding, railroad, otaenent a 286 216 502 
Textiles and clothing. ----.------ ou ivwcnatmeabedadl gt 1 
eh crs cgumgecbeshctnenegbspecann 1 1 
714 576 | 1, 290 
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RESPONSIBILITY FOR ISSUANCE OF CERTIFICATES 


Mr. Tuomas, To clarify the record, you are talking about your cer- 
tificates of convenience and necessity for just one thing, are you not, 
and that is tax amortization ? 

Mr. McCoy. Yes, sir; the certificates we are talking about here are 
to fr accelerated amortization over a 5-year period. 

r. Tuomas. As a matter of fact, that is exclusively the jurisdiction 
of the ODM through its delegated authority to you. The armed serv- 
ices do not have anything on earth to do with it other than setting up 
their original requirements. Once they set up their original require- 
ments, they are through. 

Mr. McCoy. That is right. 

Mr. Tuomas. They have no authority to pass upon the certificate, 
and neither do you. You merely take the standard laid down by the 
armed services and try to fit it within the production pattern as it 
exists? 

Mr. McCoy. I might add, though, Mr. Thomas, that the Department 
of Defense must certify certain cases as being necessary for the defense 
procurement schedule. Otherwise, they would not be granted. I am 
talking about those listed in goal 224, which is entirely 

Mr. Tuomas. That makes it easier for you when you get the armed 
services to send you a directive that they need this, and you do not have 
any authority in the matter. You like that direction. That gets the 
job done right quick, and very easy ; does it not ? 

Mr. McCoy. That makes a case rather clear. 





INCREASES REQUESTED 


Mr. Preston. Mr. McCoy, would you please discuss the increases 
set forth on page 503 of the justifications ? 

Mr. McCoy. Mr. Chairman, may I go down them in the order they 
are listed here? 

Mr. Preston. Yes, sir. 

Mr. McCoy. We have an increase of $50,000 for the “Executive re- 
serve.” 

Mr. Preston. Is that on page 503 of the justifications? Are you 
speaking about those items listed under executive direction or staff 
servicés 

Mr. McCoy. Well, one column here, you see, is $582,000 on page 503 
of the justifications. The $582,000 is the total requested increase and 
of the $582,000, $352,000 is for mandatory retirement contributions and 
$230,000 is for our program items. 

Mr. Preston. And that is broken down on the basis that you gave 
us in your general statement ? 

Mr. MoCoy. That is right; yes, sir. I did not specifically mention 
the amounts for the retirement. I mentioned only those amounts for 
programs. 

Mr. Preston. Yes. This calls for an increase in positions of 12 
maximum with the average number being 3; is that right? 

Mr. McCoy. Yes, sir. 

Mr. Preston. Why would that variance appear? You would have 
& maximum increase of 12, but only an average increase of 3. 
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Mr. McCoy. Because usually, as we have indicated here, we estab- 
lish a maximum number of positions that we might have at any one 
time, but the controlling factor is the average number. 

Mr. Preston. But that “plus’3” might grow into “plus 12,” before 
fiscal year 1958 expires. It could conceivably do that; could it not? 

Mr. McCoy. It could go up at any one time. Mr. Chairman, it 
could be higher than the 12. 

Mr. Preston. Provided you recruited toward the end of the fiscal 
year, e could show up in 1959 as “plus 12” instead of “plus 3”, could 
1t not! 

Mr. McCoy. We would be very fortunate if we could keep our re- 
cruitment right up to the terminations. We now have 14 vacancies 
due to turnover, but we could not probably finance more on an aver- 
age than an increase of 3. 


INCREASE IN FIELD POSITIONS IN 1957 OVER BUDGET PRESENTATION 


Mr. Preston. Mr. McCoy, in the 1957 budget for field services, you 
show 280 positions and 274 man-years. 

That was in the 1957 budget. In the 1958 budget under the 1957 
column you show 291 positions, and 285 man-years. 

What is the basis for an increase of 11 positions in man-years with 
‘$32,000 less money for “Personal services” ? 

Mr. McCoy. If I understood your question, the last year’s submis- 
sion was a different figure that we now show here for 291 and 285 

Mr. Preston. Yes, sir. 

Mr. McCoy. May I ask Mr. Wyatt if he can explain that? 

Mr. Preston. Yes. 

Mr. Wyarr. We had the same maximum number of permanent posi- 
tions, Mr. Chairman, in 1957, as 1958—291. We had the average 
number of positions. The figure for 1957 was 285, and the figure for 
1958 is figured at 282, which is minus 3 positions. 

Mr. Preston. Your figures do not agree with what I have here at 
all. I.am looking at the justifications for 1957 where you were request- 
ing 280 permanent positions with an average of 274. ‘That is what the 
justifications show. 

Mr. McCoy. That was for 1957. 

Mr. Wrartr. That was 1957. Am I using the same sheet here 
that you have? 

Mr. McCoy. Yes, but I think the Chairman has the 1957 sheet. 

Mr. Preston. I want you to explain it. You see, when you make 
out your 1958 justifications you show a 1957 column, and it is not in 
accordance with the 1957 column that you had in your 1957 justifica- 
tions. You have an increase of 11 positions over what you showed 
us you would have in your 1957 justifications, and an increase in man- 
years, with $32,000 less money for “Personal services.” . 

Mr. Wyatt. I cannot answer you right now. I am sorry, Mr. 
Chairman, but I do not have the figures here and I cannot tell you 
about that. 

Mr. Preston. Well, how do you increase the number of your posi- 
tions with less money ? 

Mr. McCoy. Well, I can tell you how, generally. 

Mr. Wyatt. The position increase occurs in certain lower positions, 
and very often if we have a higher grade position and we cannot get 
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a qualified man, then we take a younger man, if we get permission, at 
a lower grade to train. 


ANNUALIZATION OF POSITIONS 


Mr. Tuomas. Mr. Chairman, why do you not just lay it right out 
on the line. You are annualizing a few positions. 

In other words, you put them on for about 3 or 4 months and the 
next year you want to annualize them, So, therefore, you have more 
jobs, and perhaps less money. 

It is done through annualization. 

Mr. Presron. That is exactly what it is. 

Mr. Wyarr. No, sir; we are asking for the same amount of money 
in the budget request. 

Mr. McCoy. | am sorry he did not have those figures available. 

Mr. Preston. The real annualization will appear next year, in your 
next year’s budget. That is when we will find ourselves faced with 
the proposition. 

Mr. THomas. That is when you will catch it, Mr. Chairman. 

Mr. Nretson. Mr. Chairman, you will note the amount of money 
remains the same with the exception of contributions to the retire- 
ment fund. So, if the money is indicated as the same in 1958, then 
your annualization does not appear. 

Mr. Presron. Well, it certainly appears in 1958, because you have 
more live bodies than you requested, although they might be a GS-5 
instead of GS-9. You have more employees on the Federal payroll 
than you indicated you would have in the 1957 budget; is that not 
right, Mr. Nielson ¢ 

Mr. Nrietson. Yes, Mr. Chairman, that is correct. 

Mr. Tuomas. Your annualization is bound to show up here this 
year, or next year. 

Mr. Preston. Yes, sir; it has to show up in 1958 or 1959, and it cer- 
tainly has to start in 1958, 

Mr. Nietson. Not if you have lower grade people. Your annuali- 
zation is not going to show up. 

Mr. Preston. Moneywise you have the same thing. 

Mr. Moore. The same thing moneywise. 

Mr. Preston. But you have more employees. They are increasing 
in salary each year and if this practice is followed throughout the 
Government, it 1s a means of increasing Government staffing tremend- 
ously. We have seen a lot of it in recent years. 

You have been here all the time, Mr. Nielson. We have seen a good 
deal of it. We have had to ask this question of almost every group 
that has appeared before us. 

You are carrying 21 positions for 1958, which is an increase of 11 
over your 1957 justifications, Yet, you are not justifying before the 
committee any new positions. 

Mr. McCoy. We are stating the difference, obviously, between what 
it was in 1957 and 1958. You are quite right that our 1957 here does 
not correspond with what was in our statement last year with regard 
to the number of positions. As you have indicated, that will change, 
if some higher grade people’s positions become vacant and are re- 

89841—57——47 
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placed by either lower grade or where it is necessary to hire more 
secretaries or stenographers, rather than other key people. 

Mr. Preston. If we are to all play the game right here, when you 
make up your 1959 justifications you will have to use the figure 280 
as your base for 1958, because you are not justifying this year 11 ad- 
ditional positions. 

Mr. McCoy. No, sir. 

Mr. Preston. You are not justifying them at all. You will have 
them, but you are not justifying them, so to give us a fair base for 
1959, you would have to go back and figure 280 for your 1958 base, 
instead of 291. 

Mr. Nretson. Mr. Chairman, there again, because of the turnover, 
et cetera, that could develop, but assuming that the 291 were on board, 
we would have to indicate to you what the actual situation was at th: it 
time. 

CURRENT EMPLOYMENT 


Mr. Preston. What is your present employment ? 

Mr. McCoy. 779. 

Mr. Mvetrer. In the field service ? 

Mr. Preston. Weare talking about field services. 

Mr. Nretson. The actual employment as of March 15 is 281. 

Mr. Preston. You will have to go to recruiting pretty fast to get 
up to 291 and use that as a base for your 1959 justifications. 

Mr. Nretson. It would depend, of course, Mr. Chairman. There 
is no question there have been commitments, authorized commitments, 
throughout the field service for about eight people. 

That could develop during March or it could develop during April, 
to be up to the authorized strength. 

Mr. Preston. You are getting 11 people this year, without any jus- 
tification. That isthe net effect of this. 

Mr. Nretson. Going back to what was shown in the original 1957, 
there is no question, “Mr. Chairman, but what the number of posi- 
tions are greater, but the funds are exactly the same. 

Mr. Preston. We have to look at it from’not only the standpoint. of 
funds, but also from the standpoint of people. More people calls for 
more other objects; it calls for greater salaries as the years pass on. 


REPORTING OF POSITIONS 


Mr. Asuer. Mr. Chairman, the positions, as shown in the green 
sheets of this budget, do not necessarily represent people. Those are 
positions that may be filled at any time during the year, and if a 
person occupies a position for, say, 6 months and ‘then the civil service 
classifies that position as another position, whether it is the same grade 
or lower grade or higher grade, it becomes 2 positions listed in this 
budget, and there has never been more than 1 person. You should look 
at what is actually financed in the budget in terms of people. 

You should deal with the average employment, not with the num- 
ber of positions shown in the green sheet, because under the rules on 
which we prepare the green sheets, it is necessar y to list the position 
as a position if it is occupied at all during the year. That position may 
be abolished and long gone. 

Mr. Tuomas. Where are your green sheets / 





Mr. Asner. The green sheets are printed in the President’s budget. 
They add to these total numbers of positions, and they are itemized 
by type of position. ; 

Mr, Preston. We agree with what you had to say. If you come mn 
and ask us to annualize the following year, that is where we pick 
up the check. 

Mr. Asuer. We do not finance the positions. We finance average 
employment. 

Mr. Presron. You cannot escape this fact, though. You have 281 
presently employed; you have commitments in the field for 8. That is 
289. 

Mr. Asner. No,sir. We would not pick up 8. 

Mr. Presron. Mr. Nielson said your commitments were 8 in the 
field. 

Mr. Asner. We would employ only up to the average because that 
is all the funds we would have to finance employment. 

Mr. Presron. Employ up to the average employment ¢ 

Mr. Asner. The figures shown here, sir, which would be 285, 

Mr. Preston. In the 1958 budget ? 

Mr. Asuer. Yes, sir; the field average employment. That is what 
we would have funds to finance, Mr. Chairman. 

Mr. Preston. 282 appears here. 

Mr. Asuer. That is corrected to 282. 

Mr. Preston. We could spend all of the afternoon on this. We had 
better move along. 

OTHER OBJECTS 


Let us look at these “Increases on other objects” on page 543 briefly. 
Did you speak to this $26,000 a moment ago, on travel / 

Mr. McCoy. No, sir; I did not specifically mention that. 

Mr. Preston. What is the reason for this increase in travel ? 

Mr. McCoy. That is primarily for the Executive Reserve, for which 
we ask $26,000 for travel and $6,000 for printing, or a total of $32,000 
out of the $50,000. 

Mr. Preston. How many projected reserves did you have during 
1957, the same number ¢ 

Mr. McCoy. This is the expense for the training, information, con- 
ferences, and education. This is our own expense—travel and person- 
nel. 

Mr. Preston. Your own expense, not expenses for the Executive 
Reserves ? 

Mr. McCoy. No,sir. We do not pay them any expenses. 

Mr. Preston. Did you have this same expense during 1957 ? 

Mr. McCoy. No, sir. We have just now reached the point in our 
recruitment where we need to do this. We began last year to recruit. 


TRANSFER TO CENSUS BUREAU 


Mr. Preston. Is this information that you want the Census Bu- 
reau to collect for you something that they could not do under their 
current program? It seems that every time the Census Bureau does 
something for somebody, however small, they have to have a contri- 
bution. I think they have plenty of money as it is. 
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Mr. McCoy. Mr. Chairman, we are utilizing all the information the 
Census Bureau collects in its census of manufacturers, and the annual 
manufacturers survey and their other series. But the kind of informa- 
tion we desire on capacity surveys, or on materials consumption by 
type of product output, specifically designated, is not available from 
the current census series. 

Also, we cannot take individual company data from the census 
records; that is prohibited by law. In many cases we need individual 
company data in our mobilization statistics because we have high con- 
centration in some areas of production. We need to have the individual 
company data, which is treated as confidential, as it would be in the 
census, but we cannot take such data out of the census reports. The 
company has to report to the Census Bureau on census material, but to 
us on mobilization. 

Mr. Presron. Mr. McCoy, do you believe if you were Director of 
the Bureau of Census, and someone called on you to furnish this 
data, with all the people that the Census Bureau has, that you could 
get this up without making a transfer of funds? 

Mr. McCoy. We have frequent talks with the Director of the Census 
Bureau about services of this sort, and his position, which seems to 
me to be sound, is that if they are to do things of this sort for us 
without charge, they would have to cut out or eliminate some of the 
projects they have been doing on their own program. 

Mr. Preston. Is this a nonrecurring thing ? 

Mr. McCoy. We are asking for it this year, and I do not know 
whether we will ask for any money next year for this same purpose 
or not. 

I could not tell you. It would depend upon the results of whether 
our efforts to develop information of this sort on a very modest scale 
will seem to be worthwhile or not. 

Mr. Preston. I believe the Secretary of Commerce directed him 
to furnish this information without any transfer, if he could get it up 
for them. 

What is your total number of people on the rolls, Mr. McCoy? 

Mr. McCoy. Seven hundred and seventy nine to date. 

Mr. Preston. What are your obligations to date ¢ 

Mr. McCoy. $4,419,647 through February 28. 

Mr. Preston. Mr. Thomas? 


NEED FOR INFORMATION ON METALS 


Mr. Tuomas. I would like him to explain in detail exactly why he 
needs the $50,000 and the reason specifically, even though it is on a 
recurring basis, he wants the $133,000. If it is information on metals, 
vou can go to Iron Age Institute or the steel companies and they will 
give it to you now. 

What is it you want that you cannot get from them and you have 
to go to the Census? Do vou want to know how many people use so 
many frying pans in a certain year, or what? 

Mr. McCoy. The Iron and Steel Institute publishes figures on ship- 
ments of steel products by major industrial manufacturers. This 
information is not useful to us because we need to know——- 

Mr. Tuomas. What particular utility will that have to the armed 
services when the chips are down? What the armed services want 
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to know is what is the industrial capacity in this country of steel, 
iron, tin, aluminum, copper, et cetera. 

You have got that. Everybody is going to be rationed more than 
likely—up to a certain point anyway—so what value is this when you 

et it? 
. Mr. McCoy. We want the consumption of iron and steel by type 
and product, of copper and aluminum, and by end product. 

Mr. THomas. What good will that do you when you get it ? 

Mr. McCoy. Because if you shift your production 

Mr. Tomas. The Iron and Steel Institute will give you a good 
résumé within approximately 5 percent. That is all you need. 

Mr. McCoy. Not for this. They will show shipments to general 
industrial categories. 

Mr. Tuomas. That is all you want to know. What business is it of 
yours if industry gets it? Say industry ships 100 tons of steel. That 
is not accurate for all years. Say it is 116 million this year, or whatever 
the exact figure is. The Iron Institute will tell you how much of it 
went to industry, and they will give you a pretty good guess—within 
2 or 3 percent—of what went to this type of industry, which is going 
to fabricate it for home consumption—ice boxes, refrigerators, and 
what have you. 

They will tell you what part went to automobiles, what part went to 
the armed services. What more do you need ? 

Mr. McCoy. Very much more. This is only by general industrial 





oer: 
r. THomas. Who wantsit? A group of economists? 

Mr. McCoy. No, sir. How can you shift production out of a given 
number of specific products to something else without knowing how 
much is in a group or type of home appliances? This is not available. 

Mr. Tuomas. If this country gets in trouble again, you will not be 
bothered with those refinements. 

Mr. McCoy. We had to have that to control in Korea and World 
War II. 


EXECUTIVE RESERVE 


Mr. Tuomas. What are you going to do with this $50,000? If you 
get in trouble in this country, you will be deluged with fine, outstand- 
ing businessmen, patriots, who will come down here and do their 
services and, incidentally, see that their home industry is taken care 
of, too. You will have more of them than you will have jobs. 

What are you going to teach these fellows? They will teach you; 
you cannot teach them anything. These are the industry leaders. 
What are you going to teach them ¢ 

Mr. McCoy. We are going to have two people to prepare materials 
which explain to these executives what is in the Government’s plan of 
action in an emergency that affects them. 

Mr. Tuomas. The armed services will change that for you in the 
next 60 days. It will be out of date. 

Mr. McCoy. No, sir. 

TRAVEL 
Mr. Tuomas. You are going to spend $26,000 for travel. What 


are you going to educate them to? 
Mr. McCoy. To go to the central areas like Chicago, St. Louis, and 
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other places, to hold instruction and information seminars on what 
is the Government’s mobilization plan. 

Mr. Tuomas. Do you know the Government’s mobilization plan as 
it will be a year and a half from now ? 

Mr. McCoy. Weknowit. Itisall spelled out. 

Mr. Tuomas. Thatischildish. They will change it 15 times. 

Mr. McCoy. Not the basic mobilization plan, 

Mr. THomas, Oh, yes. 

Mr. McCoy. They may change parts of it. 

Mr. Tuomas. I will bet Dr. Flemming has changed it nine times 
and will probably change it again before he goes. 

Mr. McCoy. Some parts may be changed, Mr, Thomas, but the basic 
course of action is set and it will not be changed. 


VALUE OF INFORMATION 


Mr. Tuomas. Let us be frank. Right during this high time, when 
everybody is pinched, and Mr. Humphrey is frightened stiff that 
everybody’s hair is going to be curled by a depression, do you not know 
that that $50,000 is not worth 10 cents on the dollar, and your $133,000 
program on your information for your critical metals is not worth 5 
cents on the dollar ? 

Mr. McCoy. It is worth a great deal to us. 

Mr. Tuomas. You are talking about “us.” I am talking about the 
rest of the country. 

Mr. McCoy. In connection with what we think, we think the country 
should be as well prepared for an emergency as it can be. 

Mr. Tuomas. Nobody will argue with you on that question. This 
leads to what is preparation. I would rather have it in guns and 
tanks, rather than in your paper over there. 

Mr. McCoy. You cannot control the economy as to defense and 
economic needs without adequate information. 

Mr. Tuomas. You talk like a college professor. 

Mr. McCoy. I have been in this type of work. I know. 

Mr. Tuomas. What have you done in it? What good has this thing 
done since 1950? What good has it done since 1945? I have been with 
you for a long time, too, and helped set you up. 

Mr. McCoy. The system we had enabled us to do—— 

Mr. Tuomas. I sweat with you during the war when you had 2,500 
over there. 

Mr. McCoy. In 1950 and 1952 it enabled us to do a mobilization 
job in 15 months, with 5,000 people, that it took in World War II 3 
years and 23,000 people. 

Mr. Tuomas. We did not take any 3 years in World War IT. -We 
started right off the bat. 

Mr. McCoy. Before we got the material control system? 

Mr. Tuomas. We were doing pretty well. It took 3 years and 3 
months—you would have a little difficulty selling that to the average 
public citizen, would you not ? 

Mr. McCoy. Do you remember when you had 7 or 8 differ- 
ent priority systems and nobody knew where they stood ? 

Mr. Tuomas. We never did know where we stood during the war 
on that basis. 
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Mr. McCoy. We did when we got material controls into effect. We 
knew precisely where we stood then. 


Mr, Tuomas. No further questions. 
Mr. Preston. Mr. Flood ? 


ACTION OF APPROPRIATIONS COMMITTEE 


Mr. Froop. Just this general observation, Mr. Chairman: For the 
last several days we have been listening to different bureaus from the 
Department itemizing and detailing ‘the programs, the needs, the 
amount of money for each section of each bureau on the collection and 
dissemination of information of all kinds and descriptions—all good; 
there is nothing wrong or bad about anything that I heard. 

I do not think you ‘would have asked for it if it was. There was 
quite a library of information requested, and a vast communications 
system to channel it to whoever needed it, and admissions that addi- 
tional requests are coming up, depending upon how strong your sales 

resistance is to get more information for more small groups of inter- 
ests and businesses, commerce, industry, et cetera. 

Here ismore. Here is another listnow. Just a couple of hours ago, 
the Appropriations Committee, in the face of an act of Congress under 
the Social Security Act, specified a certain service in the law for so 
much money, earmarked for it, in the organic law passed last year. 

The Appropriations Committee knocked it out this mor ning, say- 
ing, “Well, it is a good service, but because of economy, because of 
the budget, we had better not start this. It is a new program, and 
the camel will get his nose under the tent.” 

Tt had to do with making the same survey for the purpose of find- 
ing out, “Are the people who are caseworkers in public assistance 
qualified?” We get a lot of criticism about it. Some are political 
appointments, I recall earlier stories of some that wear fur coats, go 
around in Cadillacs and do not know how to handle people, et cetera. 

Congress said, “Let us find out about it. Let us make a survey and 
see if they are any good. Can we do anything about it?” That sur- 
vey went out the door. 

Then, there was another one earmarked for $600,000—not any fresh 
money, not new money; the money is already in the bureau—but the 
subcommittee said, “Here. Bureau, take this money and institute a 
survey and a program having to do with correcting the speech and the 
hearing of over a million American children.” 

The Appropriations Committee said, “Well, that is good. <A lot 
of this stuff is good, but we haven’t got the money, and they can do 
better with it, so out. That should be done locally or by the people 
who are more directly concerned with it, in the States, the local health 
people,” et cetera. They said, “Out.” There were several such things 
like that which happened at the Appropriations Committee this morn- 
ing considering the Health, Education. and Welfare budget. 

There was quite a blow over there. There will be on the floor next 
week, T imagine they are all programs of service, but dealing with 
health, education, and welfare, and the committee had a bad morning. 

Now here I come across the hall to the Commerce Department, and 
after 2 or 3 days, you are saying, “This is a good program; there is 
nothing the matter with it.” But regardless of the reasons why we 
knocked those out, these, however, are sacred cows. These services 
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are essential to defense, are essential to business, essential to the gen- 
eral welfare. 

We must collect this information. There is a vast library of in- 
formation, specialized down to technical data, and disseminated to all 
these people that want it. You spend all the money to doit. Itisa 
good program, but there seems to be a different yardstick applied, 
depending upon the ultimate goal and those who are involved. 

hat is not your problem. I just indicated that for the record, since 
it is going on today. 

Yesterday the census people were here, as Mr. Preston said. Every 
time anybody asks the census for something, they ask Mr. Preston for 
some money to do it. Nobody ever absorbs ‘anything around here. 

On page 2 of your statement—and by the way, you know I have 
nothing but the highest regard for you “personally. I think you are 
about the best man in the whole Department. I know how you work. 
I think you are a dedicated, career, public servant. I do not think you 
have any ax to grind for anybody about anything. There is nothing 
personal about this. I am just getting a shot at you because you are 
the present witness on this. 

On page 2 of your statement, I see in the last sentence of the second 
paragraph : 

On the basis of these national plans, our agency has developed specific plans 
related to industrial production and construction, and we are developing a body 
of standby regulations and orders which will be available for use in the event of 
either type of national emergency. 

ODM had a man up here to justify the census request. for $285,000 
for industrial surveys of how much concrete, or what kinds of an I 
beam shoud be in buildings, so we could have pre- and post-attack 
analysis of what happened. 

If a bombing attack comes, what can we expect in damage? Ifa 
building is constructed a certain way, how will the bomb blast affect it ? 
Do we want to know that before and after the attack ? 

ODM, under a good program, asked census to make the survey. It 
will cost $200,000 or $300,000. It is up to us to give it to census to do it. 

Later on, on page 5, in the last paragraph, going over to three- 
quarters of page 6, you tell us, that we must stimulate development of 
industry and commerce. You provide this necessary advisory in- 
formation. You obtain views and you obtain the advice of business by 
consultation with advisory committees. 

You have field teams out all over the country doing these things. 
You touch on atomic energy, open up lines of communication, This isa 
literary effort, this narrative of what you do. O. Henry could not have 
done better, but I just wonder about this valuable program of Com- 
merce, and yet, other programs are going to be sacrificed this session, 
and this year, public health, education and welfare programs are going 
down the drain to permit these programs to live. 

I do not say this is wrong. But I think the welfare programs were 
equally good. I am for this program. You cannot comment on that. 
I would not if I were you. 

That is all, Mr. Chairman. 

Mr. Preston. Thank you, Mr. McCoy. That concludes the hearing 
on this estimate. 
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OFFICE OF BUSINESS ECONOMICS 


WITNESSES 


FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

M. JOSEPH MEEHAN, DIRECTOR, OFFICE OF BUSINESS ECONOMICS 

JAMES W. McNALLY, ASSISTANT DIRECTOR 

LOUIS J. PARADISO, ASSISTANT DIRECTOR (CHIEF STATISTICIAN) 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 



















1956 actual | 1957 estimate | 1958 estimate 





Program by activities: 








1. Preparation of national income and product data__.___- $261, 673 $263, 150 $320, 050 
2. Measurement and analysis of current and long-term 

LO crt n hep piat< ek ahe¥s dctclen 385, 798 385, 395 404, 460 
3. Computation of the balance of international payments 

of the United States..............-3263156,-43)-15 207, 921 210, 690 223, 420 
4; See eee. oo oe ee 100, 218 100, 765 107, 070 

Ph Sa cae carescencnigoennsledbacoicia ws ale 955, 610 960, 000 1, 055, 000 

Financing: 


Unobligated balance no longer available --.____- iain Bie 








I a icieiseecdvientiiiitintic gis instlhisinlvssarinachis Meleehilegbaalbtesiionotiage 





Obligations by objects 


| 
1957 estimate | 1958 estimate 





1956 actual 


































oii anensliRcinintececailiihjeNiiiatant - a ome : eine asia 
Total number of permanent positions__...............-__-- 140 140 144 
Average number of all employees. ...........__.-- 135 137 139 
Number of employees at end of year_._.........-.....-----.-- 133 135 139 
Average salaries and grades: 
General schedule grades: 
IR SEs can onccauwkedoond Jadaeigien $6, 096 $6, 172 $6, 181 
Average grade. .............- ie athe ning aia GS-8.0 GS8-8.0 GS8-8.0 
| | ————— a 
01 Personal services: 
Permanent positions. _____- : aaedebateiedh $827, 652 $846, 000 $867, 624 
Regular pay above 52-week base. --............--.--.- 3, 195 sale a ivaiand 3, 376 
Seen IONE GUN NIE occ cocdecancodnconnenucuteee 830, 847 846, 000 871, 000 
02 Travel erate adalat S ates arukicu db hacasantiidadeictlenl 4, 566 3, 000 2, 525 
nt Or Ne . n cumnawuultwmiaimmmimans 51 100 75 
ee -SeeIEIINE CONTI 6 oon ccncncacancccsadinsvedsubeie- 13, 303 13, 000 13, 500 
06 Printing and reproduction. -__.___.--- ichascailbaiciaie acta ties 71, 242 72, 000 87, 000 
07 Other contractual services_-~___.-- jitageitcmeeaeee 3, 820 3, 500 3, 500 
Services performed by other agencies nip tupac taas 26, 757 20, 000 20, 000 
0&8 Supplies and materials__.....___- Swastigeemahca en ic 3, 366 2, 400 2, 400 
09 Equipment Spine idle : ob 1, 452 aie [aia nidindpeheniecale 
11 Grants, subsidies, and contributions: Contribution to 
I adit iacapa dnc och ct cs tile unertadiknids amuescceaminaeaddmauan 4 55, 000 
13 Refunds, awards, and indemnities. ..__.............-.-- : 65 ‘cicada ae lectiicent aaa 
ei er ee eee. Pe eae 








Total otiinetions........4........... 
| | 
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Budget authorizations, expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 


Sepepie 
Obligated balance brought forward 


Increase in prior year obligation 


Total budget authorizations available..__._..._.-- 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations_-.............---- 
Out of prior anthorizations..............-......-..-- 
ii 
— balance no longer available (expiring for eee 





Oblignied balance carried forward. __..._._- 





Mr. 


PRESTON. 


Total expenditures and balances .................---- Ho 




















1956 actual | 1957 estimate | 1958 estimate 
$960, 000 $960,000 | $1,055,000 
114, 104 58, 364 66, 000 
1,076, 837 | 1, 018, 364 1, 121, 000 
897, 246 895, 000 980, 000 

116, 837 57, 364 65,000 

1, 014, 083 952, 364 1, 045, 000 

$006 1. nnn deen ; 

58, 364 66, 000 76, 000 
1,076, 837 1,018, 364 1, 121, 000 





Gentlemen, the next item is the 








Office of Business 


Economics, ‘Salaries and expenses,”’ found on page 60 of the com- 
mittee print, and on page 701 of the justifications. 
We will insert in the record at this point pages 702 through 704. 
(The justifications referred to follow: 


) 
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Summary of requirements 








ee ee en ee at ssasatapaneunpeancendmcsccnandies $960, 000 
a el ae A leaner RM ical dics dian ib cows Gacetetegehibelbiodererepwmipmn cid ikmenhebenelain 960, 000 
Ne cl anckicecauuetadneuneahedeessgucnesucanaipe 960, 000 
Net difference, 1958 over 1957 
| 
Requirements | Difference, 
_____._ SJ increase (+) 
or de- 
1957 1958 crease (—) 
adjusted estimate 
Preparation of national income and product data _ _- $263, 150 | $320, 050 +-$56, 900 
Measurement and anlaysis of current and long-term 
NE ie ecmnelorin sip Bal tease tia 385, 395 404, 460 +19, 065 
Computation of the balance of international pay- 
ments of the United States__..............-..-...- 210, 690 223, 420 -+-12, 730 
Executive direction............-.--..-.-..-..-.-20-- | _ 100, 765 | 107,070] — +6,305 
Gross requirements.............--.----------- | 960,000 | 1,055,000 |  +95,000 95, 000 
j _ 














po SD a ee ee a a ee 1, 055, 
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Mr. Preston. This represents a request for a net increase of $40,000 
over the 1957 figure. 

Do you have a general statement? 

Mr. Meenan. Yes, sir. I have a general statement, Mr. Chair- 
man, which I would like to present to you. 

Mr. Preston. Very well. Proceed, Mr. Meehan. 


GENERAL STATEMENT OF Mr, MERHAN 


Mr, Mreruan,. For the fiscal year 1958 the Office of Business 
Economics asks your approval of a total of $1,055,000, which will 
continue our operations on about the same level as in the current 
fiscal year. This amount represents an increase over fiscal 1957 of 
$40,000 to finance a publication on national income which we prepare 
every fourth year, aloug with $55,000 required by law to cover the 
cost of the newly established direct contributions to the retirement 
fund under the provisions of Public Law 854, 84th Congress. 

Changes in the gross national product, income, and purchasing 
power have recorded the growth of our economy, and the changes 
that have occurred within the structure of production and consump- 
tion. With the economy operating at an annual rate of about $425 
billion GNP, even slight percentage changes can be reflected in sizable 
numbers of dollars. The : significance of these dollar changes is also 
of course, affected by changes in the general level of prices. It is 
essential that the national income data be reported with the highest 
degree of accuracy. 

Measurement of the national income and gross national product has 
proceeded in the Office of Business Economics since these business 
barometers were first established. We have progressed a long way 
since the initiation of this work pursuant to a congressional resolution, 
in bringing these and other business indicators to their present high 
degree of utility and timeliness. These data are widely used by the 
various Government departments and agencies, including the Council 
of Economic Advisers, and are published regularly; for example, i 
Economic Indicators prepared by the Council for the Joint Economie 
Committee. 

The broad movements and structural changes of the economy that 
we are evaluating have become vastly more complex. ‘To the normal 
adjustments incident to growth have been added the consequences of 
the Nation’s changed position in international affairs, of shifts in our 
needs for defense equipment, and of the widespread rise in living 
standards. Analysis of economic changes in the present framework 
relies heavily upon tools which are provided by OBE in its work on 
the national income and product, and the related balance of inter- 
national payments. 

We have recently completed a significant survey of private American 
investments in Latin America as part of the regular investment work 
we are doing in the measurement of the United: States. balance of 
payments with foreign countries. 

These data establish effectively the fact that American investments 
are making a major contribution to economic progress abroad, as well 
as to United States business. The data developed ‘iave been widely 
reproduced. 

We are now distributing our new volume entitled ‘‘Personal Income 
by States,” which provides information on the flow of income for 
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each State for each year since 1929. It provides extensive marketing 
data. 

In the fiscal year 1958, OBE operations in general are expected to 
continue unchanged, with the $40,000 increase enabling us to produce 
an up-to-date edition of a recurring publication. Our request covers 
the cost of issuing a new quadrennial National Income supplement to 
replace the 1954 edition with revised and up-to-date data. The last 
volume should be modernized, since its data extend only through 1953. 
The increase would thus permit OBE to incorporate the results of the 
censuses of business and manufactures, as well as certain other 
information received periodically, into the available national income 
and product estimates. This addition is needed to maintain our 
series at the same level of accuracy as has been attained in the past; 
such data have always been utilized as they become available. 

Over 47,000 copies of the last 2 National Income supplements have 
been sold, yielding over $56,000 in sales receipts. 


SURVEY OF CURRENT BUSINESS 


Our magazine Survey of Current Business, which our other publica- 
tions supplement, leads all Government periodicals in number of 
subscribers. More than 12,000 copies are currently being sold, with 
the annual subscription price at $4. 

Each month this periodical presents a review of current economic 
developments as well as 40 pages of economic indicators covering 
all aspects of business activity. Each month it carries articles showing 
the results of our analysis of economic trends from the vantage point 
of the national accounts. The titles of such articles appearing last 
year, shown on the back cover of the December issue, will tilustrate 
the wide range in which we contribute to business and Government 
information on business developments and trends. 

The additional funds requested for fiscal 1958 will permit a tangible 
gain in published material of demonstrated value to Government 
agencies and to business. 


IMPORTANCE OF PROGRAMS OF OFFICE 


Mr. Preston. We will insert in the record at this point a letter 
from Representative Richard Bolling, a member of the Joint Economic 
Committee of the Congress, with reference to this requested appropri- 
ation. 

(The letter referred to follows:) 


ConGRESS OF THE UNITED STaTEs, 
Jornt Economic CoMMITTEE, 
March 19, 1957. 
Hon. Prince H. PrEston, 
Chairman, Subcommittee on Department of Commerce and Related Agencies, 
Appropriations Committee, House of Representatives, Washington, D. C. 

Dear Prince: On behalf of the Joint Economic Committee, I am writing 
to you in support of certain statistical programs included in the 1958 budget 
request for the Department of Commerce. 

The Joint Economic Committee’s concern with analysis of current economic 
trends and with conditions most favorable for economic growth and stability 
has made it particularly aware of the importance of prompt and accurate statistics 
on the functioning of our economy. In recognition of its own needs for reliable 
statistical measures, it established a Subcommittee on Economic Statistics in 
1954 to study the adequacy of available statistics for the purposes they serve. 





751 


It has been my privilege to be chairman of this subcommittee during the past 2 
ears. 

. In our detailed studies of major statistical programs and the need for various 
kinds of economic statistics we have been constantly mindful of the necessity for 
developing and maintaining in the most efficient manner those statistical series 
which have the maximum usefulness to the Nation’s economic development. In 
its reports the Subcommittee on Economic Statistics emphasizes that there are 
certain areas in. which we can and do count heavily on collection and publication 
of economic statistics by private agencies. But we also emphasize that there 
are other guides without which many of the important economic decisions of 
business, labor, agriculture, and Government would have to be made in the dark, 
that can be collected and published only by appropriate Government agencies. 

Among the statistical programs which are essential to the Joint Economic 
Committee’s concern for maintaining economic stability and fostering economic 
growth are those of the Office of Business Economics in the Department of Com- 
merce. The estimates of national income and product produced by this Office 
are among the key measures of the health of the national economy. The Joint 
Economic Committee strengly supports the 1958 budget request for a new and 
revised edition of the National Income Supplement, which will incorporate 
extensive adjustment of these estimates to reflect data which have become avail- 
able since the last edition, in 1954. The activities of this Office concerned with 
measuring and analyzing business trends and computing the balance of interna- 
tional’ payments likewise are important to the Joint Economic Committee as a 
basic source of current information on significant economic trends. 

Also in the Department of Commerce, the Bureau of the Census serves as the 
collection agency for a large part of the statistical information used throughout 
the Government—and in business—for economic analysis. The periodic censuses 
not only provide detailed data not otherwise available, but also provide the 
framework which makes it possible to collect the continuing current, economic 
indicators at minimum cost. 

For 1958 the increase requested by the Census Bureau to provide for more 
reliable monthly estimates of manufacturers’ sales, orders, and inventories is an 
essential part of recommendations made by the Joint Economic Committee for 
improvements which should be made in this area. As stated last year in the 
committee’s report on economic statistics (S. Rept. 1309, p. 5): ‘Reliable current 
information on business inventories is an essential element in analyzing economic 
changes in such areas as output, employment, credit, and prices.’’ The commit- 
tee also supports the increases requested for the proposed survey of advance 
public works planning by State and local governments, the three projects designed 
to maintain the adequacy of the foreign-trade-statistics program. 

Congressman Talle, the first chairman of the Subcommittee on Economic 
Statisti¢s, joins me in expressing the interest of the Joint Economic Committee 
in these programs, and in the hope that the final appropriations for 1958 will 
include provision for these requests. 

Sincerely yours, 
RicHarD Bo.uine, 
Joint Economic Committee. 


Mr. FLoop. What. does it say, offhand, Mr. Chairman? 


Mr. Preston. It emphasizes the importance of the statistics and 
data assembled by these gentlemen. 


ADDITIONAL POSITIONS REQUESTED 


Will you discuss the four additional positions requested on page 705, 
briefly, Mr. Meehan? 

Mr. Meenan. The four additional positions requested there are to 
set up basic tabulations and to prepare the material to go into the 
1958 edition of this National Income Supplement. Our last supple- 
ment ran to about 250 pages. This proposed edition will bring all 
the accounts up to date through 1957 and will present comparable 
series for all of the national accounts for the period 1929 to date, 
including the quarterly estimates which we publish currently. 


89841—57——-48 
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NATIONAL INCOME DIVISION 


Mr. Preston. When was the last such publication published? 

Mr. Meenan. It was the 1954 edition. 

Mr. Preston. How many employees did you have at that time? 

Mr. Meenan. At that time, which would be the fiscal year, we 
had 158 employees at the start ‘of the fiscal year. 

Mr. Preston. How many for this activity, ‘National Income 
Division’’? 

Mr. Meeuan. ‘National Income Division’’—I do not have that 
figure for that particular period, but my recollection is that it was 
just short of 50. 

Mr. Preston. Did you get some additional employees for that 
fiscal year to publish this? 

Mr. Meenuan. During that fiscal year it was not necessary for us 
to put on additional employees, because our employment was larger 
at that time, and we had not experienced the reduction in our staff 
which occurred subsequent to that period. Our present employment 
is about 137, so we are down about 20 from the start of fiscal’ 1954. 

Mr. Preston. You mentioned $40,000 in connection with the pub- 
lication of this booklet, but you are seeking an additional $56,900. 
There is a difference of retirement pay? 

Mr. Meenan. Yes, sir. 

Mr. Preston. On page 711 you have a sizable increase in ‘Printing 
and reproduction.”’ Is that connected with the pamphlet? 

Mr. Meenan. That is connected with the publication of this 
supplement. 

Mr. Preston. Did you say that the publication of this supplement 
was required by law? 

Mr. Meenan. No. There is no legal requirement to get out this 
publication. We do it on the schedule, as I say, of every fourth year, 
which enables us to bring all the tables up to date and incorporate 
the census material. The decision to put it out every fourth year is 
geared to the availability of the basic census material, generally. 


OBLIGATIONS 


Mr. Preston. What are your obligations to date? 
Mr. McNa tty, I will furnish that for the record. 


NEED FOR QUADRENNIAL PUBLICATION 


Mr. Preston. Back to this supplemental that you publish, Mr. 
Meehan, why is it necessary to publish it every 4 years? Why not 
every 5, 6, or 7 years? 

Mr. Meruan. The basic reason is the fact that we take these census 
enumerations at regular intervals, and we have just completed, as you 
know, the census of manufactures, the census of business, and none 
of the material that came in as a result. of that—-which require basic 
revisions in our tables—has been available up to this time. It is 
available now, and our publication is geared to the incorporation of 
that material. In addition, we have other data which have to be 
incorporated, such as the material from the Bureau of Internal 
Revenue upon which we are dependent for certain series, but that 
comes in at annual intervals. So we gear the timing of the supple- 
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ment to the most important single body of;data we require, that is, 
the census. This particular year—fiscal 1957-58—is the time we will 
have all this material to incorporate. 

Mr. Preston. Does the Census Bureau get out a document on this? 

Mr. Meenan. Not on the national income. We are solely responsi- 
ble for the preparation of the national income accounts. However, 
the Census Bureau provides us with a tremendous amount of basic 
material which goes into the compilation of these data. For instance, 
we have a table in here providing consumer expenditures by about 100 
different lines. 

Mr. Preston. The Census Bureau does publish a booklet on the 
census of manufactures? 

Mr. Meewan. Many different individual series and a tremendous 
number of volumes on individual lines of business. This in no way 
duplicates the material of the census. What we are interested in for 
the’ national income accounts is the expenditures in total for the 
economy, that is, the gross national product which as I mentioned is 
running at the rate of roughly $425 billion. That represents total in- 
vestment, total consumption, the total Government expenditures, 
and has to be built up from these various pieces of detailed data. 

If you add the results of the census enumerations you would have 
a 5-foot shelf of books, whereas we encompass all the national income 
estimates within this one publication [indicating]. 

Mr. Preston. Are there any questions? 

Mr. McNa tty. I can furnish the obligations now. The obligations 
as of February 28, 1957, were $617,373. 

Mr. Preston. Thank you, gentlemen, very much. 

Mr. Meewan. Thank you, Mr. Chairman. 

























THurspay, Marcu 21, 1957. 
OFFICE OF AREA DEVELOPMENT 


WITNESSES 


FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 


CARL F. OECHSLE, DEPUTY ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

VICTOR ROTERUS, DIRECTOR, OFFICE OF AREA DEVELOPMENT 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 









Program by activities: Area economic development services 
(total obligations) __. , $142, 866 $377, 000 $395, 000 
Financing: Comparative transfers from (—) other accounts — 142, 866 | —377, 000 


Appropriation _ _--- - 325, 000 
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Obligations by objects 

















| 1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions. _..__...._. 2.2.2... 22 50 50 
Full-time equivalent of all other positions...........-..- eae 2 3 
Average number of all employees_._....._....._-____- 2 18 | 45 5 
Number of employees at end of year. _.......--...-...-..-.- 18 | 50 50 
Average salaries and grades: “OME bo oyn Vv [ 
General schedule grades: | 
MA VeUNGN try... o i i ld Aci lll. . J2iF $6, 140 $6, 578 $6, 605 
FRITS AES TRE , ; GS-8.3 | GS-8.9 | GS-8.9 
01. Personal services: wena) ot .40T oh ne 
Permanent positions_-_-__-_-_--- sxiiae : $100, 055 $267, 300 | $303, 000 
Positions other than permanent. cotik hesitate | 14, 409 18, 000 | 18, 000 
Regular pay above 52-week Ret ee etn. 4c 454 |_. . --| 1, 200 
Ce waccemanspegse 333 | 300 | 300 
‘Total personal serVices....-.._--.-------------------| 115,251. | 285, 600 | 322, 500 
02 Travel... bho oe db ett. wsbied | 9, 687 26, 000 | 26, 000 
03 ‘Transportation of things...................---------.----- 15 | 1,000 | 1,000 
04 Communication services___...........-...--.----- . 1, 984 | 6, 000 | 6, 000 
06 Printing and reproduction -.--.....-.-----.-- beter. 6, 344 | 15, 000 | 12, 000 
07 Other contractual services _-___- ddsde$~ sents 833 28, 000 3, 000 
Services performed by other agencies_. : : | 1, 656 | 3,000 | 3, 000 
08 Supplies and materials._....................-.- aye 1, 258 | 2, 000 2, 000 
09 Equipment___ coeemwabhetsid 5, 499 10, 000 1, 000 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund_____- a hae db pr-enpbanniti- need 18, 000 
15 Taxes and assessments._..........-- Ju ak A Jalal 339 400 | 500 
NE NE cS e esac nccckssse snes Sussaceel 142, 866 377, 000 395, 000 
| 
Budget authorizations, expenditures and. balances 
E 1956 actual | 1957 estimate | 1968 estimate 
a Ee —— | -—— a > 
BUDGET AUTHORIZATIONS AVAILABLE , 
idk ced cchacstindevdsidccuwtadsicadsaseuce $395, 000 


EXPENDITURES AND RALANCES | | 


Total expenditures (out of current authorizations) - 
Obligated balance carried forward -. j | a 13, 000 
Total expenditures and balances. -___..........-.- Peauewee 395, 000 


| 
| 

-| 382, 000 
| 


Mr. Preston. The next item is the Office of Area Development. 
This is to be found on page 54 of the committee print and page 601 
of the justifications. 

We will insert pages 603 and 605 of the justifications in the record 
at this point. 

(The pages referred to are as follows:) 
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Mr. Nretson. In connection with this item for the Office of Area 
Development I think that we should call to the committee’s attention 
that this is.the first time that the Office of Area Development appears 
as a separate item in the budget with a separate appropriation for 
salaries and expenses. 

During this past year the function was transferred from the Business 
and Defense Services Administration, and this new office was created 
with a transfer in the amount of $377,000. 


REASON FOR ESTABLISHING SEPARATE OFFICE 


Mr. Preston. What was the reason for transferring this office 
from the BDSA? 

Mr. MvueE.uer. There were 2 or 3 reasons. The main reason was 
that it was made directly responsible to my office, to my deputy, Mr. 
Oechsle, because it is a service that we felt required direction at the 
secretarial level. 

Secondly, as you know, there are several area assistance bills in the 
Congress. They were given consideration last year and are being 
given consideration this year. 

Undoubtedly, if one of those bills becomes law, this would be the 
nucleus of such an agency, whether in the Department of Commerce 
or in an independent agency. 

Mr. Rorervus. We have many relations with other departments 
in the Government as a result of this area work the Defense Depart- 
ment and the Housing Administration, Urban Renewal, Agriculture, 
and others. In order to give us a higher level from which to work 
with those other agencies, we were given office status. 

Mr. Preston. Mr. Secretary, normally we would go into some detail 
at this point about the functions of this Office, but previously when you 
were testifying you covered it rather thoroughly. 

Mr. MueE ter. I think I did, sir. 

Mr. Preston. I do not think it is necessary to repeat that discussion 
at this time. The committee pretty well understands the fuctions of 
the Office of Area Development. I am one of those individuals that 
feel there is a very fine use for this Office, and it does serve a very 
necessary purpose. 

1 have seen examples of communities not knowing how to proceed 
and how to assist themselves, but with some intelligent guidance they 
could assist themselves. I think you people are qualified to do this. 
You do have a statement, Mr. Roterus, on this. Does it deal with the 
functions of the office? 

Mr. Rorerus. I have a statement, and if you wish I could brief 
it down quite a bit orally. 


GENERAL STATEMENT 


Mr. Preston. I do not think that it will be necessary to brief it 
down. We have gone into this very thoroughly. We would like to 
have the statement incorporated in the record at this point. 

(The statement referred to is as follows:) 

Last. year the Department of Commerce requested that the budget of the 
Office of Area Development be increased from $127,000 to $377,000 for fiscal 
year 1957. This request was granted. In the current fiscal year, the Office has 


been reorganized, the staff has been enlarged, and the services of the Office were 
expanded, particularly with reference to labor surplus areas. 
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FUNCTIONS OF EXPANDED OFFICE OF AREA DEVELOPMENT 


The Secretary of Commerce established the Office of Area Development as a 
— organization unit of the Department in August of 1956. The Office 

as the responsibility for assisting local, State, and regional organizations and 
groups in developing and diversifying the economy of their areas. More speeifi- 
cally, the Office has the following major responsibilities: 


STATE AND COMMUNITY ASSISTANCE DIVISION 


Provides on-the-spot technical area development assistance to State and local 
groups organized for such purposes; assists local groups in conducting area surveys 
and in taking advantage of development experiences of other communities; 
assists local groups in identifying growth industries most suited to local resources; 
performs research on and prepares general technical development aids helpful 
to communities in need of economic development action. The report Developing 
New Business Possibilities, Garrett County, Md., indicates the type of technical 
assistance rendered by this Division to an area. 


PRODUCTS EXPANSION DIVISION 


Assists State, local, and private area development organizations in labor surplus 
areas in locating and utilizing new products, new materials, and new processes 
resulting from the more than $2 billion annually which the Federal Government 
spends for research. New product and new process ideas—such as ceramic 
magnets, synthetic lubricants, and ceramic wool shown on attached photographs— 
are brought to the attention of businessmen in regions of labor surplus through 
exhibits sponsored by State and local organizations. The Office of Area Develop- 
ment coordinates Federal participation in these shows and assists local sponsor- 
ing groups on exhibit planning problems. 


RESOURCES ANALYSIS DIVISION 


Undertakes studies and analyses on such subjects as: successful community 
experiences in overcoming unemployment problems, the industrial location ad- 
vantages of labor surplus areas and the identification of types of industries best 
suited to those areas, the industrial location requirements of growth industries, 
and economic trend studies showing which areas are lagging behind national 

rowth rates and which exceed those rates. For example, a current study of this 
ivision is successful industrial financing methods of communities. 


INDUSTRIAL LOCATION DIVISION 


Provides information on industrial assets of labor surplus areas to firms plan- 
ning new facilities who request information on area advantages; advises com- 
munities on planned industrial parks and industrial site programs, and makes 
available to manufacturers and businessmen Federal data bearing on industrial 
location problems. 

INCREASED STAFF 


The increased budget for fiscal year 1957 allowed the Office 50 permanent posi- 
tions compared to 22 in fiscal year 1956. As of March 20, 1957, a total of 48 
positions have been filled and the other 2 positions were being processed. 


EXPANDED SERVICES 


The additional funds made available to the Office of Area Development in fiscal 
year 1957 were used to: 

(1) Strengthen on-the-spot technical counseling services to labor surplus areas. 
By the end of April this year the Office will have visited all of the 76 major and 
minor labor surplus areas (classified as of January 1957) to determine in what 
ways the Office might be helpful on such specific development problems as in- 
dustrial financing, contacting growth industries, and industrial site and park de- 
velopment problems. 

(2) Increase efforts to bring the industrial location advantages of labor surplus 


areas to the attention of expanding industries. This was accomplished by such 
activities as publishing the leaflet Special Locational Advantages of Labor Surplus 
Areas (attached). Some 10,000 copies of this leaflet were distributed to manu- 
facturing companies throughout the Nation. 
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(3) Inform labor surplus areas of the successful job development experiences 
of other communities throughout the country. This information was provided 
by an area development bulletin service for labor surplus area groups which re- 
ported on such matters as the Wilkes-Barre and Lowell plans, industries most 
likely to expand and their locational requirements, industrial fund raising meth- 
ods, anid techniques for improving community assets for industry. 

(4) Stimulate economic diversification of labor surplus areas by exhibiting the 
new products and technology resulting from the extensive research supported 
by the Federal Government. The Office of Area Development obtained the 
ae of the Army, Navy, Air Force, Atomic Energy Commission, Small 

usiness Administration, and other agencies in such exhibits and assisted State 
and local sponsors on exhibit-planning problems. Two such regional exhibits to 
be held this year are: Oklahoma New Products Show and the New England New 
Products, New Methods, and Patents Exhibit. 

(5) Initiated participation in the rural development program of the Depart- 
ment of Agriculture by providing off-farm employment opportunities. The 
Office of Area Development demonstrated the possibilities for developing rural 
industries in several rural low-income areas. Examples of this work are the re- 
ports on Developing New Business Possibilities, Garrett County, Md. and Infor- 
mal Memorandum to the Director of the Northeast Vermont Development 
Association. 

PLANS FOR FISCAL YEAR 1958 


No additional funds are requested for fiscal year 1958. Efforts next year will 
be directed to closer working relationships with labor surplus areas and to im- 
proving the technical field counseling services of the Office. Efforts to assist 
existing industries in labor surplus areas to expand by tapping new market sources 
and developing new products will also be stepped up. 

Mr. Orcuste. This shows how we have expanded the agency. 

Mr. Preston. We understand, Mr. Roterus, you have a large file 
of letters that you prepared to exhibit to the committee that give 
evidence of the approval of the program by those you have undertaken 
to assist. 

Mr. Rorerus. Yes, sir. 

Mr. Preston. Due to the fact that it would be too voluminous to 
incorporate in the record, the committee will take cognizance of the 
letters as having been presented. 


ADDITIONAL PERSONNEL 


Now, Mr. Roterus, what is the need for the additional personnel 
shown on pages 603 and 605? 

Mr. Rorerus. You will note there that the last fiscal year we had 
22 positions. Provision was made for 50 permanent positions. We 
started with 22 and we are working our way up to 50. As of November 
when this was compiled we had 34. As of the present time we have 
filled 48 of those positions and the other 2 which were covered by the 
funds allotted to us for the year are now in process, so very shortly 
we will have our full complement of 50 positions. 

For the next year we are not asking for any additional positions. 

Mr. Preston. You mean for the fiscal year 1958? 

Mr. Rotrrus. That is right. We are staying with the positions 
we have. 

Mr. Preston. You are seeking to annualize 5 positions, are you not? 

Mr. Rotervus. That is right in the sense we are raising our average. 

Mr. Nerson. Mr. Chairman, with respect to annualization—here 
again the amount of funds made available for this activity would 
not actually be annualized in 1958 because the authorized strength 
we have is 50 with an average 45 positions. 
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Mr. Preston, It certainly is in a different category from the other 
matters that we have talked about. 

Mr. Rorrervs. The number of permanent positions has not in- 
creased, the average is increasing. 

Mr. Preston. What did you say your present employment is? 

Mr. Rorervs. Forty-eight, sir. 


OBLIGATIONS 


Mr. Preston. How much have you obligated to date? 
Mr. Rorervs. Obligations as of February 28, $196,946.07. 


SUPPLEMENTAL ITEM FOR AREA DEVELOPMENT 


Mr. Preston. There is some indication in the committee print 
that a supplemental item of $53 million will come up in the future for 
this office. Do you care to comment on that at this time? 

Mr. Mvuetuer. The request is in a bill—I forget the number—that 
has been introduced in both Houses of the Congress for an area assist- 
ance act. There is an item of $50 million set up in that act for loaning 
under certain circumstances and conditions and criteria, and in 
addition there is $1,500,000 for operations and $1,500,000 for technical 
aid to various States. That, in general, Mr. Chairman, covers the bill. 

I might call attention to the fact there is the Douglas bill that calls 
for some $330 million, which is approximately 6% or 6% times the 
amount that is requested. 

Mr. Preston. What does that have to do with the $53 million 
request? 

Mr. Mvetuer. It covers the same ground. 

Mr. Preston, We are talking about the $53 million. 

Mr. Muetter. Right. 

Mr. Preston. We are not talking about $300 million today. 

Mr. Mvuetier. No. I merely called attention to the fact that it 
covers the same subject matter. 

Mr. Preston. I think it is safe to assume we will not be dealing 
with a $300 million request. 

Mr. Mvetter. I certainly hope not. We have gone over this very 
carefully with various agencies of the Government for many, many 
months, and we have been in conference not only with Government 
agencies but with States and with business organizations and with 
banks and have determined that this amount that we are requesting 
will do the job that we feel is necessary to do. 

Mr. Preston. Since this pending bill has not been acted on by the 
Congress, it is probably unwise to go into any further detail of the 


matter. We do not know what form the bill will be in if it is enacted, 
and it could involve a different justification from what we might have 
today. 


Mr. Muster. Right. 

Mr. Preston. So I believe that it would be better not to go nto the 
details of the program until we see whether Congress passes 1t and in 
what form. 

Mr. Mveutier, I think your judgment on that, is very good, sir, 

Mr. Preston. Gentlemen, we thank you very much, 
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Mr. Moorn, Mr. Chairman, the Department of Commerce cer- 
tainly thanks you and your committee for the courteous hearing you 
have given the Department’s 1958 budget during this time. 

Mr. Preston. Thank you. It has been very interesting, and very 
informative from our standpoint. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 


Frirpay, Marcu 22, 1957. 


PANAMA CANAL COMPANY AND CANAL ZONE GOVERN- 
MENT 


WITNESSES 


MAJ. GEN. W. E. POTTER, GOVERNOR OF THE CANAL ZONE; PRESI- 
DENT, PANAMA CANAL COMPANY 

L. B. MAGNUSON, BUDGET ANALYST 

P. L. STEERS, COMPTROLLER 

MERRILL WHITMAN, SECRETARY 


Mr. Tuomas (presiding). Will the committee please come to order? 

We have before us this morning the Panama Canal Company and 
its government. It is nice to gave with us our distinguished friend 
of many vears, Gen, W. E. Potter, Governor of the Zone ‘and President 
of the Panama Canal C ompany, and his able assistants and staff 
members: Mr. Magnuson, the Budget Officer; Mr. Steers, the Cump- 
troller; and Mr. Whitman, the Secretary. 

General, it is certainly good to see you again and see you looking so 
well. If you have a statement for us, we will be delighted to hear 
from you. 

GENERAL STATEMENT 


General Porrpr. Mr. Chairman and members of the committee, 
I have a very short statement. I know the committee has had great 
experience in the canal—much longer than mine. I would like to just 
summarize even this short statement. 

First, to my great joy when | got down there I found I had 
to do with an operation that was supposed to operate at no cost to 
the taxpayer, and being a taxpayer myself, | have entered into that 
spirit and I find that we can and do operate at no cost to the taxpayer. 

! am here today asking for an appropriation for the Canal Zone 
Government, merely because, by law, 1 am required to ask for an 
appropriation which, however, will be repaid i in full by the end of the 
fiscal year. We repay it in quarters. 

Another thing that impressed me down there is the fact that we 
have a community. This community includes all types of labor that 
vou find in any community in the United States. It includes every 
kind of other facility that you find in the United States. 

Our people down there, many of them, are in the second generation 
of service to this canal, and even a few of the third generation. 

I do not believe I have ever seen a more dedicated group of people 
toa task that their fathers took on which has so entranced them that 
they have stayed to work in that particular area. 








762 


PROBLEMS RELATED TO IMPLEMENTATION OF 1955 TREATY 


Some of the problems that confront us this year have to do with the 
implementation of the 1955 treaty. One that has caused a consider- 
able change in our operation is the loss of some 10,000 customers in 
our commissaries. By terms of the treaty, the Panamanians who 
live in Panama no longer have the right to buy in our commissaries. 

This means a loss of $13 million in sales, or roughly 50 percent of 
what we have been used to. It has caused a considerable retrench- 
ment in that particular operation, but, on the other hand, it gives me 
pleasure to report to you that we have, because of this loss of sales 
and the things that fringe on it, been able to cut our employment by 
some 700 people, making a total, I believe, of over 6,000 reduction in 
employment since 1951, and I can assure you that that reduction will 
continue as we are able to further concentrate our operations in the 
zone. 

REPAYMENTS TO TREASURY 


I do not believe it is necessary to go into the fiscal operations, 
except as you want to put questions, except to say that since 1951 
we have not cost the Federal Government 1 cent, and we have repaid 
to the Treasury some $108 million. 

First, we have paid for the necessary cost of the Canal Zone Govern- 
ment, some $51 million; we have paid almost $40 million in interest 
on the investment of the Federal Government in the canal. We 
have paid the annuity to the Republic of Panama, up through the 
changes of 1936, some $2 million, and we have repaid capital, by 
dividends, to the sum of $15 million. 

Last year, after all our repayments for interest, depreciation, and 
other Government charges, we made a net income of $4,179,000 as 
against $581,000 the year before. 

This increase, unbudgeted, was caused by our best year of transit 
since the opening of the canal. 

The transit increase has continued, to the extent that we feel that 
we will even come a little higher than our planned net income for 
this year. 

You must realize that we cannot control the number of ships that 
come to the canal, and we can accept them, up to a certain limit, 
without further increase in our employment. 

I would like to go into the Canal Zone Government budget estimate 
to tell you of just 1 or 2 things that we are requesting. I would 
like to emphasize the fact that all of this request will be repaid by the 
end of the year. 

Our budget is $1 million greater than it was last vear for these 
reasons: We have $121,000 increase to the civil-service retirement 
fund that we are required to pay. 

Last year, a 9-cent pay increase was given to the Canal Zone wage 
employees, which will cost us $226,000. 


SCHOOL FOR HANDICAPPED CHILDREN 


The thing that is closest to my heart is the $117,000 for the school 
for handicapped children. It came to my attention, rather acci- 
dentally, after 1 got down there that we have no facilities to take care 
of children who are handicapped, either physically or mentally, and 
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delving into the problem and getting assistance from the Director of 
the Handicapped 

Mr. FLoop. You mean children of American workmen? 

General Porrer. Yes. We have over 10,000 children in our schools. 
We run a rather extensive school establishment, including a junior 
college of 2 years. 

The policy in the past has been that these handicapped children 
may come to class if their presence does not discommode the instruc- 
tion, purely for the fact that they may get some social good out of 
sitting with other children. That is not American. It is not the 
way the States and communities handle it up here. Every State I 
know of has an extensive program for the care of handicapped children. 

Our figures for children of that type, mental and physical, indicates 
we have 240 in the zone. We propose to establish this school within 
the system that we have, without building new buildings, but by 
dedicating certain rooms to certain types of instruction, to start out 
slowly with the sight and hearing people and gradually get into the 
mental and physically handicapped. 

The physical handicap therapy can take place in the hospitals, but 
this $117,000, I feel, is something that we, as American citizens, cannot 
afford not to spend to take care of these children, many of them 
children of Armed Forces people who are in the zone. 





CAPITAL OUTLAY 


The item for “Capital outlay” that I specifically would like to men- 
tion is the ROTC Armory and activities building. 

Mr. Magnuson has a picture of the 1913 building that we are using 
for that purpose now. It was proposed to start it last year, but due 
to some questions with respect to the location of the school, we volun- 
tarily deferred it until this year. 

This building will house the band, music activities, the ROTC. 
The present structure is a wooden building in very bad condition, and 
as I say, it was built in1913 and the existence of just the music activi- 
ties causes problems with respect to working people in nearby 
buildings. 

This ROTC Armory and activities building will include an audi- 
torium for school functions which we do not have at the present time. 

On the Canal Company side, of course, that is all funded out of our 
own income and does not involve an appropriation. It is brought 
before this committee to show you how we propose to spend this in- 
come, and it is largely about as we have done it in years past. 

For the capital program, most of the items are continuing, but there 
are 1 or 2 new items that I feel should be accomplished. They can 
be brought out by either my presentation, Mr. Thomas, or by your 
questioning on items in the budget. 

Reiterating, I would say the highlight has been the impact of the 
treaty, further reduction of 700 people, and I would like to just show 
you the trend of our operations, if Mr. Magnuson would first put up 
the chart showing transits. It is the last chart in the little folder that 
you have. 

INCREASE IN TRANSITS 


As you can see, transits continue to rise. December past was the 
highest month in the history of the canal, and February almost as 
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high. It is interesting to notice that our transits as of the end of 
February were only 17 greater than we had predicted at the time this 
budget was made up. 

Concurrent with this rise of transits, there is the impact of what we 
call clear-cut transits, and that involves a class of ship which must 
go through the cut, without other ships passing it. Of course, when 
you close the cut to two-way transits for this one ship, you lose the 
ability to transit a ship in the other direction for that hour and a lialf. 

You can see it has been rising steadily since 1954. In 1947, the 
then planners thought that it would stay at the level that existed 
then, of 2 percent. It is now up to over 10 percent, and we have 
had 14-pereent months. 

I bring it up solely to call your attention to this infringement ‘on 
our capacity, which is causing us to go into a study of the capacity 
of the canal which is presently underway. 


CANAL ZONE GOVERNMENT OPERATIONS 


I would like to show you the Canal Zone Government operations. 
You will notice that the cost of these operations, on the left, involves 
expenses for education, $34 million; police and fire protection, 
$2,600,000; other civil funetions, such as customs, operation of the 
penitentiary, and those things that you have in a normal community, 
$3.5 million; hospitals and clinies—we run 2 large hospitals, $5.7 
million; other health services, $667,000; and general government 
expense, $1.5 million. 

All of this will be paid back by the end of the year. For the Com- 
pany, we have 3 years there, 1956, 1957, and 1958. You will notice 
that our gross revenue for 1956 was $93.4 million; for 1957, $89.1 
million; and 1958, $82.3 million. Those receipts were expended, or 
disbursed, as shown below. 

I call your attention to the fact that $19 million in 1956, again $19 
million in 1957, and almost $20 million in 1958 goes directly to the 
Treasury for the net cost of the Canal Zone Government—ihe only 
item for which we ask an appropriation. 

You will notice that the last capital repayment was in 1956, $5 
million, which, added to the $10 million made the vear before, makes 
the $15 million we have given back so far to defray the actual cost of 
the construction of the canal. 

That, sir, completes my statement. We are ready, I think, with 
answers to most of the questions you may have. 

Mr. Tuomas. That is a nice statement, and very much to the 
point. 

We will insert in the record your complete statement which you 
have just summarized. 

(The statement referred to follows:) 


GENERAL STATEMENT BY W. E. Porrer, GOVERNOR OF THE CANAL ZONE, AND 
PRESIDENT, PANAMA Cana COMPANY 


Mr. Chairman and members of the committee, I am Maj. Gen. W. E. Potter, 
United States Army, Governor of the Canal Zone and President of the Panama 
Canal Company. 

This is my first appearance before your committee. It gives me great pleasure 
to present the fiscal year 1958 budgets of the Canal Zone Government and the 
Panama Canal Company and to have an opportunity to discuss our many com- 
plex and challenging problems with the members of the committee. 
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As you gentlemen are aware, the canal enterprise underwent an extensive fiscal 
reorganization a little less than 6 years ago as a result of congressional action. 
The purpose of this was to facilitate efficient and economical operation, though 
our basic: job remained unchanged—this is to transit ships through the canal with 
efficiency, safety, dispatch, and economy, and without cost to the United States 
taxpayer. To me, the last item, ‘‘without cost to the United States taxpayer,” 
must be the key consideration of all operations. 

On the surface it would appear that, given the basic facilities and competent 
personnel, such a job would pose no great difficulty. But it does, because of the 
canal’s unique geographical and political situation. I doubt whether there is 
another single organization anywhere embracing a greater variety of distinct 
yet closely related activities. Although the source of its basic needs is the United 
States, the Canal Zone is, in a sense, a complete social and economic entity. 
Because of international obligations, and in order to assure the uninterrupted and 
efficient carrying out of its mission—the transiting of ships—the canal organiza- 
tion must necessarily provide supporting services which are essential to the 
transiting of these ships. These include power, water, and communication 
facilities; housing and commissary facilities for its work force residing in the Zone, 
and those governmental activities necessary to administer the political area of the 
Canal Zone and exercise the sovereignty of the United States Government within 
the zone. The issues that arise in connection with these minor though essential 
supporting functions sometimes assume greater proportions than the importance 
of transiting of a ship through the canal. For example, carrying out the provisions 
of the treaty with Panama involves the supporting services of the Company to a 
great extent, particularly in the case of commissary and procurement operations 
and the administrative policies relative to general employment. 


RESULTS OF OPERATIONS 


To summarize briefly, during the first 5 years of operation since its reorganiza- 
tion, i. e., through fiscal year 1956, the net operating income of the Panama 
Canal Company totaled $110.6 million. That was after recovery of direct oper- 
ating costs, including depreciation, but before payments to the United States 
Treasury: Payments to the Treasury during that period amounted to $108.1 
million, including capital repayments of $15 million. The remainder of the 
operating income, $2.5 million, was retained by the Company to provide for 


capital needs. Payments to the United States Treasury are summarized as 

follows: 

Net cost, of Canal Zone Government_-____-_-_~-- mente a~« SOL, 101, o08 

Interest on investment of United States Government___---- i 39, 784, 450 

Annuity, to Republic of Panama_____--_--~--- Side le : 2, 150, 000 

Capital repayments_.......--.- « acttindanatinabaianbedeth © taal tka acne: Gee fe 
ARIA SORT MRI COON. i. ns npn bites wees cdealet oeiulacrpeare ened GNC 108, 086, 007 


The net income as recorded for fiscal year 1956, after payment to the United 
States Treasury of $8,590,710 interest on the United States Government’s direct 
investment, and after assumption of the net cost of Canal Zone Government, 
totaling $10,078,252, was $4,179,464. The corresponding net income for the 
previous year was $581,134. This increase of $3,598,330 was attributable largely 
to the unprecedented high volume of traffic, coupled with only a slight increase in 
operating costs. In considering the relationship of fluctuations of revenues to 
net income, it should be borne in mind that a large portion of canal costs are 
fixed and do not vary with business volume. For this reason, fluctuations of net 
income are invariably greater than fluctuations in tolls and other revenues. 

In addition to financing its own operations, the Company has financed 
$30,772,965 in capital additions since July 1, 1951. 


PERSONNEL 


In spite of the significant increase in traffic, with the resulting increased demand 
upon supporting services, the employment rolls of the Panama Canal Company 
and Canal Zone Government have been reduced from about 18,700 in 1952 to 
about 13,300 on February 28, 1957 (a reduction of 600 this past year). This isa 
decrease of almost 29 percent despite the fact that there have beea increases in 
certain Company and Government operating areas resulting specifically from 
assuming responsibility for certain services formerly duplicated by Government 
agencies operating in the Canal Zone. 

With reference to the budgets now before you: 
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Canal Zone Government budget estimates 


An amount of $16,548,000 is requested for operating expenses of the Canal Zone 
Government in fiscal year 1958, as compared to an appropriation of $15,410,000 
for fiscal year 1957. For capital outlay, the Canal Zone Government. is request- 
ing an appropriation of $1,100,000. No appropriation for capital outlay was 
requested for fiscal year 1957, because a sufficient balance of prior year funds was 
available to finance the relatively small capital program in that year. 

Appropriations to the Canal Zone Government, both for operating expenses 
and for capital outlay, are in the nature of an advance of funds from the Treasury. 
All expenses (including depreciation on fixed assets) not recovered and paid into 
the Treasury as miscellaneous receipts are reimbursed to the Treasury annually 
by the Panama Canal Company. I would like to emphasize that the operating 
appropriation will be completely repaid within 1 year and that the capital appre. 
priation will eventually be repaid through inclusion of depreciation in the Com- 
pany’s reimbursements to the Treasury for the cost of Canal Zone Government. 

The appropriation requested for 1958 operating expenses is $1,138,000 more 
than the amount appropriated for 1957. The increase includes $121,600 for 
inereased contribution to the civil-service retirement fund; $226,000 for the full- 
year effect of a local wage increase effective in midyear 1957; $117,000 fer a 
school for handicapped children; $117,700 for other needed improvements in the 
school system; $129,500 for repairs to roads, streets, and sewers; and $151,200 
for inereased operating requirements in the hospitals and clinics. Details of the 
increase in the Canal Zone Government appropriation request appear on: pages 
74 to 76 of the justifications. 

The principal items of capital outlay are $616,000 for an activities building, 
ROTC Armory for the Balboa High School and the junior college to replace a 
wooden building constructed in 1913; $441,000 for the sewage project on the 
Pacific side of the isthmus being accomplished in coordination with the armed 
services; and $197,700 for replacements, additions, and renewals of equipment. 
A comparative listing of capital projects appears on page 91 of the justifieations, 
and detailed data are set forth in succeeding pages. 


Panama Canal Company budget program 


As in previous years, no appropriation is requested to finance the operations or 
capital program of the Panama Canal Company, which will be able to operate 
and finance its capital requirements from current and retained earnings. 

It is estimated that the operations of the Company in fiscal year 1958 will 
result in a net income of $202,300 after payment of interest on the United States 
Government’s direct investment and after the assumption of the net cost of Canal 
Zone Government. Present indications are that operating results in fiscal year 
1957 will be more favorable than budgeted. 

The principal items of capital expenditures are $2,742,300 for continuation of 
the program of converting the power system to 60-cycle frequency (a program of 
$13 million total cost started in 1954 and scheduled to be completed in fiscal year 
1960); $1,800,000 for conversion of locks to 60-cycle; $710,000 for channel im- 
provements at Paraiso curve; $750,000 for modernization of the administration 
building; and $680,000 to deepen the Cristobal anchorage. Details of ‘capital 
obligations and expenditures appear on pages 51 to 71 of the justifications. 

This concludes my prepared statement. I have intentionally made it brief. 
While there are innumerable important and interesting subjects for discussion, ] 
feel you gentlemen may prefer to question me in areas of your own selection. 


Mr. Tuomas. By way of more general information, what is the 
square mileage of the zone itself? 

General Porrrer. The zone is 10 miles by 50 miles, sir; roughly, 
500 square miles, not including the part of the lake, Gatun Lake, 
that extends to the West in Panama. 


POPULATION IN CANAL ZONE 


Mr. Tuomas. How many people are in the zone? 

General Porrer. Our population, sir, is about 40,000. 

Mr. Tuomas. What part of them are American citizen employees 
working for the canal government or Company? 
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General Porrer. There are 3,500 United States citizen employees— 
not including the military, sir—working for the canal. The average 
number of dependents per employee is roughly three. 

Mr. Tuomas. Ten thousand in round numbers? 

General Porrer. Yes; United States citizens and their wives. 


Mr. Toomas. Working for the Federal Government, the Panama 
Canal Government, and the Company? 


General Porrmr. And their dependents. 

Mr. Tuomas. They are civilians? 

General Porrsr. Yes. 

Mr. Tuomas. There are 3,500, plus another 6,500 dependents. 
How many American military are there? 

General Porrer. That, I do not know, sir. 

Mr. Tuomas. They go to make up a part of the 40,000? 

General Porter. It excludes the uniformed personnel. 

Mr. Tuomas. Would you hazard a guess, or is that a figure that 
should be off the record? 

Mr. Fioop. That would be a security figure. 

General Porrer. Frankly, sir, I do not know the exact number of 
the military that are there. 

Mr. Tuomas. Would it be fair to say, then, of the 40,000 people in 
the zone that 30,000 of them are American citizens? 

General Porrrr. Actual residents in the zone? 

Mr. Tuomas. Yes. 

General Porrrr. Actual Panamanian residents in the zone—we 
have about 2,000 Panamanian workers living in the zone, and they 
have about 4 dependents per family. The military, I think, probably 
have about 1,000 to 1,500 Panamanian residents in the zone, and if 
we take that figure of, let us say, 3,000, with 4 dependents, that would 
be a total of about 12,000 Panamanians out of the 40,000. 

Mr. Tuomas. The remainder of them are American citizens, 
divided between military and civilians? 

General Porrser. Yes, sir. 


REPAYMENT OF DEBT 


Mr. Tuomas. Are you going to be able to pay back to the Treasury 
anything on the debt in 1957 or 1958? 

General Porter. I do not think so, sir. 

Mr. Tuomas. 1955 and 1956, you paid about $5 million, respec- 
tively, for the 2 years. 


General Porrer. We paid $15 million back to date, the last pay- 
ment in 1956, sir. 


UNITED STATES GOVERNMENT’S INVESTMENT IN THE CANAL 


Mr. Tuomas, What is the total amount of interest and original 
capital owed on the canal? 

General Porrer. The amount upon which we pay interest to the 
Treasury every year, I believe, is about $342 million. 

Mr. Steers. $342 million excludes interest during construction. 

Mr. Tuomas. What is the total cost? 


89841—57——49 
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Mr. Steers. The United States Government has invested in the 
Panama Canal approximately $987 million; this is from 1904. Do you 
want added to that an imputed-interest figure? 

Mr. Tuomas. But the total figure, in round numbers, is almost 
$1 billion that the Government has spent. 

Mr. Sreers. Including imputed interest at 3 percent, it would be 
roughly $1.4 billion. 

Mr. THomas. With cumulative interest? 

Mr. Steers. That would be with imputed interest through 1951. 

Mr. Tuomas. Through 1951. To bring it up to date it would be 
what? 

Mr. Srerrs. Since 1951 we have been paying interest annually to 
the Treasury. 

Mr. Tuomas. Since 1951; that is part of the new statute. How 
much are you paying in a year in the way of interest? 

Mr. Steers. Approximately $9 million. 

Mr. Tuomas. You have made no payments, other than 1955 and 
1956, on the capital itself. That was about $15 million. 

General Porter. Yes, sir. 

Mr. Steers. We made a net income since fiscal year 1952 of $17 
million, of which we paid $15 million into the Treasury as capital 
repayments. 

Mr. Tuomas. Are your tolls adequate over a period, say, of 25 or 
30 years, beginning back in 1951, the time of the new act, to liquidate 
or amortize the $1,400 million original cost, plus interest? 

General Porrer. We are engaged at the present time in a very 
intensive study on the capacity of the canal. 


REPORT OF THE GENERAL ACCOUNTING OFFICE 


Mr. Tuomas. I have here the report of the General Accounting 
Office. I want to insert it in the record at this point. It relates to 
cost and various other subjects. 

(The report referred to follows:) 


PANAMA CANAL COMPANY AND CANAL ZONE GOVERNMENT 


Report to the House Committee on Appropriations: Significant findings devel- 
oped by the General Accounting Office during the course of audits and other 
examinations, by the Comptroller General of the United States, December 
1956 

PRIOR RECOMMENDATIONS TO THE CONGRESS 


Our audit reports for fiscal years 1952 through 1955 contain several recom- 
mendations for changes in legislation which, in our opinion, are still needed. 
A number of bills were introduced during the 84th Congress which, if enacted, 
would have accomplished in part the objectives of some of the recommendations. 
The more important of these recommendations provide for amending the Canal 
Zone Code to: 

1. Require that losses sustained by the Panama Canal Company in the 
operation of business activities (commercial and service activities other than 
the canal activity) be included in the basis for determining toll rates. 

2. Require that prescribed toll rates be calculated to cover adequate 
provisions for depreciation or amortization of canal construction costs, 
including interest during construction. 

3. Incorporate a plan for systematic refunding to the Treasury of the 
investment of the United States Government in the Panama Canal Company. 

4. Set forth principles to be followed in the Canal Zone in determining 
prices for commodities and services furnished to Federal employees and 
other customers. 
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5. Combine the Panama Canal Company and the Canal Zone Government 
into a single independent entity with broad powers similar to those of the 
present Company. 

6. Include interest during original canal construction in the base on which 
the annual interest payment to the Treasury is calculated, 


POSSIBLE ABANDONMENT OF THE PANAMA RAILROAD 


In October 1954, the Board of Directors approved recommendations of the 
president of the Company that the Panama ilroad be abandoned and that 
the Company include in its 1956 budget a request for funds to purchase a fleet of 
motor vehicles. The report of the House Committee on Appropriations on the 
Department of Commerce and related agencies appropriation bill, 1956 (H. Rept. 
603, 84th Cong.), stated that a majority of the committee believed that the 
abandonment of the railroad should ‘be looked into by the appropriate legislative 
committee of the House of Representatives before any further action was taken 
on the matter. The House Committee on Merchant Marine and Fisheries held 
hearings on the abandonment of the railroad in June 1955 at Washington, D. C., 
and in December 1955 at the Canal Zone. In its report on the hearings, the 
committee expressed the opinion that the operation of the railroad should be 
continued pending an examination and report to be made by qualified railroad 
experts. The examination was completed in August 1956. 

There are several aspects of the new treaty with the Republic of Panama, which 
was ratified by the United States Senate on July 29, 1955, that will have a sig- 
nificant effect on the operations of the railroad and that should be given careful 
consideration in arriving at a definite conclusion as to whether or not the railroad 
should be abandoned. These are: 

1. The reduction in volume of freight traffic that will result from the with- 
drawal of commissary privileges from non-United States citizen employees 
in the Canal Zone. 

2. The provisions of the treaty relating to the removal of the railroad 
terminal operations from the cities of Panama and Colon and the transfer 
of the land, improvements, and railway stations to the Republic of Panama. 

If the railroad is not to be abandoned and the Congress authorizes the transfer 
of the land, improvements, and railway stations to the Republic of Panama, it 
will be necessary to construct new terminal facilities within the Canal Zone. It 
would also be necessary to replace much of the existing railroad equipment. 


STEAMSHIP LINE 


Proposed sale of Panama Line vessel 


We have recommended in our audit reports in each of the past several years 
that the Company dispose of 1 of the 3 Panama Line vessels because 2 are adequate 
to meet the canal organizations’ freight and passenger requirements. In October 
1956, subsequent to submission of ‘the 1958 budget, the Board of Directors ap- 

roved the’ advertisement of one of the vessels for charter or sale by the United 
tates Maritime Commission, and invitations to bid were issued on November 
26, 1956. 


Allowances for home-leave travel 


Section 205 of the Department of Commerce and Related Agencies Appropria- 
tions Act, 1956 (69 Stat. 236), provides that home-leave travel allowances to 
employees who elect to travel at their own expense by other than the lowest first- 
class accommodations shall be based on the actual cost of passenger travel on 
the Panama Line vessels as ae by the General Accounting Office. We 
suggest that the Appropriations Committee give consideration to requiring that 
such allowances be based on the minimum first-class tariff rate for travel on the 
Panama Line vessels because of the difficulties involved in computing the actual 
cost of carrying passengers. There is no generally accepted basis on which the 
steamship industry computes the cost of carrying passengers, and a reasonable 
determination of the actual cost for this purpose involves a detailed and costly 
study of the steamship operations each year. This study cannot be made until 
some time after the close of the year; consequently, the computed passenger cost 
is not available for use in computing home-leave travel allowances during part of 
the year to which it applies. The cost of passenger travel on the Panama Line 
vessels, as computed by the General Accounting Office for fiscal year 1955 and 
as estimated for fiscal year 1956 on the basis of preliminary studies, amounting 
to about $170, is about the same as the minimum rate charged by the Company 
for first-class passenger travel. 
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HOSPITAL AND MEDICAL SERVICES 


Our audit report for fiscal year 1955 contained comments on various deficiencies 
in the hospital and medical activities of the Canal Zone Government. The 
principal deficiencies still exist and are summarized below: 


Rates charged employees and their dependents are too low 


The rates charged individual employees and their dependents for hospital and 
medical services are substantially less than the rates charged in the United States 
for comparable services. The use of the low rates results in the recovery of only 
a fraction of the cost of providing the services; consequently, the employees re- 
ceive a substantial fringe benefit. 

The canal organization recently advertised for bids for group medical and 
hospitalization insurance. The invitation to bid stipulated that payments by the 
insurance company would be limited to the amounts the employees are required 
to pay under the present medical tariff. In our opinion, the payments by the 
insurance company should be based on rates which assure the recovery by the 
Canal Zone Government of the lesser of cost or amounts equivalent to costs in 
the United States. Also, the rates to employees who decline to take the group 
insurance should be increased to provide for similar recovery of costs. 


Billing procedures are loose 


Existing procedures are inadequate to assure that employees and their de~ 

pendents will be charged for all service provided and that the charges will be made 
e accordance with the medical tariff. Our audit disclosed numerous instances 
in which individuals either were not charged.at all or were charged at rates different 
from those provided in the tariff. The financial effect of these loose practices 
cannot be determined. 


Costs are not recovered 


Section 107 of the Civil Functions Appropriations Act, 1955, provides that 
amounts expended by the Canal Zone Government for furnishing hospital and 
medical care to employees of agencies of the United States and their dependents 
shall be fully reimbursed to the Canal Zone Government by such agencies. 

The Canal Zone Government bases its charges to other Government agencies 


for hospital and medical care furnished to their employees and the epmy ees’ 


dependents on prospective average outpatient and inpatient daily rates which are 
designed to cover the cost of all medical or hospital services provided within a 
calendar day. However, there can be no assurance that the use of such rates will 
result in the recovery of all costs. In 1955, costs of about $380,000 were not re- 
covered for services provided. The daily outpatient and inpatient billing rates 
were increased at the beginning of fiscal year 1956. While we have not completed 
our examination for that year, we believe that the increased rates again were 
inadequate to cover all costs. The billing rates were further increased at the 
beginning of fiscal year 1957. We have been informed that the increased rates 
for fiseal years 1956 and 1957 were not designed to provide for recovery. of’ the 
unrecovered costs of prior years.and that no consideration is being given to their 
recovery. 

We have recommended that the total cost of providing hospital and medical 
care be allocated to the canal organizations and other Government agencies on 
the basis of predetermined percentages of use. This would result in the recovery 
of costs for services provided to other agencies. We have been informed that our 
recommendation is being considered by the military departments. 


Procedure for billing other Government agencies should be revised 


The billing system provides for the submission to other Government agencies of 
a detailed listing of charges for individual services showing data such as the 
individual’s name, rank, and serial number, with the charges segregated by 
classifications to meet the specific budgetary, funding, and accounting require- 
ments of the particular agency being billed. This is a most cumbersome and 
costly procedure, 

Unpaid billings against the Department of the Army amounted to about 
$675,000 at June 30, 1956, comprising amounts billed on 321 invoices from 
September 1954 through June 1956. Many of the billings have been questioned 
because of incorrect classifications of the charges by funds or appropriations to be 
charged and incorrect. spelling of names and military ranks. The adoption of the 
recommendation mentioned in the preceding item would tend to greatly simplify 
the billing procedure. 
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DUPLICATION OF FACILITIES 


Our audit reports have pointed out, the existence of duplicate activities and 
related facilities in the Canal Zone. Studies have been made of certain of the 
duplicate activities by a Joint Logistical Committee composed of members of the 
military departments and the Panama Canal Company, and certain activities 
have been consolidated as commented on in our audit report to the Congress on 
the Panama Canal Company and the Canal Zone Government for fiscal year 1955 
(H. Doc. 465, 84th Cong., p. 8). Because the military departments’ costing 
practices are not uniform or do not provide for a consideration of all costs, these 
studies have oftentimes produced the illusion that the departments would incur 
increased costs after consolidation. The committee is now making a review 
to determine possible new areas of duplication and is reevaluating the studies 
previously made, particularly in those areas where there have been material 
changes in conditions. 

During the early part of fiscal year 1957, all fire-fighting facilities in the Canal 
Zone were consolidated in the Canal Zone Government. he Naval fire-fighting 
facilities were transferred to the Canal Zone Government on July 1, 1956, and the 
Army and Air Force facilities were transferred on October 1, 1956. The consoli- 
dation plan provides for the armed services to bear 65 percent of the costs of the 
consolidated service and for the Canal Zone Government.to bear the remaining 35 
percent. The consolidation ultimately will result in a substantial savings to the 
Government. 

The Panama Canal Company has made proposals regarding a consolidation of 
the following activities as a means of lessening the effect on operations of the 
curtailment in employee services that will result from the new treaty with the 
Republic of Panama. 

1. Commissary subsistence items.—The Company has requested the Depart- 
ment of the Army to consider the feasibility of procuring and warehousing 
commissary subsistence items for the Company. This would result in 
savings through the elimination of two warehousing activities and the reduc- 
wan oF ieee ees and other overhead costs. This proposal is being studied 

y the Army. 

2. Bakeries—The Company has suggested that the Army supply bread 
and other bakery products for all agencies in the zone and that the Company’s 
bakery be closed as an alternative to an earlier suggestion that the Company 
supply all bakery products. 

3. Common-use stores.—The Company has suggested that the Army serve 
as a local supply source for common-use supplies and materials along the 
lines of a GSA regional store but with emphasis on standby stocks. This 
would permit the Company to reduce its investment in inventories and 
would make available to all agencies the advantages of quantity purehasing. 

4. Molion pictures —The Company has proposed that films for its theaters 
be rented under the Army Motion Picture Service contracts in order to 
have available more current shows at somewhat lower costs and to facilitate 
a@ consolidation of equipment maintenance. 

As the result of a current study, the Joint Logistical Committee has concluded 
that a substantial reduction in personnel and equipment would result frrom a 
consolidation of all Canal Zone telephone facilities in the Panama Canal Company, 
A new committee panel has been appointed to review the various civilian personnel 
offices to determine what benefits, if any, would result from their consolidation. 
The Company has suggested a number of additional areas for study by the com- 
mittee, 

PROPERTY VALUATIONS 


The valuation of fixed assets transferred from the Panama Canal agency has 
been completed and a report thereon submitted to the Director of the Bureau 
of the Budget for review and approval as required by section 246 (b) of title 2 
of the Canal Zone Code. Pursuant to a request of the Director of the Bureau 
of the Budget, we reviewed the Company’s report and submitted comments 
thereon on September 19, 1956. These comments indicated our belief that the 
investment of the United States in the Panama Canal Company is overstated 
because of failure to recognize depreciation of canal construction costs; and that 
the investment is understated because of nonrecognition of interest during con- 
struction, establishing excessive economic valuation allowances on certain prop- 
erties, such as the Agua Clara diesel plant, and the industrial facilities and various 
other properties operated on a marginal recovery basis, and establishing a reserve 
to cover the costs of converting the power system, which costs are properly 
chargeable against future power revenues. 
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The investment of the United States in the Panama Canal Company and the 
Canal Zone Government is also understated because of failure to recognize the 
value of certain owned properties which had been written off to expense at the 
time of acquisition or which are being depreciated on bases other than those used 
in depreciating the transferred properties. The valuation of these assets on a 
basis consistent with the basis followed in valuing the transferred assets would 
result, in a more realistic appraisal of the investment of the United States in the 
canal enterprise. Any understatement in the investment results in reductions in 
the amounts payable to the United States Treasury for interest on the investment 
in the Panama Canal Company and for the net cost of the Canal Zone Govern- 
ment. 

The company’s reported operating results for fiscal year 1956 and estimated 
operating results for fiscal years 1957 and 1958 will be subject to certain adjust- 
ments for depreciation and interest upon determination and approval by the 
Director of the Bureau of the Budget of the valuation of the assets transferred 
from the Panama Canal agency. 


PROBLEMS RESULTING FROM THE 1955 TREATY WITH PANAMA 


Commissary operations 

The Memorandum of Understandings Reached, an addendum to the new 
treaty with the Republic of Panama, provides that commissary, import, and 
other privileges, except those essential to health or necessary to the performance 
of duty, will be withdrawn from non-United States citizen employees of Federal 
agencies in the Canal Zone who do not reside in the zone and that Federal agencies 
in the Canal Zone will discontinue selling supplies (except fuel and lubricants) 
to ships other than those owned or operated by the United States Government. 

The withdrawal of privileges from the non-United States citizen employees 
will result in an estimated reduction of about 40 percent in the volume of the 
commissary operations. This reduction in operations will undoubtedly result in 
a@ substantial increase in the unit cost of procurement, warehousing, and retail 
operations because of the inability to reduce overhead costs in direct proportion 
to the reduction in volume. The company is taking various steps to curtail the 
commissary and related operations and to reduce overhead costs. As previously 
stated, the Department of the Army has been requested to determine the feasi- 
bility of handling the procurement and warehousing of subsistence items for the 
company. 

The reduction in commissary and related operations will result in about 1,000 
excess positions. Reduction in the number of employees in the commissary and 
related operations will result in reduced requirements for various employee 
services, such as housing, schools, and hospitals. 


Housing shortage on Allaniic side 


The new treaty with the Republic of Panama provides that, subject to enact- 
ment of legislation by the Congress, certain lands and improvements owned by 
the Panama Canal Company and the Canal Zone Government shall be transferred 
to the Republic of Panama free of cost. Included in these lands and improvements 
are the United States rate townsite of New Cristobal and other facilities in the 
city of Colon. 

The Company made a study to determine what the housing requirements will 
be on the Atlantic side of the isthmus upon the transfer of the New Cristobal 
townsite to the Republic of Panama, taking into consideration the probable 
effect of the treaty as it relates to the adoption of a single wage plan and the 
reduction in personnel resulting from the withdrawal of commissary privileges 
from non-United States citizen employees of Federal agencies in the Canal Zone 
and the removal of various activities to Pacific areas. This study showed that 
an acute housing shortage would exist in the Atlantic area for several years. 

In order to avoid undertaking a new housing construction program, the Com- 
pany requested the armed services to make available for its use the housing and 
other community facilities at the Franee Air Force Base now maintained on a 
standby basis. This request was denied. Vacant housing exists at other armed 
services bases in the atlantic area. We believe that consideration should be given 
to adopting a Canal Zone policy for all Government agencies in the zone providing 
for full utilization of all existing housing before any new housing construction 
programs are undertaken. 


Salaries and wages 
Item I of the memorandum provides that the Congress will be requested to 
enact legislation authorizing the establishment of a single basic wage scale and 
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roviding for uniform application of the Civil Service Retirement Act for all 
Inited States and Panamanian employees of the United States Government in 
the Canal Zone. The Company and the military service components in the Canal 
Zone have worked together in developing a single wage scale plan and will request 
enabling legislation to put the plan into operation. The plan is to pay United 
States rates in all positions where the majority of employees must be reeruited 
in the United States. United States citizens also would receive the 25-percent 
tropical differential. Rates of pay in all positions where manpower is available 
in sufficient quantities locally would be based on prevailing wages in the area. 
Any United States citizen presently employed in a position to be filled locally 
would retain his present salary until he left his present job. The financial effect 
of the wage-scale plan and the application of the Civil Service Retirement Act 
provisions on the Canal operations cannot be determined at this time. 

The pending withdrawal of commissary privileges from an estimated 7,000 
non-United States citizen employees resulted in much criticism of the Company 
in the Panamanian press and in requests from employee groups for wage increases 
to compensate for the increase in living costs that will result. The Board of 
Directors approved a pay increase of 5 cents an hour for the local rate employees 
effective about January 1, 1957. This increase will cost about $1 million a year. 


Increase in annuity payment 


Section 246 (e) of title 2 of the Canal Zone Code, as added by section 7 of the 
act approved September 26, 1950, provides that the Panama Canal Company 
shall pay into the United States Treasury as miscellaneous receipts amounts 
sufficient to reimburse the Treasury, as nearly as possible, for the annuity payment 
amounting to $430,000, authorized by article XIV of the convention of November 
18, 1903, between the United States and the Republic of Panama, as modified by 
article VII of the Treaty of March 2, 1936. Under article I of the new treaty, 
the annuity payable to the Republic of Panama was increased from $430,000 to 
$1,930,000. Apparently the increase of $1,500,000 would not be reimbursed to 
the Treasury by the Company unless authorized by the Congress. Consistent 
with the principle that the canal enterprise should be self-sustaining and that its 
operations should involve no burden upon the United States taxpayers, we are of 
the opinion that the Company should reimburse the Treasury for the increase in 
the annuity payments. 


Mr. Tuomas. You may proceed. 

General Porter. This study will determine whether or not we have 
to do extensive work in the cut to widen it. I cannot say now whether 
it is necessary or not. 

Depending on whether or not it is necessary will come our deter- 
mination of the funds that we could put back in the Treasury as 
capital repayment. 





TOLL CHARGES OF THE CANAL AS TO REPAYMENT OF DEBT 
Mr. THomas. I am speaking about rates now. 

Are the rates that you are charging sufficient to liquidate over any 
given period of time the original cost, plus interest? Original cost was 
about $1 billion, in round figures, and the accumulated interest up to 
now is about another $500 million, is it not? 

When was the canal completed and put in operation? 

General Porrer. 1914, the first ship went through, sir. 

Mr. Tuomas. Did the General Accounting Office make any analysis 
of your toll charges with reference to this matter? 

yeneral Porrrer. Yes, sir; they have. How complete it is, I do 
not know. I do not believe we have ever projected the ability of 
the tolls to repay the entire cost of the canal in any given period. 

Mr. Steers. Not 25 years into the future. I think it is important 
to note that up through 1951, $784 million of the Government’s invest- 


ment had been paid to the United States Treasury. 
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Mr. Tuomas. I will read from the Comptroller General’s report 
on the Panama Canal Company and the Panama Canal Government 
as of December. The report is dated December 1956. 

Mr. Tomas. I will read a part of it, General. I presume you are 
familiar with it. It says: | 

Our audit reports for fiseal years 1952 through 1955 contain several reecommenda- 
tions for changes in legislation which, in our opinion, are still needed. A number 
of bills were introduced during the 84th Congress which, if enacted, would have 
accomplished in part the objectives of some of the recommendations. The more 
important of these recommendations provide for amending the Canal Zone Code to: 

quire that losses sustained by the Panama Canal Company in the operation 
of business activities (commercial and service activities other than the canal 
activity) be included in the basis for determining toll rates. 

General Porrrr. Yes. 

Mr. Tuomas. Are you familiar with that? 

General Porrer. tes, 

Mr. Tuomas. What do you think about it? 

General Porizr. We think they are wrong, sir. 

Mr. Tuomas. You disagree? 

General Porrrr. Yes, sir. 

Mr. Tuomas. And therefore you have done nothing? 

General Porrrr. That is right, sir. 

Mr. Tuomas. No. 2: 

Require that prescribed toll rates be calculated to cover adequate provisions for 
depreciation or amortization of canal construction costs, including interest during 
construction. 

That total cost to date is around what—$1.5 billion? 

Mr. Steers. $280 million of facilities classified as nondepreciable 
and approximately $50 million interest during construction. 

General Porrrr. The latter, by law, is not included in the interest- 
bearing base. 

Mr. Tuomas. No. 3: 

Incorporate a plan for systematic refunding to the Treasury of the investment 
of the United States Government in the Panama Canal Company. 

Interest and original cost up to date, and all costs up to date is $1.6 
billion or $1.5 billion? 

Mr. Steers. $1,400 million. 

Mr. Tuomas. That was up to 1951. What is it up to date now? 

Mr. Srerrs. That is the current gross investment of the United 
States Government, of which 784 million was repaid prior to July 1, 
1951. 

Mr. Tomas. And interest cost. 

Mr. Srerrs. I will have to add to that the interest since 1951, 
which however has been paid into the Treasury. The net effect is 
zero. 

Mr. Tuomas. The interest has been liquidated from 1951 up to now, 
on a current basis? 

Mr. Steers. Yes, sir; on a current basis. 

Mr. Txomas. Not beyond 1951. What about that recommenda- 
tion, then? 

General Porrrer. That is last year’s report you have there, sir. 

Mr. THomas. That is right. 

General Porrrr. That is right. 

Mr. Tuomas. December is quite recent, though. 
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Mr. Srners. I have not seen a GAO report issued in December 
1956. 

Mr. Tuomas. You have not seen it? 

Mr. Wuirman. The first two recommendations were in last year’s 
report. The third one you read, I believe, was new. 

Mr. Tuomas. This was in prior reports. He reiterates it in this 
report. 

General Porter. Our feeling about that is this, sir: The Congress 
has set up the basic legislation. The Corporation has a Board of 
Directors which was contemplated by the Congress, and so stated. 

We feel that the Board of Directors is the one to establish the fiscal 
ics of the Canal Company within the framework of governing 
egislation. 

If the Corporation is going to be a meaningful entity, then it has 
got to be able to operate as a corporation. 

Mr. THomas. What has that got to do with paying back the prior 
debt? This report was issued December of this year. I do not think 
this came here until January. 

General Porrrr. Normally they send this to us for our comments 
before it is sent up to the Congress. 

Mr. Tuomas. Maybe it is in the mail to you now. Have you seen 
the original report? 

General Porrrr. Yes, sir. We have seen this recommendation in 
_ years’ reports, but I have not seen any report issued in Decem- 

er. We have made comments on prior reports of the General Ac- 
counting Office. We do not have a copy of our reply with us. 

Mr. Tuomas. Insert the reply in the record at this point, following 
the insertion of the Comptroller General’s statement | just read. 

(The material to be furnished follows:) 


Panama CANAL CompaANy COMMENT ON COMPTROLLER GENERAL’S 
( RECOMMENDATIONS 


1. Require that losses sustained by the Panama Canal Company in the opera- 
tion of business activities (commercial and service activities other than the 
canal activity) be included in the basis for determining toll rates. 

This recommendation is based on two assumptions. The first assumption is 
that the operations of the Company are divided into two clearly defined coordinate 
categories: one, the operation of the waterway and, two, the operation of what 
are designated by the GAO as “business activities.” The second assumption is 
that the law requires allocation of general corporate overheads on a fixed formula 
as between the two categories so that the revenues from one category cannot be 
applied to payment of the part of the overhead allocated to the other category. 
The part of the allocated overhead not recovered by any activity is called by the 
GAO report a “loss” in that activity notwithstanding the recovery by the activity 
of all direct operating expenses plus a contribution to general overhead. The 
report recommends, in effect, amendment of the law to provide that all revenues 
of the corporation are available for payment of general and administrative 
expenses. It is the position of the Company that amendment of the law is 
unnecessary for that purpose because there is no provision of the present law 
requiring a division of overhead between the two categories except in the case 
of the cost of Canal Zone Government. The Company’s method of recovering 
costs of Canal Zone Government now fully meets the requirements of the law 
on that point. 

The Company considers that it has one primary mission—the transiting of 
ships through the canal; that supporting operations are conducted only in fur- 
therance of the performance of that primary mission; and that tolls for the use 
of the canal are, under present law and sound accounting practices, available for 
the payment of all expenses of the corporation, including general corporate 
expenses. 
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2. Require that prescribed toll rates be calculated to cover adequate provisions 
for depreciation or amortization of canal construction costs, including interest 
during construction. 

Draft legislation to authorize depreciation or amortization of assets heretofore 
classified as nondepreciable has been approved by the Board of Directors of the 
Panama Canal Company and was submitted to the 83d and 84th Congresses. No 
action was taken on the proposed amendment in those Congresses. 

3. Incorporate a plan for systematic refunding to the Treasury of the invest- 
ment of the United States Government in the Panama Canal Company. 

The Company’s charter now places on the Board of Directors the responsi- 
bility to appraise annually its working capital requirements, together with 
reasonable foreseeable requirements for authorized plan replacement and ex- 
pansion, and to pay into the Treasury as dividends the amount of funds in excess 
thereof. Such “dividends” are treated as applicable to reduction of past or future 
Government capital contributions for interest purposes. 

The recommendation would withdraw this authority by requiring annual pay- 
ment into the Treasury of an amount at least equal to the depreciation and amor- 
tization for the year. The purpose of the 1951 reorganization was to place the 
affairs of the Company on a corporate basis as distinguished from the procedures 
applicable to so-called spending agencies of the Government operating with 
appropriated funds.. The Company feels that the corporate type of administra- 
tion has been completely justified in the operations since 1951 and that further 
infringement on its flexibility of operation would not be in the best interests of 
the United States Government. The requirement that appropriations be ob- 
tained to finance all major plant replacement and expansion would in effect 
reverse the objective of the reorganization. Adequate control of capital expendi- 
tures is maintained by Congress through annual review of the Company’s budget 
program under the Government Corporation Control Act. 


ACTIVITIES OF THE CANAL ZONE 


Mr. Tuomas. Let us do a little summarizing to see if we cannot 
save some time. 

The activities of the zone are broken down into two parts: Panama 
Canal Company, which runs the canal, maintains and operates it; 
and the other is the Panama Canal Government, which runs the 
government—the city and activities of the community. The govern- 
ment uses appropriated funds, but those funds are paid back from 
earnings. 

Mr. Wurrman. And revenues. 

Mr. Tuomas. Well, they will not be paid back from earnings, 
because you do not earn enough from the city itself, so you have to 
take some of the revenues from the Company. 

General Porter. Yes, sir. 

Mr. Tuomas. In addition to that, you pay the cost of operating 
the Company, you pay interest on the investment on an annual basis, 
and if there is anything left over, then it goes to amortize the original 
debt of $1 billion. Does that summarize it fairly and accurately? 

General Porrrer. Very accurately, sir. 
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Panama Canat Company 


Program and financing 


| 1956 actual | 1957 estimate! 1958 estimate 
- sain ll adbsiiainen 
| 


Program by activities: 





| } 
President’s office and staff__......___. pane $410, 920 $491, 100 $509, 600 
2: Comptroller’s office and staff....._.____- sc ebitia | 1, 973, 537 1, 797, 100 | 1, 798, 900 
3. Personnel bureau... .- siixt ‘ oy 492, 164 | 498, 900 509, 500 
4. Administrative branc bs. Sihbentbnaiinl 369, 791 403, 800 414, 600 
5. Secretary’s office, W ashington, es Gk ccna ~---| 69, 039 93, 800 88, 000 
6. Company buildings. | 165, 156 | 195, 500 228, 900 
7. Directors’ expenses____- Sina <eepamiubiaiaidaa | 17, 376 | 20, 000 | 20, 000 
8. Consultants and advisers-- 15, 730 | 33, 800 | 44, 100 
9. General accounting office audit 135, 281 130, 000 130, 000 
10, Re cruitment and repatriation . éitiitecadal 35, 225 38, 400 196, 300 
11. Employees’ States travel. aweeeu 75, 735 | 104, 200 680, 400 
12, Group insurance. is } = 53, 300 
13. Offices serving two or more operations 412, 300 
14. Apprentice school and apprentice nonproductive | | 
salaries__ bia cca ‘ nae > i 68, 900 
15. Duplicating unit___- ; | 70, 700 
16, Branch accounting offices, Isthmus_. : pica ; a as 78, 200 
17. Branch accounting office, New York- ; ; 205, 700 
18. General and special engineering services i | 116, 900 
19. Death and disability compensation paid - - - - ‘ | 385, 000 
20. Public services | | 44, 000 
21, Alien cash relief paid_- ; whoa 14, 898 | 18, 500 | 2, 034, 100 
22. Other. i ails 1 | 1, 300 30, 600 
—————— |--——__- a _ -_—— ——___— 
Total accrued costs _._- : Ee | 3, 776, 304 ‘| 3, 826, 400 | 7, 820, 000 
Financing: | j 
Revenue not included in limitation (—) _-- — 149, 690 — 152, 200 | 
Unexpended balance no longer available _- Leal 132, 386 4, 800 | 


ee a 


Limitation or estimate. .._.....-- we ithe “ a 3, 759, 000 | 3, 679, 000 7, 820, 000 








i 
{ 
} 
' 
b 
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General and administrative expenses by objects 








UNITED STATES AND HAITI 


Total number of no gpa positions: 
United oes PS, Oe Ee See ee ee eee 


EE NRL ERLE IE EY Ee 
Full-time 
United 
A ae re of all 1 
verage number ee oyees: 
United States 
ee WU SU go oi iw cetwewccowosous 


rates. 
Number of employees at end of year: 
i iceneeinmenoiewen 
OS eS ae ae 


Average salaries and grad 
General schedule a. United States rates: 
oo ons Lncatuducccccecnabwwabudlauludee.s 
Average grade. diets eschbidb-nddyerd Aware 
Ungraded tions: “Average salary: 
Uni States rates 


01 Personal services: 
Permanent eee 
United States and possessions................_---- 
Foreign countries: 
RenenONN CON0C 6 scceeeece nc. oe n.-.~...25 


Local 

Positions other than permanent: 

United States an: ine nen iS REI sia bedk 

Foreign countries: ee 
Regular pay above aa base: United States rates____- 
Payment owe baie 

United neues pee possessions.........._......-. ugpeatbe 

Foreign countries: Local rates... .-.-...--.-- P 
Excess of annual leave taken (—) over leave earned ______- 


Total personal services: 
United States rates. ................ bdneccaeti cues: 

Local rates__- 
Deduct portion not chargeable to limitation . 


Net personal services 
Travel__ 
Transportation of things. - 
Communication services 
nn. oon ccenceneetneccusaed 
Printing and reproduction -_----....___. SER eee 
Other contractual services....................-.-......... 
cs Cae ckeccecontobnceun 
I See ea lilt adce 
Grants, subsidies, and contributions: 
Contributions to retirement fund 
15 Taxes and assessments 
Depreciation 


HSRIR528R 


Total, United States and Haiti 


ISTHMUS 


Total number of permanent positions: 
United States rates 
IPMN COS cae ecenkne 
ID, Bo 8 Sh i. he hawtey eeabid 

Full-time equivalent o of all other positions: 
United States _- 
Local rates_. Se ioe 

Average number of all em ploy ees: 
United States rates _- a i eee 
Military rates 
Local rates_. 

Number of employees at end of : year: 

i as cleeaeepeoneads 
Military rates 
Local rates 


Average salaries and grades: 
General schedule grades: United States rates: 
Cee ee ios Oban sdedeinnknandienhrent sande 
es aulecewdiemad 
Ungraded itions: Average salary: 


Uni Saree icbclesenntaawenee 
Rib cndinaidsendonekedaehawnnndion 


1956 actual 


1957 estimate 





1958 estimate 























523 523 520 

8 8 S 

30 27 27 

l 1 1 

548 546 543 

9 9 9 

558 558 558 

9 9 9 

$4, 927 $4, 950 $5, 069 

6.3 6.4 6.4 

$4, 376 $4, 445 $4, 445 

$1, 750 $1, 860 $1, 860 

$2,320,618 | $2,357,775 | $2, 350, 250 

13, 500 13, 500 13, 500 

14, 000 14, 880 14. 880 

133, 447 124, 745 124, 760 

1, 320 1, 320 1, 320 

4, 569 2) 256 2) 498 

540, 758 539, 965 538, 945 

2, 436 1, 300 1, 300 

—3) 464 : ie 

3,009,428 | 3, 038, 241 3, 038, 953 

17, 756 17, 500 17, 500 

2,975,500 | 2, 989, 641 2, 826, 953 

51, 684 66, 100 229, 500 

959 4,000 3, 300 

563 200 400 

2, 563 4, 200 8, 200 

6, 662 10, 000 25, 200 

5 200 | 1, 200 

2, 78 600 6, 400 

657 1, 000 4, 500 

; 2, 500 500 

2, 487 4, 200 11, 400 

34 i 

647 800 3,100 

69, 039 93, 800 293, 700 

2, 618 2, 485 2, 441 
7 7 

6, 908 6, 528 | 6, 192 

57 30 111 

2, 024 1, 666 1,973 

2, 501 2, 444 2, 483 

7 7 7 

8, 932 8, 194 | 8, 165 

2, 455 2, 456 | 2,452 
7 7 

9,411 8, 707 8, 596 

$6, 356 $6, 502 $6, 501 

6.8 6.9 7.0 

$6, 951 $7, 327 $7, 580 

$1, 351 $1) 511 $1, 558 








asa wer eS 


i Aanw 
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General and administrative expenses by objects—Continued 
























































1956 actual | 1957 estimate | 1958 estimate 
IsTHMUS—continued 
01 Personal services: 
Permanent positions: 
United States rates. ..............-.--.....-------| $16,389,482 $16, 843, 801 $16, —— 
FD ch, EB hg, BE cass dom ciidilsitenprenmenrce-ti i 70, 873 73, 873 4,014 
DI sh eh fo se citer nennenano=-).. - SSR 9, 864, 446 oem on 
Positions other than permanent: 
CEU POOL Ale Sno icenemmnicemencomees 381, 973 212, 431 793, 525 
Tad lS a i warns pertain mins 2, 733, 863 2, 517, 818 3, 073, 859 
Regular pay above 52-week base: United States rates_- 96, 683 23, 966 55, 425 
Payment above basic rates: | 
United States rates_ - Robes ansnnnbaats 1, 064, 436 | 838, 430 950, 704 
Local rates.___--.-- anita 1, 190, 465 | 956, 321 963, 355 
Excess of annual leave earned over leave taken: | 
SE MN SUIS, Bin tana seo cwassqonnnnasasdinal 250, 174 O7GNS 1h... 242 0hen se 
Local rates_. eet BEE o aivadanbncsinee een 186, 259 | ~---|---------=- 
Total personal services: 
ID filo tcitcpeniesermcemermneaisisin 18,182,748 | 17,923,143 18, 747, 954 
Military rates__ ss 3s ahacayiatalasiaiiaeetaeeieiiaad 70, 873 73, 873 74, 014 
Local rates_...- -- aan 13, 441, 885 13, 338, 5 13, 683, 256 
Deduet portion not chargeable to limitation.....___ _- 28, 875, 016 28, 610, 001 29, 160, 324 
Net personal services....-...-.-----------------------| 2,820,490 | 2; 725,600 3, 344, 900 
ee piewas we eata apt cian ganic 76, 604 157, 200 860, 200 
03 Transportation of things... a a She 1h wpnecncicecremtcinretatianeie 12, 717 | 28, 700 91, 000 
04. Communication services...............-.-.-------------- 38, 696 | 37, 200 40, 200 
 REOURES GU GIIE COP WIE iin n-ne cic cccnntcntscavcll 84, 087 83, 400 87, 300 
06 Printing and reproduction.-.--.-.....-...-.-...-.-----..-- 72, 254 72, 800 75, 700 
07 Other contractual services__-- bc ccotetaitih tecagagieainle 215, 980 207, 500 360, 800 
General Accounting Office audit....._---------- 135, 281. | 130, 000 130, 000 
08 Supplies and materials_...................--- nicitadiate’ 47, 476. | 49,200: | 78, 600 
09 Equipment_-_...... sake lls adilamibien 393" |__... Mus SH EX 
li Grants, subsidies, and contributions... ental ii me wile Lose 53, 300 
Contribution to retirement fund -.._............---- 114, 302 146, 300 182, 600 
12 Pensions, annuities, and insurance DE cchaneees 14, 898 18, 500 2, 119, 100 
13 Refunds, awards, and indemnities_- oes cennn anomie besemwenentibdliith hes Sse SAE 15, 000 
ee et Ee 2, 136 1, 400 , 900 
INN ih ib DE Ls he een eeereerenes 72, 001 74,800 78, 700 
at netutinineaenrupeccecsus: neeesadednaentar 3, 707, 265 3, 732, 600 7, 526, 300 
Total general and administrative expenses-__.......-...-- 3, 776, 304 3, 826, 400 7, 820, 000 
Budget authorizations, expenditures and balances 
1956 actual | 1957 estimate | 1958 estimate 
niiesaian b heheh ta kL mal 
BUDGET AUTHORIZATIONS AVAILABLE 
Unobligated balance brought forward___............-....--.-- $10, 000,000 | $10,000,000 $10, 000, 000 
EXPENDITURES AND RALANCES i aa 
Unobligated balance carried forward.................- ee 10, 000, 000 10, 000, 000 10, 000, 000 


FINANCIAL STATEMENTS 


Mr. Tuomas. Let us take a look at the Panama Canal Company. 
That is the Company that runs and operates the canal itself. 

Put the tables on pages 3 and 4 in the record. 

(The documents referred to follow:) 
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| 























| Expenses 
Revenue (including Net 
ee eciation) 
| 
- atl itiina tein —————- 
ACTUAL FISCAL YEAR 1956 
@oenmhamerestionsa.. 36 202. sous... ..- é _....--| $40,856,993 | $16, 138, 275 $24, 718, 718 
Other maritime operations.__-____.. scalding iced 6, 770, 876 5, 187, 836 1, 583,.040 
Employee services... ...-......-....-.-- ee je 28, 100, 845 1, 342, 621 
Transportation and utility services - - -- peal nil 9, 241, 588 8, 957, 688 283, 900 
rere menmeons... J. Ul. ..........-.-.-.--------- 2, 944, 131 2, 569, 993 374, 138 
Canal Zone Government____--_-_----- # ERS 5, 749, 345 15, 827, 597 —10, 078, 252 
Ee a ee oda ekalks eles Ae Loa 8, 590, 710 —8, 590, 710 
Other general revenue and expense ---- ae 933, 493 6, 387, 484 — 5, 453, 991 
| ee hd anindommntictecenaneninnn 95, 939, 892 (TS 4,179,468 
ESTIMATE FISCAL YEAR 1957 a cr Aaa} j 

Canal operations... ...<=.......-.-- Suweeweee : 41, 353, 000 18, 354, 400 22, 998, 600 
Other maritime operations. __.......--.----- ee ee 6, 281, 400 5, 088, 200 1, 193, 200 
angeevee ceryies.22 2.2 i....-+-. 2._..--...-- a 23, 747, 600 22, 855, 000 892, 600 
Transportation and utility si nisin tagibeciseeiareeeetomnncimntacine , 9, 029, 100 9, 136, 700 — 107, 600 
Other supporting services PE, Ai deli nn dencnenmrenenennatl 2, 686, 100 2, 355, 200 330, 900 
Canal Zone Government-..._.........----- _ on atldeGel 6, 445, 600 16, 363, 400 —9, 917, 800 
Bea siciecssasctitsesun sts os5.555502- Kiemitiaininnataeia aa 8, 550, 700 —8, 550, 700 
Other general revenue and expense... -- ----.-.-----------------} 853, 900 6, 710, 300 —5, 856, 400 
ete. 5 TU Salata dade ss <cnnqeecesceewneorecera 90, 396, 700 89, 413, 900 982, 800 
——wne a | || alee ee ponne 
®ensiioperations:... 22... -...225.....-.-.-------------------- 42, 153, 000 18, 374, 500 23, 778, 500 
Other maritime operations... ..=. .........--...-.-..--.----- 6, 251, 300 5, 119, 800 1, 131, 500 
Speeebeves qereees..is..2- 65.5222. -'....-...--.- nein 16, 978, 400 16, 198, 300 780, 100 
‘Transportation and utility services -. -----. cctenieniaieapanael 9, 233, 700 9, 428, 900 — 195, 200 
@ther supporting services.....................------------ -| 2, 551, 300: 2, 249, 400 301, 900 
Canal Zone Government._._ -- basics ‘ ‘ 6, 692, 800 17, 521, 600 | —10, 828, 800 
Peete... 1008.81... Ai ..... mic abla i 8, 602, 300 —8, 602, 300 
Other general revenue and expense. puetinnnaeenn vecinmaneet 852, 200 7, 015, 600 —6, 163, 400 
ONE, SR eewevechbb tres scccedscseecccneceesseres 84, 712, 700 84, 510, 400 202, 300 


ee  —  ——————— 
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Panama Canal Company— Analysis of equity of U. S. Government, June 30, 1956 








and 1955 
1956 1955 
Net direct investment: 
Capital stock of original Panama Railroad Company (New York) __-~_- 7, 000, 000 | $7,000, 000 
Tentative valuation of properties and other assets, less liabilities, trans- PPO we “| ep -— 
ferred from the Panama Canal: 
Car shops and roundhouses, Feb. 1, 1950____- is 98, 944 190, 651 
Oil plants, docks and piers, July 1, 1950_____- 4, 975, 078 4, 757, 833 


Canal and other facilities and net working capital, July 1, 1951___- 382, 458,419 | 401,878, 720 


Tentative transfer valuation __. pital , ‘ “| _387, 532, 441 


_ 406, 827, 204 


Gross direct investment, as tenatively stated, June 30, 1956 and 1955. 394, 532, 441 | 413, 827, 204 





Less dividends and other See deductible from direct investment: 
Dividends paid to U. 8. Treasury: 


Prior to June 30, 1951 __ ns ight aan dati troll See 23, 994, 905 23, 994, 905 
Subsequent to June 30, 1951 : 15, 000,000 | 10, 000, 000 
Appraised value of lands conveyed to Re — of Panama with reim- | 
bursement, Dec. 16, 1943__- aaa .---| 11,759,956 11, 759, 956 
Properties ftansferred to U. 8. Navy, net.............-...--.----.--- 1, 312, 135 | 67, 578 
‘Total deductions 7 ¢ steele : pisit. ‘82, 066, 996 45, 822, 439 





Net direct investment (as defined by Panama Canal Company 
Act, as pene) 8 as tentatively stated at June 30, 1956 and 1955 
(interest bearing). se sesinsn gid eos cerita venience Rn aa SL , 465, 4 _, 68, 004, 765 


Retained income: 
Balance at July 1, 1955 and 1954, as previously reported _.___. i 85, 604, 432 85, 032, 832 
Net income for years ended June 30, 1956 and 1955, as tentativ rely stated 4, 179, 464 581, 134 
Adjustments to prior year’s stated net income: | 

Changes in interest payable to U. 8. Treasury for prior years arising | 





from revisions to valuation of net direct inv estment- : 1, 827, 374 (19, 495) 
Capitalization of equipment charged to expense in prior years ‘and | 

other adjustments to fixed assets and related depreciation and 

economic allowances, net (1, 813, 233) 9, 961 
Additional provision for 60 cycle conversion applicable t to prior years. (044, 885) | 2205.28.22. 
Other adjustments, net... __--- artdt inna te alc a (175, 703) sete diiaiadion 

"Teturreenine’ tmoome. ...<..........5..s05<.scp ld BOS. SLbe 88, 677, 449 | 85, 604, 432 


| 
Less emergency fund held by U. 8. Treasury, available on loan basis 


‘without interest... 10, 000, 000 10, 000, 000 


~| 





Balance at June 30, 1956 and 1955, as tentativ: ter stated rn 
est bearing) -- ‘ fs iio tee-lsbot 


78, 677," 449 75, G04, 432 





Total equity, June 30, 1956 and 1955, as tentatively stated (invest- 
ment of U. 8. Government) - aid on -naeseren- eee senaseae--=nee| 421, 42,504 443, 609, 197 





— _ eee — 


Mr. Tuomas. It is interesting to comment on some of the figures 
here. The canal operation itself includes tolls and revenues? 

General Porter. That is right. 

Mr. Tuomas. That is revenue for 1956, $40,856,993. Expenses, 
including depreciation, were $16,138,275, which gave you a net of 
$24,718,000. 

In 1957—that is your big year—your revenues from tolls jumped up 
to $41,353,000 and your operating expense was $18,354,400, leaving a 
net of $22, 998 ,600. Your operating expense went up faster than your 
increase in revenue, did it not? You had an increase in revenue of 
approximately $1% million, and your expenses went up $2,200,000. 

General Porrer. A part of that is pay increases, sir. 

Mr. Tuomas. Explain it briefly. Pay increases and what else? 


SALARIES 


General Porter. Pay increases, dredging of the Cristobal anchor- 
age. I think those are the largest two items. 

Mr. Steers. It is not dredging Cristobal anchorage, a capital 
item, but reflects an increase in maintenance dredging during the year. 
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Mr. Tuomas. Your “blue collar’ people, I presume, work under 
the Wage Board now, as established last year by the Civil Service 
Commission? 

General Porter. Yes, sir. 

Mr. Tuomas. Do you have any deficiencies pending in salary or 
wage increases for them? 

eneral Porter. No, sir. We have a Wage Board that meets 
twice a year, and revises the wages of the Wage Board group. 


ESTIMATED REVENUES AND EXPENSES 


Mr. Tuomas. Take a look at 1958. Your revenues continued to 
increase; your tolls for canal operation for 1958 are $42,153,000 and 
your expenses stayed rather static. They go up $20,000; $18,374,000 
for expenses, and your net is $23,778,500. 

That net of $22,998,000 for 1957 changes when you put the minuses 
to it. You have transportation and utility service. I cost you to 
operate it over and above expenses, $107,000. Your other supporting 
services here consist of what? 

General Potter. They are minor items like subsidiary items to 
the actual operation of the canal, Mr. Thomas. It is a rather small 
figure, $330,000, 

Mr. THomas. Your Canal Government costs you about $10 million. 
To be exact, it is $9,917,800, and there is your interest charge of 
$8,550,000 and other general revenue and expense. There is another 
loss of $5 million. 

I added this up yesterday. It is right at your $22 million. You 
come out with a net of $982,800. That does not leave anything to 
pay on the investment, does it? 

General Porrer. Very little, sir. We think that is going to be 
almost $1 million higher, due to these increased transits. 

Mr. Tuomas. You mean your revenues? 

General Porter. Yes, sir. 

Mr. Tuomas. It is going to be $43.1 million for 1958, rather than 
$42 million? 

General Potrer. For 1957, about $1 million. 

Mr. Tuomas. Thisis your estimate. You have 4 more months to go. 
You think it will increase. This net will be $1,982,800? 

General Porrer. Something in that area. 

Mr. Steers. It may go as high as $3 million. 

Mr. Tuomas. It might be well to break down your tolls here. We 
will put page 5 in the record. 

(The ocument referred to follows:) 
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Canal operations summary 


1956 actual 1957 estimate 1958 estimate 


Revenue: 
Tolls: 
Canal! tolls, (A. vessels _. BLL. Gee - as = | $37, 330,000 
Toll credits, U . 8. Government vessels. - a lai 1, 231, 
Total tolls and toll credits. -| 37, 450, 951 
Maintenance of channels and harbors ‘(Dredging Division | 
services) . - ts 
Navigation services and control “(har bor services) _ ee ae | 
Locks operations_..._.___...-..--- | 
General canal (tourist income, ferry service) - 


Total revenue, canal operations 








Net operating expense: 
Maintenance of channels and harbors_-_-_............--.-- ‘ 3, 138, 200 
Navigation service and control pnd emaneekeeinnedl , 377, 828 5, 815, 600 | 
Locks operations-_. iu dS , 839, 7, 922, 700 
OCI ho hemor ieee nainin= tnedngee! ‘ L 477, 900 | 


Total net operating expense-_._._._______- , li _ 8, 354, 400 | 8, 











Operating margin, canal operations.._................._| 24, 718, 718 ~~ 22. 998, 600 | 


CANAL TOLLS 


Mr. Tuomas. Canal tolls, commercial vessels, for 1957, $36,058,000; 
for 1958 it is going up, $37,330,000. For this constant increase, 
General, it has put you to work making some studies contemplating 
the advisability of enlargment? 

General Porrer. Widening the narrowest part of the canal, the 
Gaillard Cut, a section of the canal about 8 miles long, which generally 
: 300 feet wide, except for about 2,000 or 3,000 feet which is now 500 
eet. 

Mr. Tomas. Do we charge our own Government ships for going 
through? 

General Porter. We take credits for them, sir, by law. It is 55 
cents a draft ton. 

Mr. THomas. What is the toll for nongovernment vessels? 

General Porrer. Ninety cents for vessels laden and 72 cents for 
vessels in ballast. 

. TxHomas. Does that apply to United States as well as foreign 
ships? 
eneral Porrer. All ships, sir. 


NUMBER OF EMPLOYEES IN CANAL COMPANY 


Mr, Tuomas. How many employees do you have? 

General Porrrer. The total in the Canal Government and Com- 
pany 

Mr. Tuomas. I am talking about the Company now. Can you 
break it down for your locks operations? 

General Porter. We have all those figures here. We can put them 
in the record, sir. 

Mr. Tomas. Read them into the record now. What were they 
‘for the last 5 years? I would like that by fiscal years. 

Mr. Wairman. That is on page 20. 

Mr. Tuomas. This is dollars on page 20. 

General Porrer. Our page 20, sir. 


89841—57——_50 
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Mr. Tuomas. I beg your pardon. 

General Porrmr. This is our fact book, sir. 

Mr. Tuomas. Can you read them into the record? Take your 
time and find them. 

Mr. Wurrman. We do not have it broken down by operation. 

Mr. TxHomas. Any way you have it will be satisfactory. I would 
like the numbers making up your operating expense for the actual 
operation of the canal. 

General Porrrr. I have some figures here for 1955, 1956, and 1957, 
oe ag the Marine Bureau, which is the Bureau that runs the actual 
ocks. 

Mr. Tomas. All right. 

General Porter. United States citizens—do you want non-United 
States and United States? 

Mr. Tuomas. You had better separate them. 

General Porrrer. United States citizens in the Bureau in 1955, 877; 
1956, 876; 1957, 888. 

Mr. Tuomas. How much of an increase is that? 

Mr. Porter. That is 11 in 3 years. 

Non-United States, 1955, 2,260; 1956, 2,280; 1957, 2,366. A total, 
then, in 1955 for the Marine Bureau, 3,137; in 1956, 3,156; in 1957, 
3,254, or in those 3 years a 117 increase. 

Mr. Tuomas. In 3 years? 

General Porrsr. In 3 years. 

Mr. Tuomas. What is the function of that Bureau? 

General Porrrer. It runs the locks. It furnishes the pilots. It 
puts deckhands on the transiting steamers to handle the lines that 
come from the locomotives to the ship. The Canal Company fur- 
nishes those people, charging $10 per head for them for transit. They 
handle the lines from the locomotives as they come to each of the locks. 
That is the only increase that we have had to put on in the Marine 
Bureau. 

Mr. Tuomas. What is the number in that Bureau? 

General Porter. 1957, 3,254. 

Mr. THomas. What other bureaus do you have in the operation of 
the canal? 

INDUSTRIAL DIVISION AND COMPANY SHIPS 


General Porrer. We have an Industrial Division which runs—you 
might call it the ship-repair yard—where the ships are repaired, both 
commercial and government. 

Mr. THomas. y do you have a shipyard there? What is the 
occasion for it? 

General Potrer. The Canal Company, sir, has a rather extensive 
nee of vessels, to maintain the canal, to send the pilots out to the 

oats. 

Mr. Tuomas. How many vessels do you have besides the two that 
run out of New York? 

General Porrer. Those are the only 2 steamers we have, sir, but 
down there we have 2 large dredges; we have a 250-ton crane. We 
have some 10 tugs of seagoing type that tow larger vessels through 
mv cut. We have a sizable fleet of vessels to take pilots out to their 
ships. 

das. Tuomas, What is the total altogether of the ships, and at this 
point in the record give us a breakdown by classification and number. 
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What is the total number of ships you maintain and operate? 
General Porter. Sir, I will have to get that for the record. 
(The information requested is as follows:) 


Steamshing 5. 22 ae es ay eee ee ee eg eee ae ae 2 
Perry pow. UT) aed hee eon. ceed. SES TLL SLT 3 
Dretiges...._.._-. os tiie be GOOLE. bite diet 4 
ac ce SRS sete ea Bs Sa caia sich apl Ae 
I ic soba acct tnshtn-or cat's 3 rae «: ee ee a 
Tere ere ee suse Ss ths Ne ie Se biieeees pact are mie a A Fae, 
Barges and scows_.____.__-__- WA LU Se 24 (£6 oop 

i at ae BO RS GR ee Ne y j set we 133 


Mr. Tuomas. I believe that your justifications show that you sold 
1 and you have only 2 passenger ships left. 
General Porrer. That is right. 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Mr. Tuomas. What items do you include in your limitation? 


I will turn to the appropriating language appearing on page 153 of 
the committee print: 

The following corporation is hereby authorized to make such expenditures, 
within the limits of funds in borrowing authority available to it and in accord 
with law, and to make such contracts and commitments without regard to fiscal 
year limitations as provided by section 104 of the Governments Corporations 
Control Act, as amended, as may be necessary in carrying out the programs set 
forth in the budget for the fiscal year 1958 for such corporation, except as here- 
inafter provided. 

Not to exceed $7,820,000 of the funds available to the Panama Canal Company 
shall be available during the current fiscal year for general and administrative 
expenses of the Company, which shall be computed on an accrual basis. Funds 
available to the Panama Canal Company for operating expenses shal! be available 
for the purchase of not to exceed 17 passenger motor vehicles for replacement 
only, including one not to exceed $5,000— 


I suppose that is for you, General— 


and for uniforms or allowances therefor, as authorized by the act of September 
1, 1954, as amended. 

You are under a limitation here of $7,820,000 against a limitation 
last year of $3,679,000. Explain the difference in the limitation, 
the items that are included in the limitation and why the rest of 
the expenditures should not be’ included in the limitation. 

Do you break down your limitation between administrative and 
nonadministrative costs? 

General Porrer. All of these are administrative costs. 

Mr. Tuomas. Why should not your nonadministrative costs be 
under limitation? What is the total amount of your nonadministra- 
tive costs. 

General Porter. Historically certain items have been under limita- 
tion which in the past have added up to the figure you gave of 
$3,679,000. 

Mr. Tuomas. And that is purely the administrative cost-—— 

General Porrrer. Of the Company. 

Mr. Tomas. What are those items? 

General Porter. The ones that have historically been under a 
limitation—the President’s office staff, the Comptroller’s office staff, 
the Personnel Bureau, the Administrative Branch, the Secretary’s 
Office here in Washington, the Company buildings, the Director’s 
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expenses, consultants and advisers, the General Accounting Office 
audit, recruitment and repatriation in part, and the employees’ States 
travel—leave travel in part. 

Mr. Tuomas. Transportation from the zone to the States? 

General Potrer. Yes. Also alien cash relief in part, and a very 
small part, and $1,000 of ‘‘other.” 

The General Accounting Office suggested that all of our adminis- 
trative expenses in the Company should be under limitation. We 
agree, and that explains why this has jumped from $3,679,000 in 1957 
to $7,820,000. 

Mr. Tuomas. What are the items that you are going to put under 
limitation this year that have not been put under limitation there- 
tofore? 

General Porter. There is an addition in recruitment and repatria- 
tion. 

Mr. Tuomas. What page of the justifications does that appear on? 

General Porrrr. Page 48. 

Mr. Tuomas. At this point we will insert page 48 in the record. 

(The page referred to is as follows:) 
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General corporate exrpense—(other than interest and net cost of Canal Zone Government) 





| Not under limitation Under limitation 








Actual, | Estimate,} Estimate,| Actual, | Estimate,| Estimate, 



































1956 1957 1958 1956 1957 1958 
Income: 
Revenue.._......- ------} $104,851 | $33,700 | $102,200 | $78,642 | $70,200 |.......--- 
Assessment to Canal Zone Govern- 
TOI ah hj shoe ce dees 750,000 | 750,000 | © 750,000 |.........-]--~.------}_--------.- 
Sr ce necbovecas istiadienen need 854,851 | 783,700 | 852,200 | 78,642 70, 200 | 2222522 
———— 
Expense: 
President’s office dind Stall. iis 542) ie [bie i a 410,920} 491,100) $509, 600 
Comptroller’s office and staff__..._..- an en ae eae FBR 
WOMIRNNGR MOTOMe 5b 5 ok 5 25.828. hick TOA AL Ra Ad 492,164; 498,900; 509, 500 
Administrative Branch.__....-_---_--|_--------_]----- --|----------| 369,791} 403,800} 414, 600 
Secretary’s office, Washington, Br Oc.) .:.askde ootecomeess. 69, 039 93, 800 88, 000 
Company buildings..........-......-- ocd anb wah s-s4+-dseals-is-<563] - 1G 15 206,580) +. S00 
ge — eee as lx asada else acl ats ina! 17, 376 20, 000 20, 000 
Consuitents end edwiews...............}.-.. sis fh AlAs 15, 730 33, 800 44, 100 
General accounting office audit ______-. a noin cinemas doth piethetwl ne eeetm | 135,281; 130,000) 130,000 
Recruitment and repatriation .-___- ae 156, 124 BE Pe era inehn | 35, 225) 38, 400 196, 300 
Employees’ States travel__..........-- 522,515; 612, 900).......--- | 75, 735 104, 200} 680. 400 
LANE? SINOD g ccnctenueecocescen 58, 453 = can octet acchen i Dice ‘ 53, 300 
Offices serving 2 or more major 
Ca i tic oe deipetndtcndageab ds 194,377; 184, 400).......--. bp apes tna o-peageee 412, 300 
Apprentice school and apprentice | | 
nonproductive salaries. .........- 63, 422 73, 700}. ..---.-2.4| : Dever 68, 900 
Duplicating unit......--.._-- 68, 453 i i a eerie can eee i 70, 700 
Branch accounting offices, Isthmus. - - 74, 881 77, 900) -_ - - - Pb sSA ni. ot 78, 200 
Branch accounting oflice, New York-- OS een 6 oer 205, 700 
General and special engineering 
OVER. wisconsin sen divi. vee 122,244; 123, 400).......---. ecb athe. cee sues 116, 900 
Death and disability ppp | 
Nee. odes, iki. TA 87, 691 85, 000} _.__- 1.2 85, 000 
Public services -- i ipagmedied 71, 232) 65, 000F... .~...-.. besnewgasne |= s4 44, 000 
Alien cash relief paid_- ...---| 1, 940, 228) 1, 994, 000) .......--- 14, 898 18, 500) 2, 034, 100 
Nonecapital losses resulting from | 
treaty....... “ 3, 992 145, 000) 175, 000)... | anpeneectihecaiealied 
Depreciation, idle plant. Bred dats oe 12, 281 13, 500! 13, 500} _ _ - ~ 
Selective service. .....-...-----.-.--- 3, 185 3, 700} 9s TON 25 6550-5] - 11 -2- oe foeh ne oop 
Special standby power facilities. ___--_| a a alee Eat oototiteae-aean tel ecaciearnintioeeidaeaitan 
Repatriation of aliens_--.------ : 14, 783 WE ide sono sa~ lan geth h~=|,05b 0 Leena ees 
ints cath iain nlade animate ‘ 41, 265 29, 300) babi esnaee j 1, 452) 1, 300 30, 600 
I hii ictce inane pwdoketonrs 3, 634, 611) 3, 915, 700] 192, 200) 3, 776, 304| 3, 826, 400) 7, 820,000 
Interdivisional sales _. ait | —82,000! —71,048| —82, 000 ae ote 
Alien cash relief distributed _........-. —952, 383 —949, 800) OG) OOO 5503 64ce Ps dz aches 
General corporate charges. A 2, 682, 298 2, 965, 900 —804, 400| 3, 705, 256) 3, 744, 400 7, 820, 000 
Transfers from supporting operations | 389,328 467, 10D}... <= -- | Gahan ne le reant pmo dheecsegeney 
— ——|———— —— arene ~~ I cdeesieniailacll ——— | ——__—___—— —__—_ 
Net general corporate expense before | 
application of revenue... .....-.-- 3, O71, 556 3, 433, oki 400| 3, 705, 256 3, 744, 040 7, 820, 000 
Net general corporate expense. _...-. 2, 216, 705 2, 649, 300) 1, 656, = 3, 626, 614| 3, 674, 200| 7, 820, 000 








Mr. Tuomas. The first 4 or 5 items were not under limitation in 
1956 or 1957. 

General Porrrr. They were, sir. There are no figures for that 
group. 

Mr. Steers. Look below and you will see the dashes in each of the 
columns. There are no amounts. Here [indicating] is the group that 
is under limitation. 

Mr. Tuomas. According to your table they are not under limitation 
in 1956 or 1957. 

Mr. Srerrs. The first item of revenue was not under limitation. 
The second was an assessment of the general corporate expenses of the 
Government Company against the Company for services rendered by 
the Company. The Company does all of the administrative services 
for the Canal Zone Government. 
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Mr. Tuomas. Now you are going into expenses. That is what we 
are interested in. 

Mr. Sreers. That is right. The next 7 or 8 expenses are under 
limitation. You will see they are in the last three columns. 

Mr. Tuomas. Were they under limitation in years gone by? 

Mr. Sreers. Yes, sir. Those were the items historically under 
limitation. 

Mr. Tomas. What are the new ones? There is an item of $68,900 
for apprentice school and apprentice nonproductive salaries and an 
item of $70,700 for a duplicating unit. 

Mr. Sreers. Yes, sir. 

Mr. Tuomas. Is that a new item and a new activity? 

General Porrer. Before it was not under limitation, but the money 
was expended. 

Mr. Tuomas. It is not a new activity? 

General Porrer. Nothing new at all. 

Mr. Tuomas. Were your schools heretofore under limitation? 

Mr. Sreers. Yes, but they are part of Canal Zone Government 
costs and not Company costs. 

Mr. Tuomas. Yes; that is right. 

Mr. Steers. We have taken into the limitation group staff offices 
serving two or more major operations. That includes the Office of 
the Marine Bureau, the Supply and Employee Service Bureau, the 
Transportation and Terminal Bureau, and—— 

Mr. Tuomas. You are adding some new items this year under 
administrative expense for the Company; correct? 

Mr. Sreers. Correct. 

Mr. Tuomas. Now for the Government, heretofore and for this 
year, have all items been directly chargeable to appropriations? 

Mr. Steers. Yes. 

Mr. Tuomas. That is clear. You may proceed. 

Mr. Steers. The next item which was brought in was the appren- 
tice school and apprentice nonproductive salaries, $68,000. 

Mr. Tuomas. Why was that not heretofore under limitation as 
administrative costs? 

Mr. Steers. Because they had not ever been included in the 
administrative limitation. It is basically an operating expense. 

Mr. Tuomas. Why? That is what I am asking. 

General Porter. Nobody ever thought to do it. 

Mr. Tuomas, What were your items, numberwise, and dollarwise, 
for 1956, 1957, and 1958 that were not under limitation as far as 
nonadministrative expenses are concerned? 

Mr. Steers. For the company as a whole? 

Mr. Tuomas. Yes, we are talking about the company. All items 
of expense for the Government are directly appropriated for. 

General Porrer. That is right. May I call your attention to 
table 50? 

Mr. Tuomas. Proceed. 

General Porrer. You will notice there that we have listed all the 
items as if they had been under limitation, so there can be a comparison 
made to the changes in those expenses. 

Mr. Tuomas... That is corporate expense? 

General Porrer. Yes. 

Mr. Tuomas. I mean general administrative expense, or does it 
include nonadministrative expense? 
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General Porrer. These are all the items that this year will be under 
limitation, listed as if they had been under limitation in past years. 

Mr. Tuomas. You call this your administrative expense then. You 
put them all under limitation? 

General Porrrer. That is right. 

Mr. Tuomas. Do you have any administrative expense that you 
have not listed under limitation this year? 

General Porrer. There are no items administratively that the 
GAO suggests should be under limitation that are not included in 
this table. 

Mr. TxHomas. Regardless of what the GAO has to say—and I do 
not say that disrespectfully, I have the highest regard for the General 
Accounting Office and its staff—but are there any items of expense 
as far as administration is concerned that are not listed under limita- 
tion for the fiscal vear 1958? 

General Porrrer. Administrative expense—none to my knowledge. 


NONADMINISTRATIVE COSTS 


Mr. THomas. What is the amount of nonadministrative expense 
for the years 1956, 1957, and 1958, none of which have ever been under 
limitation? 

Mr. Steers. I will have to make a computation. Roughly $69 
million in 1956; $67 million approximately, for 1957; and $57 million, 
approximately, for 1958. 

Mr. Tuomas. There is no limitation in this appropriation language 
this year for your nonadministrative expense for the Canal Company? 

Mr. Steers. No, sir, nor in previous years. 

General Porrrer. Those are the expenses for operating the canal— 
the lock force and the gasoline and oil thtat are used. 

Mr. Steers. Also depreciation, materials, ete. 

Mr. Tuomas. You come up here with a limitation on the small end 
of your expenses of $3 million, $4 million, or $5 million, and for the 
big expenses of $60 million, $70 million there is no limitation. The 
Congr ess is giving you a blank check for that $60 million or $70 million 
a vear. 

‘Mr. Sreers. Those operating expenses vary with the volume of 
business, and are necessarily excluded from limitation. 

Mr. THomas. We understand. 

Explain to us these nonadministrative expenses. What items go to 
make up the $60 million for 1958? Do you have that? 

Mr. Strerrs. That will be made up of every type item of expense— 
depreciation, salaries, cost of operating materials and supplies, the 
cost of goods sold, and repairs. 

Mr. THomas. We like to know what we are doing. As fond as we 
are of you and the general, I do not want to give you a blank check 
for $60 million. That is what you are asking us to do. Will you 
break the items down moneywise for us? 

General Porrer. Sir, each and every one of these items that you 
are asking about are in the justification sheets under the department 
that is concerned. For instance, on page 9 of the justifications there 
is an item. 

Mr. THomas. Maintenance of channels and harbors. 

General Porrrr. And the items concerned are suction dredging, 
dipper dredging, other floating equipment operations, and so forth. 
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Also, there is the personnel, the gasoline and oil, the depreciation and 
so on for that particular function. For 1956 it is $2,512,793 and for 
1957, $3, 138, 000. 


BLUE-COLLAR SALARIES FOR MAINTENANCE OF CHANNELS AND HARBORS 


Mr. Tuomas. What part of the $3,138,000 goes to the blue-collar 
workers and what part goes to the civil service employees? How do 
you break that down in your personnel costs against other objects? 
That does not do us much cer until you break it out. 

Mr. Steers. Our accounts are basically maintained by activities. 

Mr. Tuomas. What part of that $3,138,000 goes to salaries here? 
You show an increase from $2,512,000 in 1956 to $3,138,000 in 1957, 
and then you show a decrease back to $3,026,000 in 1958. 

Mr. Steers. We maintain our accounts on an activity basis—the 
cost for each activity. We do in the company have an object analysis 
for the various operations. 

Mr. Tuomas. Are you preparing the justifications for your use and 
benefit, or for the use and benefit of the committee? 

Mr. Sreers. We are preparing it for the use and benefit of the 
committee. 

Mr. THomas. Would you mind fixing it up like we want it, then? 

General Porrer. These are prepared exactly like the Bureau of the 
Budget says we should fix them up for your use. 

Mr. Tuomas. Then you should go to the Bureau of the Budget and 
let them give you the money. If Congress is going to do the appro- 
priating you should fix them up like we want it done. Do you under- 
stand what I am talking about? 

General Porter. Yes, we do. 

Mr. Wuitrman. The budget program is submitted under the Gov- 
ernment Corporation Control Act which provides for this breakdown 
showing the administrative expenses on which the Congress puts a 
limitation. The Government Corporation Control Act does not con- 
template limitations on the other types of expenses. That is the 
explanation of the reason why it is presented in this way. 

General Porter. The complete list of our employees not segre- 
gated by the job they work on is given in the budget itself on page 222 
for the Canal Zone Government. 

Mr. Tuomas. If the Congress is going to have any control over the 
appropriations and the money you spend, it is obvious that you had 
better come up with a complete breakdown of your nonadministrative 
expense. If you do not do that, no one knows anything about your 
business. Certainly the Congress does not know. Your limitation 
here under your administrative expense is on $3 million or $4 million, 
and your big money is $60 million or $70 million, and the Congress 
does not have the slightest idea about it. 

General Porrer. May I comment on that for a minute? It is not 
given to mere man to predict how many ships are going to go through 
the canal. 

Mr. Tuomas. You do that. 

General Porrer. We predict. next year we will have a certain 
number of transits. Based on that, sir, the use of the labor, gasoline, 
fuel, and other costs, including depreciation, that we will have to incur 
to pass that number of ships. Even if we wanted to, we could not 
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mat any more money because you have only so many locomotives 
to put men on; you have only so many ships to put deckhands on. 

Mr. Tuomas. Su pose that the Congress wanted you to spend less 
money. You could do that if it were under a limitation. 

General Porrer. And not pass the ships, sir. 

Mr. Tuomas. I suggest in the future that you put all of your ad- 
ministrative and nonadministrative expenses right out in the open 
and give us the justifications. 

General Porrrer. We will furnish all information as required under 
existing directives. 

Mr. THomas. Good. 

Mr. Yates. Going back to page 9, maintenance of channels and 
harbors, to what is the increase arrtibutable? 

General Porrer. Increased cost of labor and wage increases. 

Mr. Yarss. Not an increase in the number of personnel? 

General Porrrer. Not in this particular item, sir. 


PANAMA RAILROAD 


Mr. Tuomas. What about your railroad? That is something that 
is of interest to the committee. 

General Porrrer. The railroad item appears on page 32 of the 
justifications. 

Mr. Toomas. Tell us about your railroad. How long is it? What 
does it cost you to operate it? What are its revenues? What are 
its expenses? 

General Porrer. The railroad, sir, was established by American 
interests over a hundred years ago. It was purchased by the United 
States Government when they were going to build the canal through 
the isthmus. 

Mr. Tuomas. We will insert page 32 in the record at this point. 

(The page referred to is as follows:) 























Railroad 

1956 actual | 1957 estimate | 1958 estimate 

Ni a gt Be Da ed fe dl iki alti ie nes Bt tee 
Revenue (sales of services). ............-- ickio ate Li i 51, , 008 $555, ¢ 000 3497, 000 

Opesating, expenses: | | 

Supervision and general openers acai : be 142, 300 | 137, 800 132, 200 
Road operations. . J ; : 3 Leal 314, 686 319, 800 314, 600 
Yard operations bake fii 253, 424 | 247, 200 | 246, 600 
Maintenance of equipment a is ilvnie — . 325, 909 312, 000 312, 600 
Maintenance of way and structures... --- : font 214, 700 223, 400 229, 500 
Freight house operations-.--......-- vee dqsdeyes 168, 251 130, 800 104, , 100 
Gross operating expenses___.-.........-.-...-...---.| 1, 419, 270 1, 371, 000 | 1, 339, , 600 
Interdivisional sales services. .------ . wf 381, 404 | 332, 000 | 311, 000 
j— —— —_—_ + — —————— 
Net operating expenses. _---.- 3 ¢ saul ah 087, 866. 1, 039, 000 1, 028, 600 


Operating deficiency (—). ........------------e2s.i1. he —286, 858 — 484, ‘000 — 531, 600 


The railroad furnishes passenger and freight train service between the Atlantic 
and Pacifie terminals for units of the Panama Canal Company and Canal Zone 
‘Government, the Armed Forces, and commercial interests, as well as acts as co- 
carrier of in-transit steamer cargoes across the Isthmus of Panama. Traffic has 
decreased appreciably in recent years, principally as a result of competition from 
commercial trucking and bus companies in the Republic of Panama which are 
operating across the existing transisthmian highway. 
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The House Merchant Marine and Fisheries Committee appointed a private 
consultant to study and report on the Company’s railroad operations. His con- 
clusions, accepted by the committee, were to the effect that the railroad should 
‘continue in operation. He also recommended certain changes in practices and 
procedures with a view toward reducing expenses and increasing income. The 
Company is now actively engaged in the adoption of virtually all measures con- 
tained in the report, and it is anticipated that a material improvement in financia| 
results will be obtained. 

General Porrrer. It was purchased by the United States and all 
during the years it has been a profitable operation up until the trans- 
isthmian highway was completed across the isthmus during the war. 
At that time a competitive method of transportation across the 
isthmus started to exist which had not existed before. 

Mr. Tuomas. How long is the railroad? 

General Porrrer. The railroad is 48 miles long, sir. 

Mr. Tuomas. And your net operating expense this year is 
$1,028,600? 

General Porrer. The net is $1,128,000; ves, sir. 

Mr. THomas. How much did you lose; $531,600? 

General Porrer. It is suggested in this budget we will lose that 
much except for one thing, sir—may I tell about the report that was 
made on the railroad? 

Mr. Tuomas. Sure. 

General Porter. The idea of doing away with the .railroad. was 
stopped by the legislative committee having to do with the canal. 
They hired a Mr. Ridgeley, a vice president, retired, of the Pennsyl- 
vania Railroad, to come down and for the committee make a report 
as to the necessity of maintaining it, or doing away with it. His 
report, since published as a House document by the Merchant Marine 
and Fisheries Committee, recommended that the railroad stay in ex- 
istence. He was of the opinion that it would be possible to run it as 
a profitable operation if we could get more freight. Most of that 
would come from the armed services, which largely now are using 
truck transportation on the highway. 

The report was accepted by the Governor as his directive, and the 
railroad, based on that report, was to continue in operation. I was 
impelled by the report of the Merchant Marine and Fisheries Com- 
mittee in prior years to maintain the railroad in its present situation 
until they made their determination. Since that report has been 
published we have made many changes in our operating procedures, 
in the number of people employed, and we think now that we can cut 
that $531,600 loss salishensalty. 

Mr. THomas. What do you mean by “substantially 

General Porrer. We can probably cut it down to a loss in the first 
year of operation under our new system to somewhere in the neighbor- 
hood of $300,000. 

Mr. Tuomas. How long is the railroad? 

General Porter. Forty-two miles. 

Mr. Tuomas. What is the total capital investment in it today? 

Mr. Sreers. I will have to give you that figure. 

Mr. Tuomas. Can you guess at it? Can you approximate it? 

Mr. Steers. A book value of $1,320,000 as of June 30, 1956, after 
applying depreciation of $10,500,000. 

Mtr. Tuomas. How many employees are working on it? 

General Porrer. There are approximately 315 citizens and—— 


7799 
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Mr. Tuomas. Is this under limitation for either administrative or 
nonadministrative expenses? 

General Porter. No, sir. 

Mr. Tuomas. Neither one? 

General Porter. No, sir. 

Mr. Tuomas. We would have a whole lot clearer idea of it if it 
were under limitation someway. You may proceed. 

General Portrr. I just cannot see how you could put an operation 
like that under limitation, sir, and expect us to carry the freight and 
passengers across the isthmus. On the railroad there are 73 United 
States employees and 240 Canal Zone wage employees. 


OPERATING EXPENSE 


Mr. Tuomas. What is your total expense for operating the railroad 
a year, including salaries, maintenance, and everything? 

General Porter. The gross operating expense for 1958 is estimated 
at $1,339,600, with a net of $1,028,000. 

Mr. Tuomas. Will you repeat that? 

General Porter. The gross operating expenses, $1,339,600. 

Mr. Tuomas. And your net is $1,028,600, and your deficit is 
$531,600. You think that you can cut that down to about $300,000? 

General Porter. Yes. 

Mr. THomas. Do you think that you could save money and give 
as good service in the way of transportation by closing down the 
railroad and substituting trucks and buses? What is your opinion? 
Could you save money and give as good service? 

General Porter. No, sir. 

Mr. Tuomas. You do not think you could? 

General Porrer. I say that, sir, because in fairness to Mr. Ridgeley 
who was an expert railroader, he thinks we can operate at a profit 
or break even. If he thinks we can operate at a breakeven point, 
we can give better service. 

Mr. Tuomas. Do you think that it ought to be closed down? 

General Porter. No, sir. 

Mr. Tuomas. The answer is “‘No,’’ and it ought to be maintained 
and operated; is that your answer? 

General Porter. Until we have a chance to see whether we can 
bring it up to a profitable position. 

Mr. Tuomas. That ends that. 


GAO REPORT ON RAILROAD 


Now, have you seen what the General Accounting Office says 
about it? 

General Porter. No, sir. 

Mr. Tuomas. It is in the General Accounting Office report on the 
Panama Canal Company and the Canal Government issued in De- 
cember 1956. It reads as follows: 


In October 1954, the Board of Directors approved recommendations of the 
President of the Company that the Panama Railroad be abandoned and that the 
Company include in its 1956 budget a request for funds to purchase a fleet of 
motor vehicles. The report of the House Committee on Appropriations on the 
Department of Commerce and related agencies appropriation bill, 1956 (H. Rept. 
603, 84th Cong.), stated that a majority of the Committee believed that the 
abandonment of the railroad should be looked into by the appropriate legislative 
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committee of the House of Representatives before any further action was taken 
on the matter. The House Committee on Merchant Marine and Fisheries held 
hearings on the abandonment of the railroad in June 1955 at Washington, D. C., 
and in December 1955 at the Canal Zone. In its report on the hearings, the 
Committee expressed the opinion that the operation of the railroad should be 
continued se an examination and report to be made by qualified railroad 
experts. he examination was pitentated, in August 1956. 

here are several aspects of the new treaty with the Republic of Panama, which 
was ratified by the United States Senate on July 29, 1955, that will have a signifi- 
cant effect on the operations of the railroad and that should be given careful 
consideration in arriving at a definite conclusion as to whether or not the railroad 
should be ‘abandoned. These are: 

(1) The reduction in volume of freight traffic that will result from the 
withdrawal of commissary privileges from non-United States citizen em- 
ployees in the Canal Zone. 

(2) The provisions of the treaty relating to the removal of the railroad 
terminal operations from the cities of Panama and Colon and the transfer 
of the land, improvements, and railway stations to the Republic of Panama. 

If the railroad is not to be abandoned and the Congress authorizes the transfer 
of the land, improvements, and railway stations to the Republic of Panama, it 
will be necessary to construct new terminal facilities within the Canal Zone, It 
would also be necessary to replace much of the existing railroad equipment. 


REPLACEMENT OF EQUIPMENT 


Mr. THomas. Now, how much is it going to cost you to replace the 
railroad equipment? 

General Porrer. This year we are buying six refrigeration units or 
cars so that we can carry frozen food at a cost of $24,000. We do not 
know yet whether we have six more cars that we can improve for 
refrigeration at that modest expense, or whether we will have to buy 
new cars for that purpose. It is not my present intention to buy new 
cars for the additional six. If the railroad is to be continued in opera- 
tion and we can prove that it can be operated at a profit, it will be 
necessary about 3 years from now to start to replace equipment in a 
major way at a cost of at least $1 million. 

Mr. Tuomas. Do you think that $1 million will cover it? 

General Porrmgr. It will cover 3 years from now. 

Mr. THomas. What will be the remainder of the bill? 

General Porrrr. If it continues as an operation we will have to go 
into a replacement program just like any railroad does. We will have 
to replace engines—— 

Mr. Tuomas. I am talking about the additional cost by virtue of 
the treaty of 1955. 

General Porrrer. That cost will be in the neighborhood of $270,000. 


STEAMSHIP OPERATIONS 


Mr. Tuomas. At this point in the record we will insert pages 34 
and 35. 
(The pages referred to are as follows:) 
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Steamship operations 


Kevenue:] ; 
Sales of services 
Sales of commodities__- 


Total revenue 
Operating expenses: 


Cost of commodities sold__ 
Vessel expenses. -.__- 


Pier operations, New Yok ...,.....200 a 


I 
Passenger Offices 

Haiti office______- 

Supervision and general operations.. 


Gross operating expenses 
Interdivisional sales and services 


Net operating expenses 


Operating margin 








1956 actual 


$5, 416, 757 
56, 047 


1957 estimate 


$5, 393, 100 
55, 000 


1958 estimate 


$5, 586, 100 
55, 000 





5, 472, 804 


25, 438 
5, 872, 809 
673, 419 
233, 013 
165, 614 
72, 967 
86, 844 
7, 130, 104 
1, 874, 797 





5, 448, 100 


25, 100 

5, 912, 000 
652, 000 
238, 400 
157, 000 
66, 200 
89, 700° 


7, 140,400 
1, 746, 500 


5, 641, 100 


25, 100 

5, 929, 500 
632, 100 
241, 100 
157, 300 
65, 800 
90, 600 


7, 141, 500 
1, 506, 800 





5, 255, 307 


5, 393, 900 | 


5, 634, 700 





217, 497 


54, 200 





6, 400 





The foregoing tabulation shows this activity budgeted on the basis of operating 


three vessels between New York and the Canal Zone with stops in both directions 
at Port-au-Prince, Haiti. The Company has since sold one of the vessels to a 
private United States steamship line for $5,704,000. The provisions of the 1955 
treaty with the Republic of Panama have materially reduced the freight require- 
ments of the Company and, by accelerating the sailing schedule of two vessels, 
the Company found it possible to dispose of 1 of its 3ships. Under the new 2-ship 
operation financial results are expected to be substantially improved over the 
budgeted margins shown above. 


Power system 


Revenue (sales of services) ..............-...---.--...--..--- 


Operating expenses: 


I a cristae eaen 


Power transmission.................-- 
Power distribution 

Maintenance of electric ranges 
Supervision and general operations - - 


Gross operating expenses__ 


Interdivisional.sales and services....._.-___- 


1956 actual 


1957 estimate 


$1, 444, 872 


658, 666 
260, 075 
613, 064 
123, 680 

83, 955 


1, 739, 440 


$1, 476, 400 


910, 900 
312, 700 
557, 700 
129, 900 

76, 200 


1, 987, 400 


| 


1958 estimate 
$1, 528, 400 


1, 105, 700 
345, 400 
590, 300 
131, 200 

78, 400 


2, 251, 000 


573, 929 
1, 165, 511 


909, 800 1, 087, 900 


Net operating expenses 1, 077, 600 1, 163, 100 
Operating margin, before extraordinery ereieennd due to 
power conversion -_____- a 


398, 800 
Extraordinary charges due to pow er conversion. 


286, 900 
111, 900 


365, 300 
286, 900 


78, 400 





Operating margin or deficiency (—) 


The power system operates and maintains hydroelectric and diesel generating 
stations, transmission lines, substations, and distribution system, for the genera- 
tion, transmission, and distribution of electric current throughout the Canal Zone. 
Power is generated at hydroelectric stations located at Madden Dam and Gatun, 
and at diesel-electric stations located at. Miraflores, Cocoli, and Agua Clara. 
The hydroelectric stations are employed to carry base loads with the diesel- 
electric stations available for peak loads, standby service in case of hydroelectric 
generating unit or transmission line failures, and as firm power units when a pro- 
tracted dry season results in a shortage of water for hydroelectric generation. 
Areas served include three sets of locks, industrial areas, Armed Forces installa- 
tions, and residential districts. 

The workload of the power system is measured by the amount of power gen- 
erated, the system peak load and by the number of generating and substations 
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required to be manned in order to generate and deliver the power demand; by the 
miles of transmission line maintained, and by the number of electric ranges main- 
tained for rental to employees. While these factors are not directly convertible 
to man-hours of labor, they are, by comparison, indicative of the increase or 
decrease of the overall activity of the system. Comparative figures for 1956, 
1957, and 1958 are as follows: 


COMMISSARIES 


Mr. Tomas. What about your commissaries? What did the 
treaty do to you on commissaries costs? 

General Porter. It cut $13 million out of sales. We lost 10,000 
customers. 

Mr. Tuomas. How much money did you save by losing 10,000 
customers? 

General Porrrr. It will cause us, of course, to cut our margin, 
as you can well see. Our income will be cut in half. 

Mr. Tuomas. What are your markups? 

General Porrer. Our markups average generally 22 percent on 
landed costs. 

Mr. Tuomas. That means transportation costs and the cost of 
putting it into the store. Does that include overhead too? 

Mr. Steers. Yes. It varies by type of items. The markup may 
be as high as 50 or 60 percent on some items and much less on others. 

Mr. Tuomas. I have never been down to the Canal Zone. 

Do you operate your stores like they do in the Army and the Navy, 
where you have the commissaries and the PX’s? 

General Porrrer. No,sir. We call it a commissary, but it is—— 

Mr. Tuomas. Certainly you do not mark your staple groceries up 
22 percent. 

General Porrmr. Yes. 

Mr. TxHomas. That is pretty high. 

General Porrer. My problem is, sir, with the loss of half my 
business we have got to reduce our overhead bodies, our management. 


LUXURY ITEMS 


Mr. Tuomas. What about your luxury items? 

General Potter. We have none, sir. 

Mr. Tuomas. What about shoes, sweaters, and so forth? 

General Porrrr. Those are clothing for our employees. We sell 
that, but not diamonds, watches, cameras, china, and luxuries. 

Mr. Tuomas. Why do you not sell them? You have the overhead 
there to support it; do you not? 

General Porrrr. We are living next door to a country where those 
things are sold. 

Mr. Tuomas. Did you do it before the treaty? 

General Porrrr. In the years past we used to have luxury items in 
the stores. 

Mr. Tuomas. Does your treaty of 1955 prohibit you from carrying 
luxury items? 

General Porrrer. No. It is prior to the 1955 treaty. 

Mr. Tuomas. Did you have a prohibition against. it? 

Mr. Yates. How did you happen to go out of that business? 

General Porrrr. Off the record. 

(Discussion off the record.) 
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Mr. Tuomas. What about the Army, the Navy, and the Marine 
Corps? 

General Porrrr. I have no control over them. 

Mr. Tuomas. Do they have PX’s there? 

General Porrer. Yes. 

Mr. Tuomas. I cannot see any harm in taking care of our own 
people when they are at a foreign base. The only complaint I have 
is your 22 percent markup, which I think is too high. If you are 
trying to serve the people down there and cut down their living ex- 
penses, your markup is a little high. 

General Porrrr. We have to cover our overhead. We are just at 
about a break-even point in 1958 with sales. 

Mr. Tuomas. You are making the groceries and the food and cloth- 
ing pay for the hospital bills, the light and power bills, and the street 
pavement bills, and some of the house rent? 

General Porrrer. No, sir. This overhead is the commissary division 
overhead. 

Mr. THomas. How much money did you make out of it last year? 

General Porrrr. In 1956 the operating margin was $779,000. In 
1957 it is estimated at $380,000. 


COMMISSARY SALES. VOLUME 


Mr. Tuomas. How much business do you do in the stores? Is it 
about $23 million to $25 million? 

General Porrer. Yes. 

Mr. TxHomas. Are the natives down there eligible to purchase things 
in your store? 

General Porrrr. Only those that live in the zone, sir. 

Mr. Tuomas. Heretofore anybody could come in and buy? 

General Potter. Any of our employees could. We lost 10,000 
customers, half of our customers. 

Mr. Yates. What effect does that have on employees’ relations? 

General Potter. Panamanian citizens were the ones who lost it 
and they feel that they should buy their subsistence in their own 
country. 

Mr. Yates. You mean that the Panamanian customers, felt that 
way or the Panamanian merchants? 

eneral Porrrer. The latter. 


PaNAMA CANAL Company, CAPITAL PROGRAM 


Mr. Tuomas. We will insert pages 51, 52, and 53 in the record at 
this point. 
(The pages referred to are as follows:) 


PANAMA CANAL ComMPANY CAPITAL ProGRAM, FiscaL YEAR 1958 


Explanations of and justifications for each of the principal projects comprising 
the Company’s capital program for fiscal year 1958 are given in the following 
pages: It is estimated that the entire program for 1958 will involve 
the obligation of $12,305,200 with expenditure of $9,166,300. Of the total esti- 
mates, conversion of locks electrical systems from 25- to 60-cycle current will 
require obligation of $137,000 and expenditure of $1,800,000; replacement of 
locks towing locomotives and cranes, obligation of $6,250,000 and expenditure 
of $20,000; to complete the program for deepening the Cristobal anchorage, 
obligation and expenditure of $680,000; improving the channel at Paraiso Curve, 
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‘obligation of $1,072,500 and expenditure of $710,000; continuing the conversion 
of the electric power system from 25- to 60-cycle current, obligation of $852,300 
and expenditure of $2,742,300. 
In general, those projects of a continuing, routine, or minor nature have: not 
ene included in the justifications. Additional details will be available at the 
earings. 


Canal and allied maritime projects 


Conversion of locks (less locomotives) to 60-cyele: 
Project total , $3, 980, 000 
Fiscal year 1958 obligation schedule 137, 000 
Fiscal year 1958 expenditure schedule_____- 1, 800, 000 


This is a continuation of the project initiated in fiscal year 1956 to convert 
the locks electrical distribution systems, motors, accessories and equipment (less 
lecomotives) from 25- to 60-cycle. Briefly, the conversion to 60-cycle is necessary 
to avoid the extra expense of providing two frequencies following conversion of 
the power system; to obtain the economies of 60-cycle equipment which is 40 to 
90 percent less in cost; to permit ready procurement of equipment which, under 
the obsolete 25-cycle frequency, is practically custommade; and to secure the 
economies and advantages of the 60-cycle frequency for locks lighting. The 
authorization in fiscal year 1958 will complete the conversion of the Atlantie 
locks and continue the work at Pacific locks. 

The authorization requested for fiscal year 1958 will be used as follows: 





Obligations | Expenditures 








Complete Atlantic locks conversion aaah natn ta 0 $633, 000 
Continue Pacific locks conversion --- -__. . | 0 | 959, 000 
Complete Atlantic SIP-7 and SIP-3 conversion__...._...._.....--- Sees. oa $15, 000 

‘Continue Pacific SIP-7 and SIP-3 conversion_...............-..-.----.----- 38, 

Continue engineering, design and inspection__-______- AULT L. £5 cnt 84, 000 


Neen ee eae eee eater tear ea ee 137, 000 1, 800, 000 


The obligation and expenditure schedules for the project are as follows: 








Obligations | Expenditures 


$62, 315 $59, 815 
3, 750, 685 
137, 000 
30, 000 





Replace locks towing locomotives and cranes: 
Project total : $6, 290, 000 
Fiseal year 1958 obligation schedule : 6, 250, 000 
Fiscal year 1958 expenditure schedule 20, 000 


A project t> replace the sixty-seven 25-cycle electric towing locomotives and the 
three 25-cycle electric locomotive cranes at the locks with new locomotives of 
improved design and operating characteristics or other suitable towing devices 
was initiated in fiscal year 1956. Proposals were solicited and of the 3 proposals 
received 2 were for replacement locomotives while the third was for a new type of 
towing device. The towing device proposal involves substantial saving in both 
first cost and subsequent operating expense, but it cannot be adopted until certain 
operating problems have been solved. Accordingly, operating funds were made 
available in the fiscal years 1957 and 1958 budgets to meet the development and 
testing expenses. On the assumption that development and testing is successful 
and management is hopeful at this time of the feasibility of the device, obligational 
authority will be required in fiscal year 1958 to enable an order to be placed for a 
full complement of units. The obligation schedule shown herein is based on that 
assumption. Should tests prove the device not feasible it will be necessary to 
readvertise for new bids for replacement locomotives. In this case the time in- 
volved to obtain and evaluate the new bids will extend into fiscal year 1959 and 
accordingly obligational authority will not be required until that year. The 
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original peoteet schedules provided for award of contract in fiscal year 1956, 
testing of models in 1957 and delivery of the units in fiscal year 1958 and fiscal year 
1959. Under the revised program the fiscal year 1956 schedule has been revised 
to reflect actual obligations and expenditures, the fiscal year 1957 schedule has 
been deleted, and the balance of the original fiscal year 1956 obligational authority 
has been rescheduled to fiscal years 1958 and 1959. The overall project cost has 
been held at the original fiscal year 1956 obligation level pending negotiation for 
test models and bids on the remaining models after feasibility is determined. 
The tentative obligation and expenditure schedules are as follows: 








Fiscal year Obligations Ce 
ac tae caittonin og enciansigape oink cln a antrave-toethin eeineperecaeetohieiaaree ta sana $13, 307 | > rod 
PE MUPPESACLS ab hdiiecuseernce bots LobubGewssen sretndsiwedbblide Kéhoabels 6, 250, 000 
FEE dui tab wcittmndakonns cm -siceb<utine hee bemeinindtyla eee neste aioe anes 26, 693 6,250, 688 

EO De dopa dene ted tp doy dae bat add cot ukemi eee epee etnias 6, 290, 000 "6, 290, 000 


POWER CONVERSION SYSTEM 


Mr. Tuomas. Are these projects under obligation? 

General Porrrmr. The power conversion system is. We have en- 
tered into a contract to buy the first two of the new type locomotives 
to try them out to see whether they will work. 

Mr. THomas. Do you call this administrative or nonadministrative? 

General Porrmr. This is nonadministrative. 

Mr. Tuomas. It is not under limitation? You do not have any of 
your nonadministrative expenses under limitation? 

General Porrer. No, sir. But it is being presented to you in 
exactly the same way as anything from the Corps of Engineers. It 
would be just like we would want to build a dam, except here we are 
asking to buy locomotives. 

Mr. Tuomas. How do you buy this merchandise? 

General Porrrer. Through competitive bids, sir. 

Mr. Tuomas. Do you look for the market to go up or down on this? 

General Porrmr. We have signed a contract with the le Tourneau 
people. If the two work, the contract includes a provision we will buy 
the remainder at a cost that they bid and we accept. 

Mr. Tuomas. At this point in the record we will insert pages 54, 55, 
56, and 57. 

(The pages referred to are as follows:) 

Replace caisson No. 1 pumping and accessory equipment: 


Rvoieet 40t0h n.d) ociibau ius te YWubstibab odd JuwasiinnLwlun _... $200, 000 
Fiscal year 1958 obligation schedule___-_-_~- Sosa eee 6douedikit «. 191, 000 
Fiscal year 1958 expenditure schedule_..........-...-....----- 115,000 


Caisson No. is 1 of 2 combination floating dams and pumping plants which 
are used to unwater the lock chambers for the overhaul and repair of underwater 
parts of the locks. Caisson No. 1 was purchased in 1914 and has given fair service 
since that time. The hull is in excellent condition, but the pumping plant is 
unreliable; the electrical equipment is deteriorated and obsolete; and the lighting 
system is inadequate. The conversion of the locks power system to 60-cycle 
necessitates either conversion or replacement of the caisson equipment for opera- 
tion on the new frequency. In view of the unreliability, age, and poor condition 
of the existing equipment, replacement rather than conversion is proposed. The 
work to be performed consists of the following: 

(a) Replace all motor starters. 

(b) Replace all electrical switchgear. 

(c) Install new lighting system. 

(d) Replace main pumps and motors. 

(e) Reinforce valve stems. 


89841—57——_51 
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The project has been coordinated with the locks 60-cycle conversion program 
and is scheduled over a 3-year period beginning in fiscal year 1957 with the 
authorization of funds for preparation of designs, plans and specifications. The 
obligation and expenditure schedules for the project are as follows: 


Fiscal year Obligations | Expenditures 





$7, 000 
115, 000 





Raise locomotive tracks in emergency dam depressions: 
Project total 


With the removal of the old emergency dams there will no longer be any need 
for the depressions in the locomotives tracks which were provided to permit the 
locomotives to pass under the overhang of these dams. Elimination of the 
depressions will make the upper wing wall accessible to locomotive cranes for 
handling bulkheads, valves, and other parts; will improve new locomotive design 
by removing restrictions on car width and height of towing cable guide above 
rails; and wiil result in better ship handling. 

It is proposed to raise the tracks after the old emergency dams have been re- 
moved and before the new locomotives are placed in service. The authorization 
in fiscal year 1957 is to be used to prepare designs, plans, and specifications and to 
order materials. The authorization in fiscal year 1958 will cover construction. 

The obligation and expenditure schedules for the project are as follows: 


Fiscal year Obligations | Expenditures 





$77, 000 $7, 000 
120, 000 190, 000 





Deepen Cristobal anchorage: 
Project total $2, 475, 000 
Fiseal year 1958 obligation schedule 680, 000 
Fiscal year 1958 expenditure schedule ) 


This authorization provides for completion of the project to obtain safe and 
adequate anchorages for large vessels by deepening a portion of the harbor to 
40 feet. The project was initiated in fiscal year 1955 and as originally proposed 
was to provide four anchorages. Further study of the problem of facilitating ship 
handling in the harbor indicated the desirability of extending the deepening project 
to provide a fifth anchorage and a turning or maneuvering area. The extended 
area will provide necessary maneuvering space and will eliminate the need to re- 
shuffie anchored shipping upon arrival of a large ship in the anchorage. 

The authorization available for the fiscal years 1955 and 1956 was sufficient to 
complete all but a triangular section in the center of the original four anchorages. 
This “‘wedge’’ resulted in the loss of full utilization of 2 of the 4 anchorages. 
Accordingly, provision is made in the expanded project to remove the triangular 
section to obtain requisite full utilization of the area. 

The obligation and expenditure schedules for the project are as follows: 


Fiscal year Obligations | Expenditures 
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Channel improvements, Paraiso Curve: 


TOT WINE odie. codncecctncwsscugutapetin. dibs tek $1, 800, 000 
Fiscal year 1958 obligation schedule__._____._......-.-------- 1, 072, 500 
Fiscal year 1958 expenditure schedule_____..__...----------- 710, 000 


The channel improvement proposed at Paraiso Curve is a part of a long-range 
program developed to improve canal navigation by removing existing hazardous 
conditions. This project, selected for initiation in fiscal year 1958, has been given 
top priority as a hazard requiring first attention in any improvement program. 

Southbound vessels must reduce speed at Paraiso Curve for the approach to 
Pedro Miguel locks. The act of reducing speed reduces the pilot’s control of the 
ship. The hazard at this point is materially increased in the case of large un- 
wieldy ships by the necessity of making a change in course while in a condition 
of lessened control. It was at this location and under conditions similar to those 
noted above that a laden supertanker went aground in December 1955 leading 
to a lawsuit of almost $500,000 against the Company. Correction of the existing 
hazardous condition is to be accomplished by removal of the bank jutting into 
the canal prism to obtain a widened channel and flattened curve. The project 
involving the removal of an estimated 520,000 cubic yards of hard rock and 130,000 
cubic yards of earth is estimated to cost "$1,800,000 and will be accomplished by 
contract and hired labor forces. The obligation and expenditure schedules for 
the project are shown in the following table: 


Paraiso curve 


[In thousands] 

















1958 1959 1960 | Total 
oben ees ee ee Eek eee 
| Obli- Ex- | Obli- | Ex- | Obli- | Ex- | Obli- | Ex- 
| gation | pend- | gation | pend- | gation | pend- | gation | pend- 
iture iture iture iture 

| 

Contract: pans and ene ‘| 
the dry”......._.. $612.5 $250.0 | caso eel Coe |__._....| $612.5 | $612.5 

Hired labor: | | 
Subaqueous mining-drill-boat....| 60.0 60.0 |. = Si WBA ee | 60.0] 60.0 
Dipper dredge excavation. | 400.0 | 400.0 | $620.0 | 620.0 | $107.5 5 | $107. 5 I, 127.5 | 1,127.5 
aiden tnieciuncichieskocesin +h 072. 5 710.0 620. 0 982. 5 107. 5 | 107.5 iI, 800 0 1 900.0 

| 








Mr. Tuomas. You have an item here to replace a gasoline service 
station and the alteration of a freight house. 

General Potter. Those items go through page 62, sir. 

Mr. Tuomas. What are these items—regular items you are carry- 
ing where you are going to do a little extra work? 

‘General ‘Potter. Some of them are new things, sir. For instance, 
the one on page 60, the gasoline service station. 

Mr. Tuomas. What do you mean by your original language over 
here on page 51: 
explanation of a justification for each of the principal projects comprising the 
Company’ s capital program for the fiscal year 1958 is given in the following pages. 
It is estimated that the entire program for 1958 will involve the obligation of 
$12,305,200 with expenditure of $9,166,300. 

General Porrrr. Yes. 

Mr. Tuomas. On page 64, is that an item of $13 million, or the 
sum total of all of them? 

General Potrer. That is the conversion from 25 to 60 cycles, and 
that $13 million project started 2 years ago and will not be finished 
until 1961. 

Mr. THomas. What is the amount you are spending on it this 
year? 

General Porrrer. Expenditures for this year, $2,742,000. 
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Mr. Tuomas. That is the last item appearing on page 51? 

General Porrmr. Yes. 

Mr. Tuomas. You have obligations of $852,300 and expenditures of 
$2,742,300? 

General Porrrer. Yes. 

Mr. aed What do you mean, you obligate $852,300 and you 
spend $2,742,300? 

Generel Pe oTrER. Well, we advertised on certain jobs. The face 
value of the contract will be that amount of money. 

Mr. THomas. You mean that the $2,742,300 is an accumulation of 
prior years, plus the $852,300? 

General Porrer. Yes; going contracts. 


Canat ZONE GOVERNMENT, OPERATING EXPENSES 


Program and financing 





| 1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
1. Civil functions: 
(a) Customs and immigration. -- $418, 138 $426, § $431, 900 
(5) Postal service - - - “ ‘ , 089, 456 | ’ yf 1, 156, 900 
(c) Police protection . aiid , 557, 521 1, 548, | 1, 572, 800 
(d) Fire protection 584, 863 , 007, , 063, 400 
(e) Judicial system._.-_-- | 67, 912 BS, 6 69, 600 
(f) Education... - 3, 567 | 3, 133, 7 3, 538, 300 
(g) Public areas ‘and facilities... an 069 , 282, § , 442, 800 
“0 Library - L ost 7, 061 4, % 104, 100 
) Internal se curity - i , 143 106, 5 107, 700 
i Other civil affairs... i 1 "521 112, 7 164, 300 
. Health and sanitation: 
(a) Hospitals and clinics 5, 373, 030 | 5, 452, 200 5, 755, 200 
(6) Other publie health services. 320, 821 591, 1 660, 200 
. General government expense: 
(a) Office of the Governor-. | 48, 716 54, 54, 400 
(6) Other general government expense-... 1, 422, 018 383, 5 , 400, 000 
(c) Adjustments to prior year costs . 761 
Total costs__- 5, 827, 597 
. Relation of costs to obligations: 
Costs financed from obligations of other years, ne 


7, 521, 600 


065, 521 — 844, < ~—973, 600 


Total obligations » 076 15, 410, ( 3, 548, 000 
Financing: Unobligated baiance no longer available_-.- 85, 924 


Agpreprintiog .. . sos is cheb ine i 4,9 3, 000 | 15, 410, 000 | 3, 548, 000 
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Obligations by objects 




















1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent ee | 
United States rates....._.._- Su hie 1, 208 | 1, 189 1, 226 
Military rates____.__- ECs AAAS «clipe aitwickgunpraicmesainaiaa 19 20 20 
Local rates __ b 1, 132 1, 199 1, 252 
Full-time equivalent of all other Positions: 
United States rates... .__._- ° wlreeeeaitdatiei iw adalanaieetel 32 29 29 
See en ek 42 40 38 
Average number of all employees: 
a ee  acekh da nama 1, 204 1, 190 1, 239 
ls es Ue ol eta dd desebes 20 20 
Local rates 1, 239 1, 289 
Number of employees at end of: year: 
Sn eee 1,174 1, 218 
Peery MON. ooo ENR. J 20 20 
STRAIN SS rittksiendadede 1, 220 1, 272 
Average salaries and grades: 
General schedule eennen: United States rates: 
Average salary___..-. Biee = $6, 408 | $6, 505 $6, 509 
Average grade... -_---.. 6.7 | 6.8 | 6.8 
Postal field service grades: United States rates: | 
Average salary . dina 4 $5, 722 | $5, 787 $5, 814 
i i nn enamine emia 4.7 | 4.7 Le 
Grades established for policemen: 
I a ld i een oii oie cain $6, 200 $6, 198 $6, 198 
Grades established for firemen: United States rates... ___ $6, 100 | $6, 782 | $6, 864 
Grades established for teachers: United States rates__.___- $6, 285 | $6, 327 | $6, 267 
Ungraded positions: Average s: one: | 
SP Sait. 55456250 L i cewwdddinacsacweae $5, 239 $5, 330 $5, 426 
Local rates_. ict vs htditiintalemieeed $1, 378 $1, 483 $1, 605 
01 Personal services: | 
Permanent positions: 
SONNE. aaint ees wnccceactbeccs $7, 319, 049 $7, 355, 263 $7, 669, 862 
Military rates. 181, 316 222, 861 | 222, 861 
Local rates____-- 1, 559, 694 | , 277, 828 | 2, 008, 354 
Positions other than permanent: 
United States rates_.- is iaae eaeleensin si einieennilltihaiia niet 201, 643 187, 57% 185, 045 
SA IE dcaein Guin sac stance. ; 57, 483 | 58, 600 | 61, 526 
Regular pay above 52-week base: United States rates. 31, 830 | 17, 065 19, 193 
Payment above basic rates: | | 
United States rates-._-..-.- ciateieieleds 331, 541 | 333, 189 | 329, 614 
Local rates _. 46, 152 | 89, 417 105, 841 
Other payments for person: al services: Local rates _- 18, 988 18, 004 | 18, 004 
Total personal services: 
United States rates-.- 7, 884, 063 7, 893, 090 | 8, 203, 714 
ID SUUIIN Slike hele oo on. obinamdaaiapins " 181, 316 222, 861 222, 861 
Local rates__....--- ‘ 1, 682, 317 1, 943, 849 2, 198, 725 
02 Travel_- write 3 378, 413 441, 300 451, 400 
03 Transportation of things. rere 1" 260, 397 295, 400 319, 000 
04 Communication services......................--.--- 64, 578 87, 600 87, 700 
05 Rents and utility services_..__......._..............- 136, 638 137, 700 137, 700 
06 Printing and reproduction._-............_._......-..--.-- 27, 679 42, 500 40, 800 
07 Other contractual services- -.--. 2, 454, 084 2, 601, 300 | 2, 904, 100 
08 Supplies and materials........................--.....-..- 1, 024, 987 1, 061, 800 | 1, 163, 000 
el I 005 in. nied dE atdis aksaceamumeanatn 26, 944 12, 100 12, 100 
11 Grants, subsidies, “and contributions. 31, 872 30, 700 35, 900 
Contribution to retirement fund _- vs 329, 604 361, 900 498, 600 
12 Pensions, annuities, and insurance claims..---- 149, 730 151, 200 150, 700 
13 Refunds, awards, and indemnities. - 1, 687 1, 300 1, 300 
14 Interest_. . ‘ 121, 135 121, 000 121, 000 
15 Taxes and assessments................_..--..------------ 6, 632 4, 400 | 4, 400 
Total obligations. - - ---- a vbitp 14, 762, 076 15, 410, 000 | 16, 548,000 
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Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation _ 
Obligated balance br ought forward - 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations _- 
Out of prior authorizations 


Total expenditures_- 
Balances no + wh available: 
Unobligated _ - Sich ini 
Obligated _. 
Obligated balance carried forward 


Total expenditures and balances- 


$14, 948, 000 
> 291, 407 


17, 239, 407 


12, 593, 585 
2, 221, 696 | 


| 14,815, 281 | 


185, 924 | 
34, 821 | 
2, 203, 381 


‘17, 239, 407 | 





1956 actual 1957 estimate 


000 | 


203, 381 


3, 381 | 


000 | 


139, 381 


, 381 


1958 estimate 


$16, 548, 000 
2, 264, 000 


18, 812, 000 


, 299, 000 
2, 200, 000 


1, 499, 000 


2, 313, 000 


Mr. Tuomas. Let us take a look at your Government. 


COMPARATIVE LISTING OF OPERATING ACTIVITIES 


We will insert page 72 in the record at this point. 


(The page referred to is as follows:) 


Taste 1.—Comparative listing of operating activities (showing accrued costs of each 


and grand total obligations) 





Costs by activities | Actual, 1956 | 





1. Civil functions: 
(a) Customs and immigration 
(b) Postal service 
(ec) Police protection 
1) Fe Be ob dhiiscendemiicscccdesteusoce we 
(e) Judicial system 
(f) Education 
ig te areas and facilities 
@ Intend security 
(j) Other civil affairs 
2. Health and sanitation: 
(a) Hospitals and clinics 
(b) Other public health services. 
3. General government expenses: 
CB 
(6) Other general government expenses 
(c) Adjustments to prior year costs 


101, 521 


5, 373, 030 
620, 821 | 


58, 716 
1, 422, 018 
8, 761 
ts 15, 827, 597 
Relation of costs to as Costs financed from obliga- 
tions of other years, net (— (Refer to schedule imme- 
diately following this fisting) 


Total obligations ‘14, 762, 076 | 





Mr. Tuomas. This shows 
functions here, customs pind 
tection, fire protection, 
That goes up $400,000 this year against last year. 

General Potrrr. Yes. 


our cost by activities. 


immigration, postal service, 
judicial system, educational, anc 


CT 


Estimate, 


112, 700 


5, 452, 200 
591, 100 


54, 400 
1, 383, 500 
— 123, 300 


16, 254, 400 


— 844, 400 


“15, 410, 000 





Estimate, 
1958 


— oO ee 
eee cane 
RERESEASS 
ZS2SESSE= 


z 
s 


17, 521, 600 


—973, » 600 


16, 548, 000 


You show several 


f 


olice pro- 


so forth. 
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INCREASE IN APPROPRIATION REQUEST 


Mr. Toomas. The $14,752,000 for 1956 goes to $15,410,000 in 
1957, and this year it goes to $16,548 000, or about $1,100,000 more 
than last year. Justify the increase. 

General Porrer. The increases are labor-—— 

Mr. Sremrs. The details appear on page 74 of the justifications. 

Mr. Tuomas. The big increase here is in the hospital. It jumps 
from $5,452,000 last year to $5,755,000. There is a third of it right 
there; is 1t not? 

General Porrmer. Yes. I would like to give you a few sentences on 
that. 

Mr. Tuomas. You can give us all that you want. 

General Porrrr. The committee has caused the consolidation of all 
hospitals in the zone. 

Mr. Tuomas. How many do you have, 2 or 3? 

General Porter. We have 2 general hospitals, psychiatric hospital 
and a leprosarium, sir, the consolidation has resulted in a considerable 
savings to the Federal Government per se. 

Mr. Tuomas. How many beds in the two hospitals? 

General Porrrer. There are approximately 1,000 beds in all. The 
two general hospitals are adequate. However, we have been forced 
this year to cut out our maintenance to take care of a local wage 
increase, and the budget for the hospitals should not let that mainte- 
nance be deferred any longer. I would appreciate it very much, Mr. 
Chairman, if you could come to the zone and see the problems that 
we have with respect to maintenance. 


COST OF CANAL ZONE GOVERNMENT PAYABLE BY PANAMA CANAL CO. 


Mr. Tuomas. We will all have to come down to see you pretty 
soon, General. We will insert page 77 in the record at this point. 
(The page referred to is as follows:) 


TaBs_e 3.—Summary of costs and recoveries producing net cost of Canal Zone Govern- 
ment payable by Panama Canal Company 





Actual, 1956 Estimate, Estimate, 
1957 1958 





Pa OTR iin cin dutty supnaceeednocons <canGncaunine $15, 827,597 | $16, 254, 400 $17, 521, 600 
SEED Ci genic node Gtidieneasandeccassccuscscceadpe 5, 749, 345 6, 439, 900 6, 692, 800 
Net cost of Canal Zone Government poeaiens to Treas- 


ury by Panama Canal Company -- ----| 10,078,252 9, 814, 500 10, 828, 800 


OBLIGATION AND DEPRECIATION 


Mr. Tuomas. Your total operating cost for the fiscal year 1958 will 
be. $17,521,600. You have obligations for 1958 of $16,548,000. 

Mr. Srerrs. The difference is depreciation. 

Mr. Tuomas. That is $1 million. 

Mr. Stresrs. Approximately $1 million. It is just short of $1 
million which. amount we are required to reimburse to the United 
States Treasury as a part of the cost of the operation. It is a nonfund 
item. 
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Mr. Tuomas. And your revenues and recoveries for these services 
this year will be $6,692,800 and against a total cost of $17,521,600, 
showing a net cost of $10, 828,800 for the fiscal year 1958; is ‘that 
correct 

General Potter. Yes. 

Mr. Tuomas. Now, that cost of $10 million is set out on pages 78 
through 85. 


Mr. Steers. The revenues begin on page 86. 


DETAIL OF ACCRUED COSTS AND RECOVERIES 


Mr. Tuomas. At this point in the record we will insert pages 86 
through 89 of the justifications. 
(The pages referred to follow:) 


Canal Zone Government—Detail of recoveries 


1958 estimate 





Civil functions 1956 actual | 1957 estimate 








Customs and immigration: 





























Custom fees revenue...............-.-.-. 2 s---------- mee fais Ses riax 2... 
Immigration station revenue__._._-.....-.......---------- 16, 541 $18, 000 $18, 000 
gE EAI REED OS TE SAE Eee 8, 617 9, 000 9, 000 
Total customs and immigration..._.._............---. — 25, 226 27, 000 27, 000 
Postal service: 
Interest earned on investments_-.--.............-..-------- 165, 834 166, 000 166, 000 
Sale of postage stamps and stamped paper, box: rents, per- 
enter a he esti iar thaliana aoe. i Alfie 700, 204 712, 400 714, 000 
Mone onder 8 Nn ne nin. prinieaabine co cabndoanomeetebhiall 41, 706 42, 200 43, 000 
I aimnnanbmeinints 9, 454 9, 400 7, 000 
Dated penta, Oar iis oss Lace os pe cee - casas asayn 917, 198 930, 000 930, 000 
Police protection: Miscellaneous...............-.------------- 8,339| 14,000 14, 000 
Fire protection: | DRED EER iy cc 
Recovery from Armed Forces___.-.....--- mob de UALS «i a a ; 655, 100 691, 300 
I cant MNO 1. es dide chile clank otrete aces 
Total fire protection............- cininiiaile ovules ehioennaudll 400 655, 100 691, 300 
Judicial system: Fines.._..._........- Gibduuberw, 2 suena 45, 368 53,000} 53, 000 
Education: ‘hae ne 
Recoveries from Armed Forces and other U. 8. Govern- 
1, 261, 375 1, 297, 800 1, 417, 700 
51, 840 168, 500 176, 700 
12, 279 13, 600 14, 600 
6, 478 5, 000 5, 000 
19, 010 20, 600 21, 000 
20, 573 21, 500 Ba) 
18, 672 20, 500 20, 500 
1, 490, 227 1, 547, 500 1, 655, 500 
2, 968 2,900 2, 900 
Other civil affairs: i rm 
a franchise, estate administration and other fees. 19, 229 22, 000 22, 000 
Oe emnensend 92, 094 90, 500 89, 800 
Civil defense: From Federal Civil Defense Administra- 
Wm 1 Ti eel i a. it fi 1, 407 2, 000 2, 000 
eo | BAS AMIEL a 112, 730 114, 500 113, 800 


Total civil famotions........-..... 222-222-2222... oaduce 2, 602, 456 3, 344, 000 3, 487, 500 
peters fee es 
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Canal Zone Government—Detail of recoveries—Continued 









Civil functions 1956 actual | 1957 estimate | 1958 estimate 








HEALTH AND SANITATION 


































Baga and clinics: 
Go 
"Tapadiant ee eS ee a ae $1, 399, 910 $1, 362, 500 $1, 406, 000 
I 531, 917 525, 000 529, 000 
Nonhospital revenue__..___..__.....-2.-.-..-.2--.---- r 90, 500 
Ss I tele Tis cits een ciiee 2, 022, 327 2, 025, 500 
Coco Solo; 
IR ik nn han oie doccassaiomemion 466, 751 476, 400 
Outpatient revenue... .............4.........4.5 5.488 J 153, 000. 
TN in eo 42, 900 
Totals Does, Galo. 3. nse chn-cpuessgesepem-<e-pree 672, 300 
Corozal: ; ion 
DINO Bie anti hen Mince atin ames 
Nonhospital revenue.___...........-..-.---2---------- 1, 900 
II nn cn cinecscsage ssiiliecréaniane came 46, 900 
Palo Seco Leprosarium: 
SEE COUN ao oa iodo oso dep en cueeidaseenas 134, 700 
Non-hospital revenue_-._...--. -..<..+.--+++.14-.-.+.-. 1,000 
Total Pale Peon . L1G OL siete. sath d..2 135, 700 
Total hospitals and clinics. ._....................... | 2 880, 400 
Other"public health services: 

Health Direetor’s Office: Vital statistics fees_........_...- 800 

Cemeteries: Interment and disinterment service.--........ 16,000 

Division of Preventive Medicine and Quarantine: 

IOI gd, 5 a edpmmandotmninntnens: 500 
uarantine service to ships. ............-.......---.-. 800 
accinesion pecsram (Pens)... ncngassadswocrb-h’ 14 5.7 4 Oslnde--ce-=25-- 43, 000 
Total preventive medicine and quarantine._-___...-- 44, 300 

Division of Veterinary Medicine: 

I nos nn ceackinans cocasinduanmaaeadueeedl 25, 500 
PU ooo catered en. . cacieenensemeoeasion 400 
Total veterinary medicine...__......-...--_. eae 25, 900 
Total other public health services._................. 87, 000 
Total health and sanitation__.._............---.-.-. by 2, 967, 400 
GENERAL GOVERNMENT 
Government buildings, lands, and sites: 

Buildings, rentals__....-.....-- 16, 525 q 15, 100 

Lands and sites, rentals. 15, 124 13, 000 13, 000 

Land licenses... __.-....- 105, 138 100, 000 100, 000 

Miscellaneous revenue.............-..-----.-.------------ 22, 705 6, 000 6, 000 

Total government buildings, lands, and sites..........-- 159, 492 134, 100 134, 100 
Recovery from Armed Forces: Portion of general and admin- 
istrative expenses, fire consolidation... ........--.......-.-..|-------------- 98, ¢ 300 | 103, 800 
Total general government_.........--- viinemaaepich tae 159, 492 232, 400 237, 900 
‘ SUMMARY 
Grand total recoveries. _.......-- Aa 5, 749, 345 6, 439, 900 | 6, 692, 800 
Net cost of Canal Zone Government: payable to ‘Treasury by 
I ST SI io Sen ncetncucunqesunaeiped 10, 078, 252 9, 814, 500 10, 828, 800 
Total operating costs, Canal Zone Government-.--.-..- 15, 827, 597 16, 254, 400 17, 521, 600 





Mr. Tuomas. Which of these are your big, major functions? [I 
note you have covered here customs and immigration, postal, police, 
fire, judicial, educational, public areas and facilities. In other words, 
this is your public works, we will say. In addition you have your 
libraries, internal security, civil affairs, hospitals and clinics, Office of 
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the Governor, and other governmental agencies. Which one of these 
main areas here shows the largest income? 

General Potrrer. Well, I would say—— 

Mr. Tuomas. Put your finger on it right quick. 

General Porrrer. Police and fire have no recovery whatsoever. 
The postal service has only the recovery of stamps sold. 


NET COST OF CANAL ZONE GOVERNMENT PAYABLE TO TREASURY 


Mr. Tuomas. Mr. Budget Officer, may I respectfully request that 
you give us a little short table here with comparative columns and all 
on one sheet, where we can see it? 

This is wonderful information, and you deserve much credit for 
giving us the details, but give us a summary sheet of your 10 functions 

ere, covering 18 items for 1956, 1957, and 1958, showing the revenue 
and the cost. Your third column will show your losses for the 3 years 
for all of your 17 major functions. 

Mr. Sreers. Sir, that is schedule B-3, which will be found in 
the budget. 

Mr. THomas. Which page does that appear on? 

Mr. Steers. I do not have the committee print here, but it is on 
page 619 of the budget. 

r. Taomas. Is it in your justifications? 

Mr. Steers. It is at page 619 of the President’s budget. 

General Porrer. That is the Federal budget. 

Mr. Thomas. It is not in this book here; is it? 

General Porrer. No, sir. 

Mr. Tuomas. Put it in this book here, and then put it in the record. 

General Porter. All right; fine. 

Mr. Tuomas. Next year you should also do likewise. 

General Potrer. Yes, sir. 

(The information requested follows:) 
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POLICE, EDUCATIONAL AND POSTAL SYSTEMS 


Mr. Tuomas. Summarize the three big items where your biggest 
net cost has occurred, General. 

General Porrmr. As I brought out, the police system has no 
recovery whatsoever. The postal system has only the recovery of 
sales of stamps and that sort of thing. The police protection costs 
$1,558,000. 

Mr. Tuomas. Give us the others right quick ; summarize them for us. 

General Porrmr. The education and the schools have a net cost of 
$1,882,000. I would like to again point out that these net costs are 
reimbursed to the Treasury by the Panama Canal Company. 

Mr. Tuomas. How many scholastics do we have? 

General Porrrr. 10,000 students. 

Mr. Tuomas. How are they broken down between American Army 
or American civilians and natives? 

General Porrrer. The native population in the schools is about 
4,000. The 6,000 is divided by about two-thirds Canal Zone em- 
ployees, and about one-third civil-service children. 

a. Tuomas. We have 4,000 natives and we pay for their educa- 
tion? 

General Porrmr. They get free education provided they reside in 
the zone. 

Mr. Tuomas. Do the natives like it and enjoy it, and think it is 
worth their while? 

General Potrrer. Yes, sir. 

Mr. Tuomas. Well, that is good. 


COMPTROLLER GENERAL’S REPORT ON HOSPITALS AND MEDICAL SERVICES 


I shall read from Comptroller General Campbell’s report of Decem- 
ber 1956, dealing with hospitals and medical services. He specifically 
says about hospitals and medical services as follows: 

Our audit report for fiscal year 1955 contained comments on various deficiencies 
in the hospital and medical activities of the Canal Zone Government. The 
principal deficiencies still exist and are summarized below: 

Rates charged employees and their dependents are too low. 

The rates charged individual employees and their dependents for hospital and 
medical services are substantially less than the rates charged in the United States 
for comparable services. The use of the low rates results in the recovery of only a 
fraction of the cost of providing the services; consequently, the employees re- 
ceive a substantial fringe benefit. 

The canal organization recently advertised for bids for group medical and hos- 
pitalization insurance. The invitation to bid stipulated that payments by the 
insurance company would be limited to the amounts the employees are required 
to pay under the present medical tariff. 


He goes on to say that you do not include that loss in the base bid, 
and he suggests you ought to do it. 

What is your comment on both of those items? 

General Porrer. They have their opinion and I have my opinion, 

Mr. Tuomas. We are asking you for your opinion, General. 

General Porrer. Our opinion is exactly opposite to theirs, sir. 
May I call this to your attention? Our average cost is approximately 
$27.50 to have a patient in the hospital overnight. 

Mr. Steers is a rather high-salaried employee of the Canal Zone. 
Mr. Steers, what do you pay when you go to the hospital overnight? 
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Mr. Srexrrs. I will pay as an inpatient $8 for the room plus sched- 
ule charges for medical and surgical services and supplies as required. 

General Porrer. $8 for the room? 

Mr. Tuomas. What does it cost you? 

Mr. Srexrs. That is not directly related to the $27.50 which is the 
average cost. I would pay on an item basis for specific service re- 
ceived rather than on a total average cost basis. 

Mr. THomas. What does it cost you to operate per day per bed? 

Mr. Strers. $27.50. 

Mr. Tuomas. In the United States we operate our veterans hos- 
pitals, GM & S and the Army and Navy at around $20 per bed. 

Mr. Sreers. We have compared our costs with the large Army 
hospitals such as Walter Reed, Letterman, Fitzsimons, and one other. 
Our average costs are lower than theirs. 

Mr. THomas. You mean as high? 

General Porrmr. No; at least as good as theirs. The $20 appears 
very low to me. 

Mr. Tuomas. In the United States it is about $20 per bed for a 
GM & § hospital—Army, Navy, and Veterans—and you can take 
that figure as being reasonably accurate. 

General Porrrer. Yes, sir. 

Mr. Tuomas. That is in the continental United States. Outside 
the continental United States, I do not know. 

General Porrer. Mr. Steers brought out one important point: 
Our costs include depreciation and interest. which are not included 
in these others. 

Mr. Tuomas. I am not quibbling with you, because I do not know 
whether you are right or wrong as far as | am concerned. Indiv idually, 
I think you are about right. 

Do the natives enjoy this hospital, too? 

General Porrer. Very much, sir, when they need it. 

Mr. Tuomas. Do they get the same treatment? 

General Porrrr. Yes, sir; they get exactly the same treatment. 

Mr. Tomas. At the same cost? 

General Porrer. A man pays according to his salary, sir. 

Mr. Tuomas. And they enjoy it and appreciate it too, do they not? 

General Porrer. Yes, sir. 

Mr. Tuomas. Well, that makes it nice. 

General Porrrer. Yes, sir. 


DOCTORS AND NURSES 


Mr. Tuomas. How many doctors and how many nurses do you 
have, and what is the salary schedule for the doctors and nurses? 

General Porrer. We will put that in the record, sir. 

Mr. Tuomas. Well, do you have any approximate idea of what it is 
now? 

General Porrer. Those are all given in the budget, sir. Generally, 
we pay stateside salaries for the same service, plus 25 percent. 

Mr. THomas. How many doctors and nurses do you have, approxi- 
mately? 

General Porrrr. I believe it is, roughly, 200 nurses and approxi- 
mately 60 or 70 doctors. 

Mr. Tuomas. How many nurses? 

General Porrmr. Approximately 200. 
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Mr. Tuomas. You have 60 or 70 doctors, and you have 200 nurses, 
and 1,000 beds. 

Do you have some of the nurses on the outside doing what we call 
regular social service work? 

General Porrmr. Very few of those, sir. 

Mr. Tuomas. That figure amounts to 1 nurse for every 5 beds; does 
it not? 

General Porrrr. Yes, sir. 

Mr. Tuomas. Do you have much trouble recruiting and keeping 
your doctors? 

General Porrrer. Generally; yes, sir. We do not have all of the 
skills all of the time. 

Mr. Tuomas. Do you have military doctors or civilian doctors? 

General Porter. We have mostly civilian doctors, sir. 

Mr. Tuomas. You and the doctors are to be commended and the 
doctors are especially to be commended for staying with you. My 
pe is off to you and to them also. It is a fine job which you are 

oing. 

Do you operate a training program—a residency training program— 
for young doctors? 

Do you have a lot of the young ones, or what is that situation? 

General Porrrer. We have some interns and residents, sir. We 
would like to expand that program. 
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Obligations by objects 





1956 actual | 1957 estimate | 1958 estimate 


OF { Oiler comtractual Ser Wiens. 6 onc nc cece me cecu uae sneencces $178, 008 $356, 433 $100, 600 
GP) OES. 5.0 a nab bcdbcababetocthbbochh boos abocs 150, 937 311, 631 207, 700 
WO | Re Wd Str etreRn, Soke enter ntapemteete scbedenstesenn 616, 255 1, 296, 137 1, 521, 200 

TU a cannesthniecahinesattiell 945, 200 1, 964, 201 1, 829, 500 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 








iupeeprtation ieee ainda aivetatieienalt bacnanrelnncathnrainan arent $1, 800, 000 |....-......-.. $1, 100, 000 
B ce brought forward: 
cent ae hall Lelie, 23 od. he ea ceeecabccppmeeedee: 1, 157, 769 $2, 693, 701 729, 500 
si ikesid SA tee 6 a ED et AS a ete hy eles 864, 837 268, 412 275, 000 
Total budget authorizations available___...............- 3, 822, 606 2, 962, 113 2, 104, 500 
EXPENDITURES AND BALANCES Sha SEE Mint. vad Hse ky ae 
Expenditures— 
Gutiol eurrent-authorizations....................<....-.-- } 860, 493 { pil int nilel | 683, 000 
Outol prior authorizations.......................-.......- 1, 957, 613 1, 004, 500 
EIN on, 1 on, ws cotta <<@>epecgpecces é@peue 860, 493 1, 957, 613 1, 687, 500 
Balance carried forward 
SE nd Den chindsbe beschotetinoctpbecchstpachstecet 2, 693, 701 DLE leech nathan 
i RE BL eS oe wah onbeseal 268, 412 275, 000 417, 000 
Total expenditures and balances.-_.............-..-..--- 3, 822, 606 2, 962, 113 2,104, 500 





COMPARATIVE LISTING OF.CAPITAL PROJECTS 


Mr. Tuomas. At this point in the record we will insert page 91 of 
the paar gece which covers your capital outlay. 
(The page referred to follows:) 


Canal Zone Government—Comparative listing of capital projects 











Costs 
Estimate, Estimate, | Increase (+) 
1957 1958 or de- 
crease (—) 
1. Replacements, additions, and renewals of equipment_.---. $280, 984 $197, 700 — $83, 284 
2. Sewage disposal, Pacific side_......-....-_---.-.-...--.--.- 249, 771 441, 000 +191, 229 
3. Additions and replacements to municipal systems 71, 453 70, 600 —853 
4. Replace roof, civil-affairs building... ._...........--.-.---.|.--.----.----- 22, 500 +22, 500 
5. Improvements and additions to buildings for school 
es ee BB ie ee es N 109, 781 47, 700 —62, 081 
6. Executive quarters 4, 428 25, 000 +20, 572 
7. Improvements and additions to physical education and 
pecrénteen factlitio®.. . 02. i snk kre keene cn codeo oes 61, 700 115, 000 +53, 300 
8. Road and street replacements_._.....--.......-...-----.-. 73, 830 | 100, 000 +26, 170 
9. Activity building, ROTC armory for high school and | 
Junter calless, Hales... 5... i. 2~ np de eee en cage le den- cre 30, 000 | 616, 000 -+-586, 000 
10. Investigations for future projects. ........2.....--2.--.--.- 20, 965 20, 000 —965 
11. Retirement and removal costs__....-......------2-.----.-. 11, 448 10, 000 —1, 448 
12. Minor capital additions and improvements_._............- 24, 474 20, 000 —4, 474 
13. Nonrecurring construction (prior year)...........=-.--.--- 1, 022, 850 |....-- sicetbacnace —1, 022, 850 
e@ietes 2 Bec peo oie epee Sie sees 1,961,684 | 1, 685, 500 | —276, 184 





= a 





| 
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Mr. Tuomas. Let us see what you want this year. You are re- 
questing $1,685,500 for fiscal year 1958 as,against $1,961,684 last year, 
or a decrease of $276,184. 

General Porrer. We are asking for an appropriation of $1,100,000 
sir, for capital. We had a carryover last year. 


REPLACEMENT, ADDITIONS, AND RENEWALS OF EQUIPMENT 


Mr. Tuomas. We shall also insert into the record at this point 
the justifications for replacement, additions, and renewals of equip- 
ment which are given on pages 92, 93,.and,94 of the justifications. 

(The pages referred to follow:) 


1. Replacements, additions and renewals of equipment 


Phogeetitoted ai aires -oiwsh Jaen —sisealid, wht cowsan om eepahiad inte 4d~ Continuing 
Fiscal year 1958 obligation schedule__....-...-.....-1---.--- .. $197, 700 
Fiscal year 1958 expenditure schedule.......-.--...---.u.---.--- 197, 700 


This request provides for the replacement and additions of equipment in the 
various units of the Canal Zone Government. The replacements cover items 
which have reached the end of their useful and economical lives. Continuation 
of such items in service would necessitate excessive expenditures for maintenance 
and repair and would reduce the efficiency of operations and program presenta- 
tion. The vehicles listed for replacement meet and exceed the age and/or mileage 
standards prescribed by the General Services Administration. The additions 
requested are needed to meet increased school enrollments, to improve operating 
teehniques or to facilitate operations. 


Civil affairs bureau, $75,000 

Replacements and additions in the schools are estimated at $30,000. This is 
an annual recurring project needed to replace obsolete and worn out classroom 
furniture, miscellaneous items of school equipment such as pianos, tape recorders, 
shop machinery, electric motors, water coolers, swimming pool vacuum cleaners, 
amplifiers, ete. Much of the present equipment is 25 years old or more and 
classroom furniture is of the seat-desk type which is unadjustable and must be 
secured to the floor. The new equipment will be movable, adjustable to the sizes 
of the children in various stages of growth, and will provide for a more flexible 
classroom arrangement. 

Replacements and additions for police activities are estimated to cost $31,400. 
The item includes replacement of such items as 6 of the 24 radio patrol cars; 4 of 
the 23 motorcycles; 6 of the 15 mobile radio sets; revolvers, photographie equip- 
ment, fingerprint equipment for police functions; and power lawnmowers, kitchen 
equipment such as electric food choppers and dough mixing machine, ete., for 
the penitentiary. As additions, it is proposed to purchase 2 portable pack radio 
sets and a tape recorder. 

Replacements required for fire fighting activities are estimated at $10,000 and 
provide for the replacement of station equipment such as refrigerators, air com- 
pressors, ranges, resucitators, hose expanders, the replacement of the chief’s 
sedan, etc. 

Replacements for the postal activities are estimated at $2,600 and provide for 
the replacement of lockboxes in the Cristobal Post Office and replacement of a 
25-year-old canceling machine, which has become worn to the point where it 
no longer can meet requirements. 

Items required for civil-defense activities are estimated at $1,000 and provide 
for projection equipment and miscellaneous small capital items. 


Health bureau, $101,500 


A continuing program for the replacement of worn-out, substandard and 
economically unrepairable medical equipment has been based on a 12%4-year 
estimated average useful life expectancy for such equipment. The acquisition 
of réplacement and new equipment is required in most instances to support the 
added workload resulting from consolidation of hospitals. Local service and 
climatic conditions affecting the life and maintenance of equipment are severe in 


89841—57——_52 
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a situation where skilled technical repair services and sources of resupply are not 
readily available. 

on requirements for fiscal year 1958 are estimated at $100,000 and 
cover the needs of Gorgas, Coco Solo, and Corozal Hospitals and the Palo Seco 
Leprosarium. Requirements include items for each of the following categories: 

D) Normal recurring replacement of the shorter lived equipment such as 
basal metabolism machine, electrocardiograph, infant resuscitator and oxygen 
equipment. 

(b) Normal recurring replacement of heavily used basic food service equipment, 
such as thermal food‘carts, ward diet kitchen refrigerators and kitchen ranges. 

(ec) Nonrecurring replacement of longer lived, more durable equipment, such 
as operating room lights, diathermy machine, Ritter units for EENT and dental 
clinics and dental chairs and cabinets. 

(d) New equipment, such as plastic type portable respirator, rocking bed and 
wheeled stretcher beds. 

(e) Equipment, such as stainless steel cabinets, cases and counters for modern- 
ization and improvement of clinical facilities (EENT, pediatrics, emergency room 
and admitting office). 

A fleet of 10 ambulances serves the Atlantic and Pacific terminal areas and 
the line communities. Replacement in fiscal year 1958 is required for one over- 
age and deteriorated ambulance in the fleet. 

Funds amounting to $1,500 are required for the division of sanitation for re- 
placement of various minor items of equipment. 


Cemeteries, $1,200 

The funds required under this item are for the replacement of power mower 
equipment’ which ‘has been in service over 10 years and which can no longer be 
economically maintained for continued service. 


Replacement of office equipment, all divisions, $20,000 

Canal Zone Government office furniture and equipment is under a central 
control and replacement system similar to that used by the Panama Canal 
Company. Under this system the central pool procures and distributes the 
equipment to the Government units on a rental basis designed to recover all 
costs incurred. Each year various items of furniture and equipment such as 
typewriters, adding machines, desks, chairs, etc. wear out or become unsuitable 
for further use and must be replaced. The amount included herein is to meet 
the anticipated replacement requirements during fiscal year 1958. 

The obligation and expenditure schedules for the overall project are as follows: 


Project ToJune 30,| Fiscal year | Fiscal year | Fiseal year! Subsequent 
total 1955 1956 1957 1958 





Obligations - _.-_- ostn nek Continuing $322, 347 $16, 119 $281, 894 $197, 700 Continuing 
Expenditures. -_-__.......-- Continuing 181, 255 138, 121 280, 984 197, 700 $20, 000 





Mr. Tuomas. Briefly, what makes up the $1.1 million? 

General Porrer. The major items are replacements and additions 
to equipment, sir. That is just normal. Things wear out, on a 
regular basis. 

CARRYOVER FUNDS 


Mr. Tuomas. Do you have a carryover from last year? 

General Porrrr. Yes, sir. 

Mr. Tuomas. How much? 

Mr. Steers. $729,000. 

Mr. Tuomas. Is it obligated to date? 

Mr. Srerrs. No, sir; that is the unobligated balance when applied 
against the gross request, brings the request down to $1.1 million, 

Mr. Tuomas. Your total cost is $1,685,000 for this year, and you 
are taking your unobligated balance from last year and taking it off, 
which gives you what amount? Is that figure $1,022,850? Is that 
what you are doing? 
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General Porrser. No; $1.1 million is what we are asking for. 

Mr. Tuomas. In this table which appears on page 91 of the justifica- 
tions, you have your total cost listed at $1,685,000 for fiscal 1958. 

General Portsr. I think the picture is given a little more clearly 
on page 90, sir. 

Mr. Tuomas. Page 90? 

General Potter. Yes, sir; the estimate—— 

Mr. Tuomas. Your estimate is $1.1 million, and your unobligated 
balance is $729,000. Your total obligations, then, are $1,829,000, and 
your total cost is $1,865,500, and you subtract from that amount 
your carryover from last year? 

Mr. Steers. Yes, sir. 


SEWAGE DISPOSAL 


Mr. Tuomas. All right; what are you going to do with this money? 
I note you have a request for sewage disposal. How much is that 
request? 

eneral Porrer. That is a program we are carrying out in conjunc- 

tion with the Army, sir. 

Mr. Tuomas. At this point in the record we will insert page 95 
of the justifications. 

(The pages referred to follow:) 


2. Sewage disposal program—Pacific side 
SE tg ee ok nk ree et, To eh cabelas 
Fiscal year 1958 obligation schedule________________- , 000 
Fiscal year 1958 expenditure schedule_______________.______-_--- 441, 000 

This project is the construction of the coordinated joint sewage collection and 
disposal facilities for the Canal Zone Government and the Armed Forces on the 
Pacific side. 

The general problem of sewage disposal for the Pacifie side was summed up by 
engineering consultants, in their report of 1947 as follows: 

“There are now 70 sewers at the Pacific side of the canal discharging untreated 
sewage into the canal and the shore water along Panama City. The resulting 
pollution and contamination of these waters constitute a potential health hazard 
which, if not promptly corrected, may cause a regrettable epidemic of disease. 
Remedial measures should be undertaken at the earliest feasible date. 

“The existing problem is the result of a practice, common for some decades, of 
collecting all sanitary and storm sewage in a combined sewer and carrying it by 
gravity to the nearest body of water. Because of the prevailing flat grades and 
high intensity of rainfall in certain seasons, it was necessary to have many outfalls 
along all of the water courses and along the ocean and harbor frontage. This has 
resulted in a number of foul, open sewers, widespread pollution of the waterfront 
and unsatisfactory functioning of the combined sewers during the dry season.” 

Preliminary plans were prepared in 1947 by the engineering consultants for an 
overall coordinated sewage collection system which envisioned the separation and 
collection at one central point for treatment and disposal of the sanitary sewage 
from the entire Pacific side, including Panama City and its outlying suburban 
areas. In 1951 these consultants, at the request of the Republic of Panama, made 
a more detailed study of the suburban areas of Panama. The results of this study 
indicated considerable economy would be realized by the handling of the suburban 
areas separately rather than as a part of a single disposal system. Based on these 
findings a restudy of all Pacific areas was made by another firm of sewage con- 
sultants, the results of which indicate that further economy will result from the 
separation of the remaining areas into several completely separate disposal 
projects. Under this plan, the Canal Zone sewage disposal facilities will be com- 
pletely independent of Panama. 


General, do you have a table where all of these items are set out at 
one place? 
General Porrrr. Page 91, sir, and the middle column. 
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Mr. Tomas. I believe we have already inserted page 91 of the 
justifications into the record. 

General Porrer. That shows what we are asking the money for. 

Mr. Tuomas. Well, let us see. You have “Replacements and 
additions.”” That does not mean much. That is $197,000. Then 
you have “Sewage disposal, Pacific side,” in the amount of $441,000. 

General Porrer. That is a joint system with the services. 


ACTIVITIES BUILDING 


Mr. Tuomas. Are you starting any new project here; these are all 
old ones that you are carrying forward? 

General Porrer. We have the “Activities Building of the ROTC’’ 
which is item No. 9 in the amount of $616,000. 

Mr. Tuomas. That is the one you spoke to a while ago? 

General Porrrr. Yes, sir. 

Mr. Tuomas. Do you actually need it? What will it cost to 
complete it? 

General Porrrr. The total cost is $616,000. 

Mr. Tuomas. Could you defer it for another year or two? 

General Porrer. We have already deferred it, sir, to this year, for 
several vears. 

Mr. THomas. You put out some pietures here that look like you 
have a pretty good building. What did you do with those pictures 
a while ago? 

General Porrrer. That is a 1913 building, and the inside is a class- 
room and it is a music place. We have no auditorium. 

Mr. Tuomas. The apartment I am living in, I think, was built 
long before 1913. 

General Porrmr. Not of wood, and not in the tropics, Mr. Thomas. 

Mr. Tomas. Well, it is in the United States. 

General Porrmr. Yes, sir. 

Mr. Tuomas. And there is a lot of wood in it also. 

Mr. Sueitny. Where is this to be located? 

see Porter. At almost the same place, but just a little farther 
off. 

Mr. Sueiuey. This does not take in any of the present grounds? 

General Porrsr. No, sir. 

Mr. THomas.. What other new item do you have? 

General Porrmr. None. 

Mr. Tuomas. Is that the only one? 

General Porrmr. That is the only new item, sir, for capital. 

Mr. THomas. Are these other items here just ordinary year to 
year maintenance and replacement items? 

General Porrmr. They are capital items, but they represent the 
carrying on of programs that have been approved by the Congress, 
and for which appropriations have been made in the past. 


VALUATION OF FIXED ASSETS BY GAO 


Mr. Yates. I want to ask a question about a statement which I 
find in the Comptroller General’s report on page 108 thereof, with 
reference to its criticism of property evaluations. On page 108 of 
the report of the Comptroller General he says the following: 








819 


The valuation of fixed assets transferred from the Panama Canal Agency has 
been completed and report. thereon submitted to the Director of the Bureau of the 
Budget for review and approval as required by section 246 (b) of title 2 of the 
Canal Zone Code. 

Pursuant to a request of the Director of the Bureau of the Budget, we reviewed 
the Company’s report and submitted comments thereon on September 19, 1956. 
These comments indicated our belief that the investment of the United States 
in the Panama Canal’ Company is overstated because of failure to recognize the 
depreciation of canal construction costs; and that the investment is understated 
because of nonrecognition of interests during construction, establishing excessive 
economic valuation allowances on certain property, such as the Agua Clara diesel 
plant, and the industrial facilities and various other properties operated on a 
marginal recovery basis, and establishing a reserve to cover the costs of converting 
the power system, which costs are properly chargeable against future power 
revenues. 

General, what do you have to say about that? 

This is reflected in a smaller return to the Treasury of the United 
States; is it not? 

General Pottrr. The law requires that this report be made and 
be approved by the Bureau of the Budget. We are presently, based 
on the GAO report to the Bureau of the Budget, working with the 
Bureau in attempting to come to an agreement on what the valuations 
should be. 

Mr. Yates. Does the Government of Panama have an interest in 
that? 

General Portrr. No, sir, it is purely a United States function. 

Mr. Yates. Well, is it not reflected in the amount of return to the 
Treasury? 

I shall now read from page 109 of the report, as follows: 

Any understatement in the investment results in reductions in the amounts 
payable to the United States Treasury for interests on the investment of the 

anama Canal Company and for the net cost of the Canal Zone Government. 


They still have no interest in it? 

General Potter. Not the Republic of Panama. 

Mr. Yates. You just have a fixed amount that you pay them for 
the use of the property? 

General Porrer. Yes, sir; that is established by treaty, sir. 


HEALTH RECORD 


Mr. Fioop.:How are you standing up, General, overall, on the 
health record—the famous health record—for which we all are so 
proud in the operation of your whole show down there? 

General Potter. It is staying very high. It is not decreasing in 
any way, sir. 

Mr. Fioop, At that point, I noticed the witness was knocking on 
wood, That is a good sign. 

General Porrer. He is not superstitious, but he is not letting 
anything get by him. 

Mr. Fioop. . You are acting out of an abundance of caution? 

General Potter. We had our first nonmalaria month in the history 
of the canal this year last. 

Mr. Fioop. What. happened? 

General Porrer. It was the first month in the history of the canal 
when there was'not a single case of malaria. 

Mr. Fuioop. In the zone? 

General Potrrr. Yes, sir. 
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Mr. Fioop. Have you had much malaria? 

General Potrrr. No, sir; it is generally on the one-two level, but 
we are awfully proud that one month we had none. 

Mr. Fxioop. Is there much malaria up country? 

General Porrer. There is, but we keep pretty close looks at that, 
and help the Republic of Panama in discovering it, and doing. some- 
thing about it. 

HOTELS 


Mr. Fioop. What about the Hotel Washington? I was just 
looking at your reports, and I see where the Tivoli and the Washington 
seem to be fading out of the picture according to all of these incoming 
reports on both hotels. 

General Porrrer. Under the terms of the treaty, Mr. Flood, the 
Washington will be turned over to Panama. The legislation was 
sent up to the Hill yesterday and, then, we just walk out. 

Mr. Fioop. What about the Tivoli? 

General Porrer. The Tivoli will remain, and we will operate it 
on the basis of “breakeven,” and not make any profit. I think we 
are somewhere around $2,000 ahead as of this time. 

Mr. Fioop. Has the Panamanian Hotel cut into your tourist 
trade very deeply? 

General Potrer. And also the fact that it is a guest house, and 
we can only take in it personnel having to do with the canal. 

Mr. FLoop. How many rooms do you have there? 

General Porter. 150, I believe. 

Mr. Fioop. What is your average occupancy? Would that figure | 
be 100, anyway? 

General Potrrer. We have had good occupancy this year. We have 
had as many as 70 or 80 guests at the hotel, and there have been a 
couple of weeks when we have been pushed, and had to open up the 
empty wing. 

LOCKS LOCOMOTIVES 


Mr. Fioop. In reading from the press, I note you are changing the 
famous ‘“‘mules”’ on the track. 

General Porter. Yes, sir. 

Mr. Fioop. Are you doing that, or about to do it? 

General Porrrer. We have entered into a contract for two of the 
new types, to see whether they will work. If they work, we are going 
to be able to cut our employment on ‘‘mules” in half, and the things 
that we think might cause them not to work are not so firm that we 
should not try them out, and I feel we should try out these two. If 
the locomotives do» not work, all we have to do is take off the side 
rig and we have a better locomotive than we have now, and we can 
go ahead from there. 





RELATIONSHIPS BETWEEN THE PANAMA CANAL COMPANY AND 
EMPLOYEES 


Mr. FLoop. What about the relationship, generally, now, between 
the Company and the employees with ana to wage scales and 
all the different problems that we have been going through for the 
last 8 or 10 years? 
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Does there seem to be a leveling off of the dispute or what do you 
think on that? It was at a point when it was at a rather high pitch 
for weveens years past although it doesn’t seem to be so much so now; 
does it? 

General Porrer. The thing that bothers our employees more than 
wages, sir, is job security, and over the last 4 or 5 years, due to the 
reorganization, some 6,000 laborers of various types have been taken 
off the rolls. This causes all the people to feel that their job is not 
secure, and I have taken on as one of my major jobs the attempt to 
show the largest number of people possible down there that the canal 
is going to keep operating and we are going to need laborers and that 
they are the laborers that we need. 

Mr. Fioop. What is the scuttlebutt around town on the question 
of the Suez vis-a-vis the Panama Canal? 

General Porrer. You mean down there? 

Mr. Fioop. Down there; yes. 

General Portrr. Well, if I could go off the record on that—— 

Mr. Fioop. Well, sure. 

General Porrrr. On the record, I think you ought to ask about 
that from the State Department. 

Mr. Fioop. I would rather not, if you do not mind. So, let us go 
off the record. 

(Discussion off the record.) 


RAILROAD 


Mr. FLoop. What about my railroad? 

General Porter. Sir, if we can make your railroad work, we are 
gomg to make it work, and I have announced to the employees that 
the railroad stays in operation. 

Mr. Fioop. You know, believe it or not, I believe you. 

General Porrer. Sir? 

Mr. Fioop. I believe you. 

General Potrrer. Well, thank, you, sir. 

Mr. Frioop. That is all, Mr. Chairman. 


VALUATION PROGRAM 


Mr. SuHe.tiey. Governor, in our little conversation which we had 
in the hallway yesterday you made some comment about a new book- 
keeping and charging system. Have you discussed that here this 
morning? 

I have reference to the system which the GAO is setting up on 
valuations. 

General Porrer. That is the valuations program, and that has not 
been approved by the Bureau of the Budget. 

We are working with the Bureau in attempting to settle our differ- 
ences on an appreciable amount of money. 

Mr. SuHetipy. What is the situation? 

General Porrer. Well, when the Corporation was formed, it was 
required to take over the assets down there, and the problem is: 

at are the assets worth? Now, I am not a bookkeeper nor a public 
accountant, although Mr. Steers is, and we have had several years of 
work in coming up with a big, thick document of inventory and evalua- 
tion of assets. Some of those assets, by law, being of no use to the 
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canal or haying a military generation, should not and are not to be 
taken up in our interest base. A few of those items we disagree on, 
and we feel that they are of no value to the canal and we should not 
take them up in our assets and there is disagreement. 

We have to settle that disagreement and it is not settled on all of 
them, but. we are getting close. I would say we were getting quite 
close, would you not, Mr. Steers? 

Mr. Steers. Yes, sir; I would. 

Mr. SuHevuiry. Has there been some proposal to increase the amount 
of how much you could pay in interest and carry on your books? 

General Porrer. Ob, yes, sir. If they were right on everything 
that they have proposed the increase would be substantial. 

Mr. Sreers. Our interest base would increase about $35 million 
more or less. 

Mr. SuHetury. And you have to balance that off by earnings some- 
where; do you not? 

Mr. Steers. It would have to come out of earnings; yes, sir. 

Mr. SHe.tiey. How would you do that? 

General Porrer. Well, we do not think that we are going to be 
saddled with the entire $35 million. 

Mr. Sueuiey. Let us assume for the moment that you are, 

General Porrer. We would have to pay interest on it, and depre- 
ciate it. 

Mr. Suetiey. How would you make it up? 

General Porrrr. It would eae to come out of tolls. 

Mr. SHe.tuey. And that would mean an increase in the tolls on the 
vessels transiting the canal? 

General Porrsr. I am not prepared to say that would be necessary 
yet, but we would be getting, say, close to it, or just beyond the 
necessity, sir. I will be able to report on that in detail within the 
next 6 months, 

SCHOOL EXPANSION 


Mr. SuHeuiey. The other situation you talked about was this school 
problem, and if you want this off the record, it is all right with me, 

Is that included in here? 

General Porter. No, sir; that would come up in connection with 
a supplemental when the treaty legislation has been passed. It 
involves the necessity to build a very large school.complex to replace 
the school system that exists now in New Cristobal, but which will be 
turned. over to the Panamanians as a result of the treaty, 

The expenditure will be in the neighborhood of $5 million. for, the 
school itself. In locating the school we infringe upon a reyocable 
lease held by a religious group. I feel very strongly that a, strong 
religious background is necessary in the zone. We are a separate 
ange far from the United States, and I am attempting, Mr. 

helley, to work out. this infringement. so that the religious group is 
able to carry on in its present, stand. 

There it may be necessary to ask the Congress’ authority to, con- 
struct another building in connection with this religious activity, but 
I will report on that, when we have come up with our final plan. 

Mr. SuHe.iey. In other words, your inclination at this point is to 
work, it out without causing any removal or change in the location of 
this church, and this religious organization’s establishment, as it is 
now set.up? 
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General Porrrr. Mr. Shelley, it will be worked out. 
Mr. Sueuuey. Not necessarily. 
General Porrrr. It will be worked out, Mr. Shelley. 
Mr. SHetiezy. That is all. 
Mr. Yarss (acting chairman). Mr. Clevenger, do you have any 
questions? 
ONE-WAY TRANSIT 


Mr. Cievencer. I had a question about the one-way transit. 
What about this one-way transit? Was that arrived at because of 
the slides and the narrowing in the cut, or was it because of the 
nature of the cargo passing through? 

General Porrer. There were two reasons, sir: This cut is 300 feet 
wide. 

Mr. Cievencer. I have been down there, and I know about it. 

General Potter. Certain types of vessels—very large vessels and 
unwieldy vessels and vessels with explosives or gasoline cargo—must 
go through the canal without passage in the other direction because 
we cannot afford to have an accident in the cut that would cause a 
ship to founder or sink, and close the canal. 

Mr. Cievencer. We know there seems to be a problem in finding 
an angle of repose for the soil on either side of the cut, but I wanted 
to ask you that much. 

That is all I wanted to ask, and I have my answer. 

I thank you. 

General Porter. Thank you, sir. 

Mr. Yarxs. Mr. Bow, do you have any questions? 

Mr. Bow. I have no questions at this point. 

Mr. Yates. Mr. Horan, do you have any questions? 


AMOUNT OF INCOME TO UNITED STATES GOVERNMENT 


Mr. Horan. Well, just for my own information, I have been trying 
to go through this, and find out whether or not you are operating at 
a sizable net income to the United States Government. 

General Potrer. If you are talking about net income after all 
charges, sir, we made a profit of $4 million last year. 

‘The year before that it was $581,000. The size of the profit is 
determined by the number of transits and we cannot control that. 
Our operating expenses, except for wage increase, stay about standard, 
or about normal. 

Mr. Horan. Does that include both the canal and the Canal 
Government? 

General Porter. It is a net after we have paid $10 million worth cf 
interest, $6 million worth of depreciation and $10 million worth of 
net costs to the Canal Zone Government. That is a net after that, sir. 

Mr. Horan. I was trying to find some information here about, it. 
I may have overlooked it in your rather complete summary here, but 
I cannot find any outlays for keeping the channel clear and the cost 
of operating the canal itself. 

But, with those costs figured in, then you did have a profit of about 
$4 million this past year? 

General Porter. Yes, sir; and it will be about $2 million this year, 
at least. 

Mr. Horan. It will be about $2 million this year? 
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General Porrrer. Yes, sir. 

Mr. Horan. And that is covered into the Treasury? 

General Porrrr. It is covered into the Treasury, but it remains 
among the funds of the Canal Company, and we have control of it 
until we declare a capital repayment. We have $15 million in capital 
repayments since 1951. 

Mr. Horan. Is that summarized in your statement? 

General Porrrr. Yes, sir. 

May I say this, Mr. Horan? ‘This is a corporation. It runs just 
like a business corporation in the States. 

We have a board of directors that determines policies, and we have 
a charter which was set up by the Congress. It is a great experience 
for me to have to do with an operation of this particular type. 

Mr. Horan. That is all, Mr. Chairman. 


PERCENTAGE OF INCOME AS TO INVESTMENT 


Mr. Yates. May I supplement Mr. Horan’s questions with one 
question of my own: You stated that you had a $4 million profit? 

General Porrsrr. Yes, sir. 

Mr. Yates, What percentage of return is this on the Government’s 
investment? 

Mr. Sreers. On the interest-bearing investment? 

Mr. Yarss. Yes, sir. 

Mr. Sreers. It is about 1% percent. 

Mr. Yates. Is this the greatest return we have had on the canal 
since it began? 

Mr. Steers. This is after paying $9 million in interest to the 
Treasury. Adding that to the net income there is a return of about 
4 percent. 

Mr. Yates. Well, you would not have added that to it, would you? 
Repayment of interest is repayment on a loan. You would not or- 
dinarily consider that in connection with a return upon an investment; 
would you? 

General Potrrr. This is interest on the money invested by the 
United States back in 1914 and 1915. It is not a current advance of 
funds at all. 


CANAL BRIDGE 


Mr. Yates. Mr. Laird, do you have any questions? 

Mr. Larrp. General, what is the commitment that we have to build 
this bridge? 

Mr. Yares. Are you talking about the supplemental, Mr, Laird? 

Mr. Larrp. I am talking ahaa the bill that we passed at the last 
session of Congress, which authorized the construction of a bridge 
across the canal. 

General Porter. Mr. Laird, that is a treaty item in the 1955 treaty 
where we obligated ourselves to build a bridge across the canal. It 
had been agreed upon some 10 years before that, and is in an executive 
agreement. 

The treaty merely formalized that. The Congress has authorized 
the construction of the bridge and it is my understanding that a re- 
quest for a $1 million supplemental has been brought up here. This 
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money is to enable us to drill out the foundations, get the bridge de- 
signed and see what it looks like, and finalize the estimated cost of 
the bridge, which we estimate now is something in the neighborhood 
of $20 million. 

Mr. Larrp. Is that bridge pretty much a public-relations gimmick? 
It is not of great use; is it? We would not build a bridge like that in 
the United States; would we? 

General Porrer. Well, we are building the Inter-American High- 
way, Mr. Laird, from Mexico down into South America and the bridge 
is a part of that Inter-American Highway. 

The highway is not complete to it from Mexico yet, there being 
certain gaps in Honduras, Guatemala, Panama, and Costa Rica, but it 
is my understanding that that will be finished within the next 4 or 5 
years, 

Mr. Bow. If the gentleman will yield, I will say to the Governor 
that this committee handles the appropriation and we are quite 
familiar with the Inter-American Highway. 

General Porter. You, then, will be able to decide whether you 
want to appropriate this $1 million with all knowledge of what it is for. 

Mr. Larrp, While you were here I was trying to find out as tact- 
fully as I could whether this bridge was of great necessity at this time 
in the Canal Zone. 

General Porrrer. As an international relations item, it is. 

Mr. Larrp. That is all. 

Mr. Yares. Are there any other questions of the general in connec- 
tion with the requested appropriations for fiscal year 1958? 

If not, we will go to the next item. 





Fripay, Marcu 22, 1957. 


ADVISORY COMMITTEE ON WEATHER CONTROL 


WITNESSES 


HOWARD T. ORVILLE, CHAIRMAN 
CAPT. F. A. BERRY, CHIEF SCIENTIFIC ADVISER 
JACK OPPENHEIMER, EXECUTIVE SECRETARY 


SALARIES AND EXPENSES 


Program and financing 


| 1956 actual | 1957 estimate | 1958 estimate 


| | | 




















Program by activities: 
Evaluation of experiments in weather modification ssn 


| 
| 
| 
Financ 
| 
| 


obligations) .................----~.--- ae cieat $251, 273 $323, 727 $303, 300 
Unob igated balance no longer available ___ ee adda Bien n cheviccnntonkcodenane 
Unobligated balance carried forward __..-...............-- |--------------]--------------| 6, 700 

NE eb it gta 8 el 275, 000 300, 000 310, 000 








Reappropriation.-....__..______-- iaeiaaaaemmeans =f ciuddbedisanietid 23, 727 














826 
Obligations by objects 


1956 actual 


ADVISORY COMMITTEE ON WEATHER CONTROL 


7 


1957 estimate | 1958 estimate 





































Personal services: 
Positions other than permanent ieniaaehtadipcleiiatlioe 


Total Advisory Committee on Weather Control---....-- 
Payment above basic rates_-__- 






Total personal services -_.._._......-- » oat 
01 Travel__---- wand 2, 113 
03 Transportation of things. : sated ae 18 
04 Communication services_---.--- te sa tttake tdadiree ts it 122 
06 Printing and reproduction. -. J 7 
07 Other contractua! services _ - 2, 416 
08 Supplies and materials -- 1, 382 
09 Equipment__-___. 2, 105 
15 Taxes and assessments.. 25 











9, 523 |... 








Total number of permanent positions___....................-- 15 12 7 
Full-time equivalent of all other positions..................... 2 3 3 
Average number of all employees-_-_-_- S lia dk anethesimaiek waibinee 16 13 9 
Number of employees at end of year. ..............-----.. Si ond 16 14 ll 
Average salaries and grades: 
General schedule grades: 
Slo be ne same senstecdoate depebcsanes $4, 623 $4, 407 $5, 057 
Average grade. _..........- pibbinG beak sddchosheen GS-6.5 G8-6.1 GSs-7.0 
Ungraded positions: Average salary - edliehdvantiinisncs $2, 766 danitanalapainalltiteiie ities ital 
01 Personal services: 
Permanent positions.__.............-- busehetatamannes $55, 745 $55, 788 $43, 550 
Positions other than permanent. di ksndhabdba ebeksiet 23, 412 36, 000 36, 000 
Regular pay above 52-week base. .-...........-.....-- 226 |.. eaiee 170 
Payment above basic rates....__..............-.....-- 1, 566 1, 235 1,000 
Other payments for personal services. _..............- 28, 802 33, 823 33, 245 
OGRE SOTNUEE ROP VIS... a. 5 os winter npiciokdscciewses 109, 751 126, 846 113, 965 
Ec iheitinnacniedidntiicak vonnacigetiavenneatpechunsen a 21, 900 26, 000 20, 000 
03 Transportation of things..-...................-...-.....- 82 | 3, 000 2,000 
04 Communication services.__...............-..--......-..-. 5, 180 5, 500 5, 000 
eS CT ga ee ee ee eee 761 Merde nencndeee . 
06 Printing and reproduction ___.............-.......-.-.-.-- 2,170 4, 800 10, 000 
07 Other contractual services _-_-_-_-.-- eshte cael 86, 592 126, 977 121, 190 
Services performed by other agencies............---__- 4, 723 22, 479 25, 000 
Oe NE SII a. an cnnennscacencssescauce ied 1, 404 2, 000 1, 500 
ati nla nc tienneeenanoaaeuinnaimenaie 8, 364 5, 000 2, 000 
11 Grants, subsidies, and Pan aa: Contributions to 
retirement fund..._____- saiiiiestinin d sikh en eid tats mares cade eetapinct gta los teat aos rite 1, 745 
15 Taxes and assessments................-- 5 a eg 825 | 925 900 
241, 752 323, 727 303, 300 
ALLOCATION TO DEPARTMENT OF AGRICULTURE 














Sent ae ho RTT, ESI ar ac SO 

Deduct charges for quarters and subsistence _ - 2 
Total, Department of Agriculture... 9, 521 
emit UNG os eee em 5h ee 51, 273 








$323, 727 














827 


Budget authorizations, expenditures and balances 








1956 actual | 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation. -_._........-.. buti5 do dich tdehsdt~Puibadibbantd $275, 000 $300, 000 $310, 000 
Reappropriation of prior year balance___._...........-...-----]--..-.----.-- STAT Cepia tea 
Obligated balance brought forward............._...------L-- 11, 845 55, 071 53, 798 
Increase in prior year obligation.....-.........2............--- BI Boa. 4', dicots Langit eee 
Total budget authorizations available... ............._-- 299, 624 378, 798 363, 798 
EXPENDITURES AND BALANCES Pry 4 
Expenditures— 
Out of current authorizations - -- SAEED scien oad 196, 217 269, 929 256, 202 
Out of prior authorizations__...___.__. St ciel abs 24, 609 55, 071 53. 798 
Total expenditures_..........._- SE cctaa nx tclibletectihiaiiainiad tle 220, 826 pang 325, 000 310, 000 
Unobligated balance no longer available (expiring for obliga- 
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|< a co ivrkvsie Ciatiamieaed 55, 071 53, 798 7, 098 
Total expenditures and balances___._........-......-..-! 299, 624 378, 798 | 363, 7: 
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Mr. Tuomas. The committee will please come to order. 
We have with us this afternoon the Advisory Committee on Weather 


Control. I see our old friends here, Messrs. Orville, Berry and Oppen- 
heimer. 


Do you have a statement for us? 
Mr. Orvitie. Yes, sir. 
Mr. Tuomas. We will be delighted to hear from you. 


GENERAL STATEMENT 


Mr. OrvitiE: My name is Howard T. Orville. I am chairman of the 
Advisory Committee on Weather Control and I am technical consult- 
ant to the Friez instrument division of Bendix Aviation Corp. at Balti- 
more, Md. Since my appointment to the advisory committee on 
weather control I have served as its chairman and have devoted ap- 
proximately one-third of my time to its work. 

It seems appropriate at this time to make a brief statement on cer- 
tain items contained in the budgetary request for fiscal year 1958. I 
have with me Capt. F. A. Berry, chief scientific adviser to the com- 
mittee, who is prepared to discuss the present status of cloud seeding 
and the highlights of evaluation projects presently being conducted 
by the committee. Our executive secretary, Mr. Jack Oppenheimer, 
is also here and is prepared to discuss the personnel requirements and 
the request for funds for an economic study. It is our thought that 
this brief statement will automatically answer some of the questions 
you may have about the committee’s work and how it is being carried 
out, and thus save you valuable time. 

The budget request for fiscal year 1958 for $310,000 is an extremely 
modest request when compared to the importance of the problem, to 
the cost of the publicly financed experiments in cloud seeding and to 
the great potential benefits which might accrue in the areas suffering 
from critical water shortages, 
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REDUCTION IN FUNDS FOR ECONOMIC sTUDY FROM $100,000 To $40,000 


At this time may I invite your attention to page 5 of the green sheet, 
item 07. “Other contractual services,’ and under 1958 estimate 
$121,190. Further justification of this request is explained on page 
17 and page 23. This item includes $100,000 for the study of the eco- 
nomic implications of weather modification. It is my pleasure to in- 
form you that the committee has recently reviewed its evaluation pro- | 
am and we have determined that this item should be reduced from 
. 100,000 to $40,000, a reduction of $60,000. This makes the budget 
' request for fiscal year 1958 $250,000 instead of $310,000 as originally 
requested in the President’s budget. This reduction is made possible 
by the fact that the evaluation program for the Great Plains States has | 
to date not produced significant results which would justify the eco- 
nomic study originally requested. Up to the present time this evalua- 
tion shows need for more basic research and field experimentation to 
justify a further study on the economic implications of weather modi- 
fication. The request for $40,000 to conduct an economic study for the 
Pacific Mountain States is based upon the positive results reported in 
the first interim report submitted to President Eisenhower on Feb- 
ruary 8, 1956. These funds are to be held in escrow and will not be 
spent until the committee recommends that its findings justify the 
economic study and so recommends to the Bureau of the Budget. 


| 
| 


COMMITTEE FINDINGS AND PAST, PRESENT, AND FUTURE PROGRAMS 


Your attention is invited to pages 12 to 16 of the estimate of appro- 
priation which summarizes very briefly our present knowledge of 
cloud seeding, grouped into three categories, namely, those aspects of 
which we are certain, others which are doubtful and thirdly, those 
which seem extremely doubtful and about which there is a great lack 
of knowledge and agreement. On pages 16 through 18 you will find a 
statement as to the aspects of cloud seeding upon which the commit- 
tee’s staff will concentrate its efforts during the fiscal year 1958, 











STATISTICAL EVALUATION PROGRAM 










It is of interest to note on pages 14 and 16 of the estimate of appro- 
oriation that the statistical evaluation will be continued at New y ork 
Jniversity with a small supporting statistical group in the committee 

headquarters. Inasmuch as most of the statistical personnel have re- 

turned to their permanent assignments in other Government agencies 
the advisory committee decided upon this method of providing sta- 

tistical services for the last 3 quarters of fiscal year 1957 and the first 3 

quarters of fiscal year 1958. The New York University group is not 

only providing statistical services in lieu of the services of staff statis- 
tical cna who have returned to their permanent positions, but 
in addition is giving major attention to the difficult statistical prob- 
lems involved in the analysis of the data reported on cloud seeding 
operations in the flat land areas of the Nation. 














PHYSICAL EVALUATION PROGRAM 










Your attention is invited to page 14 which describes very briefly a 
project which was conducted on the southeast Florida coast in August 
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and September 1956. The report which was recently submitted to the 
committee provides some very interesting observations as to the effi- 
cacy of warm season cloud seeding operations. It appears that this 
report may have set the stage for a future field evaluation so that. steps 
are being considered to conduct observations of this type in the last 
uarter of the current fiscal year and to evaluate these results durin 
the first and second quarters of fiscal year 1958. This area is an idea 
one for this type of physical evaluation because the sea breeze condi- 
tions are about the same each day. Captain Berry, our chief scientific 
adviser, can elaborate further on this observation if you so desire. 

It will be noted that the committee is cooperating now and will con- 
tinue to cooperate with the Forest Service in Project Skyfire, a project 
designed to determine whether cloud seeding can be effective in the 
suppression of lightning fires in the western forests and in hail sup- 
pression in the agricultural areas. The committee’s participation in 
this program is primarily to evaluate the results of the research being 
conducted by the Forest Service. The committee is cooperating closely 
with other agencies participating in this project. and it is hoped that 
information of great significance may be developed from this project 
in time to be included in the committee’s final report. 


ECONOMIC STUDY 


Under the conditions set forth in the opening paragraph in this 
statement, the committee is now requesting a sum of $40,000 to conduct 
an economic study during fiscal year 1958 if the technical evaluation 
by July 1, 1957, confirms the earlier report that cloud seeding can 
produce economic benefits in the Pacific Coast States. Up to the 

resent time the statistical evaluation has further confirmed the results 

ound in the Pacific Coast States where an overall average increase of 
about 15 percent has been determined in the mountainous area along 
the Pacific coast during late winter and early spring months. 

These funds are to be held in escrow and will not be spent until the 
committee recommends that its findings justify the economic study 
and so recommends to the Bureau of the Budget. However, as pointed 
out in the budgetary estimates, it is necessary to request the funds at 
this time in order that they may be available by July 1, 1957. 

In conclusion, your attention is invited to the fact that the program 
for fiscal year 1958 emphasizes the concentration of the committee’s 
small staff and consultants on the studies, analyses, and writing in- 
volved in perparation of the final report and recommendations to the 
President for submission to the Congress. 

You will more than likely want to ask specific questions regarding 
these estimates. Our chief scientific adviser, the executive secretary, 
or the chairman will be happy to answer any questions that you may 
have. 

Mr. Tuomas. That is a good, short statement. 


REDUCTION OF FUNDS 


Mr. Orvittr. The next point is informing you, sir, that we are re- 
questing a reduction of funds of those requested in the President’s 
budget from $310,000 to $250,000. 

Mr. Tuomas. We cannot stand it. Go ahead; keep talking. 
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Mr, Orvitiz. That is a reduction of $60,000, and it comes about be- 
cause our technical evaluation to date shows that in certain areas it 
will more than likely not be possible to derive any project results from 
the evaluation by July 1957. Therefore, we will not need $60,000 of 
the Tye to conduct the economic study, which we had originally 

uested. 

n pages 12 to 16 of the budget we have outlined what the past his- 
tory has been on weather modification, how we stand at the present 
time, and what we think we can accomplish during the fiscal year 1958. 

Mr. Tuomas. That is a good statement. 


PERSONNEL REDUCTION 


How many people do you want for the next year—11? 

Mr. Orvitte. Eleven people, sir. 
_ Mr. Tuomas. You had 15 or 16 last year ? 

Mr, Orvitte. That is right. 

Mr. Tuomas. How many did you have for 1957? 

Mr. Orvitie. In 1957 we have about 14. 

Mr. Tuomas. When was this act passed? Was it in 1953 and it was 
a 3-year proposition ? 

Mr. Orvitte. Yes. 

Mr. Tuomas. The most permanent thing on earth is a temporary 
Government agency, is it not? 

Mr. Orviitz. It was extended 2 years, 

Mr. Tuomas. For 1958 and 1959. When does it expire under the 
operational law ? 

Mr. Orvitte. July 30, 1958, 

Mr. Tuomas. Mr, Reporter, at this point will you insert these 
figures : In 1956 they had 16 employees; in fiscal 1957 they had 14; and 
now they want 11 for 1958. 


OBLIGATIONS BY OBJECTS 


On page 5 you show travel as $20,000 for the 11 man committee, its 
consultants and 11 staff employees. Other contractual services, $121,- 
190; and services performed by other agencies, $25,000. Who is per- 
forming that service, and what is it, please, sir? 

Mr. Orvitie. The United States Forestry Service, Department of 
Agriculture. We are cooperating with them in a project known as 
Sky Fire. We are attempting to evaluate the reduction of the fre- 

uency of lightning and forest fires. The same system would work 
for suppression of hail. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. “Printing and reproduction,” $10,000. What is that? 

Mr. Orvitte. That is going to be for the preparation of the final 
report and the summation of technical reports, some of which we have 
available now. 
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COMMUNICATION SERVICE 


Mr. Tuomas. “Communication service,” $5,000, for the Advisory 
Committee and its staff of eleven people. That is not quite as high as 
the travel. That is $1,000 per each siideorenine man. 

Mr. Orvitiz. May I point out, Mr. Chairman, there have been an 
excessive number of requests from the drought States for members 
of the committee to appear out there, and explain the work of the 
committee. We have met with local and State officials. 

Mr. Tuomas. There have been a lot of requests for rain, too, out 
there, have there not? 

Mr. Orvitie. Yes, sir. 

Mr. Tuomas. What are these other contractual services, $121,000? 

Mr. Orvitxe. $100,000 of that is for the economic study and the 
$21,000 is for statistical evaluation at New York University. 


DATE OF EXPIRATION OF THE ADVISORY COMMITTEE 


Mr. Tuomas. Mr. Orville, do you think it would hurt the economy 
of in country or this experiment any to wind it up this coming June 
30% 

Mr. Orvite. I do, sir. 

Mr. Tuomas. What do you expect to accomplish in the next 2 years 
that you have not accomplished so far? 

Mr. Orvitie. We expect to further confirm the results, the positive 
results which have already been gotten on the west coast, with an 
average increase of about 15 percent in precipitation. 

Mr. Tuomas. You had those results 2 years ago. I remember you 
testified to them very well. We figured that you could increase that 
rainfall under certain conditions, up to 15 percent. You were posi- 
tive of that. Do you remember? That was 2 years ago. What have 
you.got new for this year that you did not have last year ? 

Mr. Orvinte. We are working this year on the Great Plains area, 
the drought States, and the Gulf States. 

Mr. Tuomas. When you say you are working, what do you do? 

Mr. Orvinie. Carrying out the evaluation project. We have some 
very interesting projects underway now, one of which will be resumed 
down in Florida. 

Mr... Tuomas. What is the project? You have been doing some 
seeding up in New England and you have been studying frost. up 
there. 

Mr. Orvitte. That project is completed in New England. 

Mr. Tuomas. What good did you do in New England? 

Mr. Orviniz. We found out there, sir, that the silver iodide does 
have a positive effect on the clouds. 

-. Mr. Tuomas. You found that out 3 years ago. You were positive 
about that the first 90 days you got started. 

Mr. Orvitie. It was a controversial matter then, sir. 

Mr. THomas. Itstill is. 

Mr. Orvitte. One thing we found out that it was very uncertain, 
whether or not you can overseed. 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. Mr. Reporter, put pages 10, 11, and 12 in the record 
at this point. You might also inelude page 13. 
(The pages refe to follow :) 


Estimate of appropriation, 1958—Salaries and expenses 


Fe OE i bn dia 6 ocetd iinet tte cng Reb emartendppeene $300, 000 

a es ES a eeethiin eoe hen the enact eka tenapenes cxmrtinee chad +10, 000 

I gai can tiers ede ntctecchen stn ini manatee Dike QUiad Othe 310, 000 
HIGHLIGHT 


The Committee was established to study and evaluate weather modification 
or control activities (cloud seeding) for the purpose of determining whether 
the Federal Government should experiment with, engage in, or regulate such 
activities. During fiscal year 1958 it is proposed to concentrate most of the 
work of the Committee’s small staff and consultants on the studies, analyses, 
and writing involved in preparing the required reports on the Committee’s 
findings and recommendations for the President and the Congress as a basis for 
considering any further programs of the United States Government in the field 
of weather modification. 


SUMMARY STATEMENT 


Congressional hearings between 1951 and 1953 demonstrated that farmers, 
ranchers, electric utilities, municipalities, and other water users were annually 
spending from 3 to 5 million dollars on weather-modification activities covering 
approximately 10 percent of the land area of the Nation. There was evident 
a necessity for an impartial evaluation of these extensive weather modification 
(cloud seeding) operations in order to ascertain if they were producing favor- 
able or other results. 

Reports to the Advisory Committee indicate that there have been some 450 
cloud-seeding projects in the United States started and carried on over the 
years since World War II. Three hundred and sixty-eight of the projects are 
recorded as operating during fiscal years 1951 through 1956. Most of the cloud 
seeding has been conducted in the West (chiefly the west coast and the 11 
westernmost States). However, increased activity has been shown in the 
relatively more humid Midwest, South, and Southeast portions of the Nation. 
The purposes of these cloud-seeding operations have been, in the order of their 
magnitude: (1) the benefiting of agriculture; (2) the increase of water storage 
for hydroelectric power; (3) the increase of municipal and industrial water 
supplies; (4) the suppression of hail and lightning; (5) the aid of timber cul- 
tivation; and (6) the increase of snowfall for recreation. 

Reports on foreign weather modification projects are less complete. Never- 
theless, there are indications that since 1947 at least 150 weather modification 
projects have been undertaken by about 50 countries scattered around the globe. 
Activity has been greatest and scientifically most significant in Canada, Aus- 
tralia, Switzerland, Japan France, England, and Pakistan. The Russians are 
said to have conducted some form of weather modification as early as 1930. 

The Committee’s statistical evaluations have established with a satisfactory 
degree of probability that cloud seeding operations on the windward slopes 
of the Pacific Coast States during the cooler and moist winter and spring months 
have produced overall average increases in precipitation from the storms seeded 
over that which would have been expected without seeding. The Committee’s 
physical evaluations, designed to ascertain if there is physical evidence to sup- 
port its statistical findings, appear to have established that the ground-based 
silver iodide generators used in commercial cloud seeding do in fact get the 
artificial nucleating agent up into the clouds under the similar physical con- 
ditions and seeding techniques present in the west coast cloud-seeding operations 
which the Committee statistically evaluated. The validity of these conclusions 
with respect to other portions of the United States depends upon the successful 
completion of further evaluation studies. 

At present and during fiscal year 1958 the Committee is and expects to con- 
tinue to carry out additional evaluations of weather modification activities in 
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other mountainous areas and in representative flatland portions of the Natien. 
Also further study of the efficacy of hail and lightning suppression cloud-seede 
ing activities will be carried out. 

The Committee hopes to ascertain what, if any, results of cloud seeding ave 
been obtained in the Great Plains and other relatively flat areas, If the charac. 
ter of the Committee’s findings about weather modification in the mountainous 
and flatland portions of the country merit it, the Committee intends to have 
conducted a study of the economic implications of weather modification -fté# 
inclusion in its final report and recommendations to the President pad the 
Congress. ot 


COMMENTS ON PAST, PRESENT AND FUTURE EVALUATION PROGRAMS 


Past and present prograns 


Subsequent to its appointment in December 1953, the Advisory Committee 
embarked upon a survey of the fleld of weather modification in an attempt to 
establish the current status of knowledge by means of collecting and studying 
reports from all available sources, field trips to witness actual weather-modifica- 
tion operations, consultations with outstanding scientists in the field and —_ 
ferences on the problems and methods of evaluation. By the fall of 1954; 
appeared that the various phases of the problem could be tentatively divided ipto 
three categories : 

(1) Those aspects concerning which there was wide acceptance and unanimit¢ 
of opinion. These were: 

(a) Supercooled stratified clouds can be dissipated by seeding with dry ice on, 
silver iodide from aircraft. 

(b) Supercooled cumulus clouds can be modified by silver iodide or dry-ice 
seeding from aircraft if they are sufficiently deep and the temperature of the top 
of the clouds is below —6° C. tive 

(¢) Warm cumulus clouds can be made to produce rain by water seeding from 
aircraft if they are sufficiently deep. 

(2) Those aspects for which there was some theoretical justification but 
scientific experimental proof is lacking. These were: 

(a) The effectiveness of cloud seeding with silver iodide from ground gate. 
ators in augmenting precipitation, under various conditions. 

(vb) The suppression of lightning and hailstorms. 

(c) “Overseeding,” i. e., a decrease in precipitation caused by seeding with 
excessive amounts of silver ‘iodide. 

(@) The possibility that cloud seeding in one area produces a decrease -itt 
precipitation in another unseeded area. ret 

(e) The varying nature and effectiveness of the nuclei produced by different 
types of generators. 

(3) Those aspects concerning which there was no substantial agreement and a 
great lack of knowledge and understanding, such as— 

(a) Large-scale weather changes caused by cloud seeding. rick 

(6) Dissipation or alteration of hurricanes and severe storms by cloug 
seeding. 

(c) The effect of atmospheric electricity on the formation of precipitation 
and the reverse. 

(d@) Variations from time to time and place to place in the kind and amount 
of natural freezing nuclei and the reasons therefor. 

The one fact about which there was and is unanimous agreement is that our 
knowledge of the physics of clouds and the various precipitation mechanisms 
is highly incomplete and much more research and experimentation must be 
earried out before a satisfactory understanding and fully effective practi¢é 
of weather modification will become possible. This will not be achieved in the 
near future but will require years of intensive effort. 4 

During the last 2 years some improvement of our knowledge concerning those 
aspects of weather modification under category (2) has been achieved, a resnit 
of the combined efforts of many organizations and individuals. 


(a) The effectiveness of cloud seeding with silver iodide from ground generators 
in augmenting precipitation. 

West Coast States—The Committee’s statistical evaluation program has estab- 
lished, with a satisfactory degree of probability, that cloud-seeding operations 
conducted on the windward slopes of the West Coast States during the winter 
and spring storms, have produced increases in precipitation, from the storms 
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seeded, over that which would have been expected without seeding. The overall 
average increase of the various projects is estimated to be about 15 percent. The 
Committee’s physical evaluation project at Mount Washington during the winter 
of 1955-56 supported these statistical findings by instrumental and visual 
observations of small-scale cloud seeding under controlled conditions. 
.. Mr. Tuomas. How much money did you have, including this year ? 
it will be right around $1.4 million; will it not? 
- Mr. Oppennetmer. If I may comment, sir, we have had a total of 
$695,000 in the 3 years of appropriations. 

Mr. Tuomas. Is that all it was? 

Mr. Orrennermer. That is right. 


ACCOMPLISHMENTS 


Mr. Tuomas. What have we got for that. $700,000? What do we 
have to show for it today ? 

Mr. Orvinnr. We have a report showing the positive increases—— 
' Mr. Tuomas. You have not written a report yet. You have to spend 
$10,000.on that report., You do not have that report written yet. 

Mr. Orvitte. What we have to do is tie all of these different re- 
ports—we have a number—we have to tie them all together and find 
out. the results of the Great Plains States evaluation. That is, not 
going into the statistical evaluation of the area, but probably into the 
physical evaluation of the flatlands. 

' Mr. Tromas. What relationship, if any, does your committee have 
weith the International Geophysical Year? 

Mr. Orvitxe. No relationship at all, sir. 

- Mr. Tuomas. You are not working hand in glove with that crowd? 
One of the main purposes of that crowd is to study weather. 

_..Mr. Orvitie.. They are starting a cloud census. 

Mr. Tuomas. Dr. Berkner and Dr. Gould have just come back from 
the South Pole. This is their fourth trip. Chances are they will go 
back. We have a famous professor from California studying 
oceanography. 

Mr. Feteto. Dr. Kaplan. 

Mr. Tuomas. They think study of the ionosphere and glaciology 
holds the trick to this weather. Are we looking into any one of those 
three phases in your Commission ? 

. Mr. Orviizz. In a general way. 
Mr. THomas. What do you mean “in a general way’’? 


CLOUD SEEDING 


Mr. Orvitte. To see whether it has any general relation to our 
evaluation. Whatweare trying to do is determine the economic value 
of cloud seeding or weather modification to the areas. 

Mr. THomas. You were working on that last year. The year before 
last. you determined that you could increase rainfall by 15 percent. 

Mr. Orvitie. Only on the West. Coast States, sir. 

_ Mr. Tuomas. Last year you were figuring on the economic side of it, 
were you not? 

Mr. Orvitie. The 15 percent applies only to Washington, Oregon, 
and California. Those are the only three States in which we have 
found positive results. In the Great Plain States we have not found 
any as yet. 
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Mr. Tuomas, If you come up with a good answer, it will be worth 
a jillion dollars. I can guarantee you that. 
Mr. Tuomas. Mr. Bow? 


EXTENSION OF THE COMMITTEE 


Mr. Bow. Mr. Chairman, I just wondered—it seems to me every 
time this appropriation has been before us, they won’t tell us this is the 
last one. Was that not our testimony last time? 

Mr. Tuomas. That is right. It was going to wind up. 

Mr. Roonry. This leaves us “all wet.” 

Mr. Tuomas. They extended it, I think, in late July last year. 

Mr. Orvitte. Congress extended that, sir. 

Mr. Bow. But at your request and prodding now I just noticed this 
testimony here of Captain Orville last time. “We are asking for an 
extension of 30 days to finish up the activities.” 

Mr. Tuomas. They got over on the other side and they extended it 
for 2 years. 

Mr. Bow. How long will you keep going now ? 

Mr. Orvitiz. The present legislation provides for the committee to 
be in existence until July 30, 1958. 

Mr. Bow. Is there any legislation pending now to extend it beyond 
that time ? 

Mr. Orvitte. Yes, sir. There is a bill in the Senate which is spon- 
sored by, or which has been introduced by Senator Case, and co- 
sponsored by Senator Anderson of New Mexico, Senator Magnuson 
of Washington, Senator Watkins of Utah, which calls for a field 
experimentation program of 5 years in cloud modification, and the 
bill has been referred to the Senate Interstate and Foreign Commerce 
Committee, and a subcommittee is having a hearing this next week. 

Mr. Bow. They are the same members of the other body who intro- 
duced the legislation or the bill before. 

Mr. OrviieE. No. The bill for the 2-year extension was by Senator 
Case only. This is a bipartisan bill with 2 Democrats and 2 Republi- 
can Senators. There are 4 companion bills in the House from the 
drought States. 

Mr. Bow. Since you have been in charge of this operation, what 
economies have you effected in your operation ¢ 

Mr. Orviite. Our appropriation was $120,000 the first~time, a 
very small budget. It was $275,000 the next year, there was a $300,000 
appropriation for this current fiscal year. Now, with the $60,000 
that we are requesting be dropped, there will be, sir, $250,000 for 
fiscal year 1958. 

We have had very modest budgets and our personnel have actually 
decreased, rather than increased. 

Mr. Bow. The answer to my question has not been answered but 
LIassume it would be no. That is all. 

Mr. Tuomas. Thank you gentlemen. It is always nice to see you. 
Come back and see us again. 

Mr. Bow. They will. You see they are a temporary agency, noth- 
ing is so permanent. 
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ba | 1956 actual | 1957 estimate | 1958 estimate 





Pregram by activities: 


1. Research, investigations, and reports.__..._...._- $1, 243, 222 | $1, 314, 500 $1, 431, 000 











| 
*? 2. Executive direction and administration. _-.__.._- 224, 461 | 266, 000 | 269, 000 
” Total obligations _............-_..-___- We 1, 467,683 | 1, 580, 500 a 1, 700, 000 
thbsibing Unobligated balance no longer av ailable...._.___..| 15, 317 |------ ge had 
061; dppmepemitincii Leos. Liisa 2 1, 483, 000 1, 550 pened 1, | 700, 000 
Proposed supplemental due to pay increases. --._- Sinprhnamenvktecerbaakshebes 30, 500 |------ 
Vs Obligations by objects 
’ Ss. 6h | ——-t wer” 2 7° 
2 1956 actual | 1957 estimate | 1958 estimate 
ai 7. Th Tart Ts? - Tet tthe) Sai. 
Fatal number of permanent, positions......................--. 222 224 | 224 
Average number of all employees - - - -_-- Seacaoaok anal 200 217 217 
Number of employees at end of year 49S ONES ECR) 204 | 222 217 
a ‘ |\— —_——. — Ss | 
Average salaries and grades: | 
General schedule grades: | | 
A REE ces aces Sen inn te, any $6, 474 | $6, 522 $6, 650 
Moprmeereeeesh 3. ch ji oe ees ee his Gis: 6 GS8-8. 7 GS-8.7 
Of) Personal services: ees Paty. SU DUG MARS 2aey 
‘){}{; (: Permanent positions.....--.--.....-----------+-+--+--- $1, 365,796 | $1, 497, 500 $1, 517, 200 
“Regular pay above 52-week base____._.........2..._-- 5, 021 Pind 5, 300 
i«;; | Payment above basic rates_...__.. fds. -jhoccqaa§ 4162 | 4,000 | | 4, 000 
TOR ORSON BOTTING... «on on cain oo cee cine n sense | 1, 874, 979 | 1, = 1, 526, 500 
02 | {Travel ender rire: Syrteesrhan tet 18,721 | 20, 000 20, 000 
of" ‘Pransportation Of taa.. 2 ST TI .| 24 50 | 50 
Communication services. __..........--....----.--- revel 7,499 7, 550 | 7,550 
A EN ERS ee ere a 4, 350 | 4, 700 4, 700 
06 ‘Printing and reproduction. _..._-_-..._........-.-. 434) 10, 806 | 9, 000 9, 000 
07 Other contractual services - Shak cane beni csk 9, 446 | 7,000 | 7, 950 
Services performed by other age ncies___- ut Rat 7, 207 4, 500 | 5.400 
08. Supplies and materials. _-._- [ ‘tc pi asic 19, 238 | 16, 000 | 15, 150 
09 ‘Ecuipment i Na Blade ol, 5 ad odeat 15, 186 | 10, 000 | 9, 000 
11 Grants, subsidies, and contributions: | 
Contribution to retirement fund____._______. .- tdi ewelte Be ABtiads amas 94, 500 
1¥* Taxes and assessments. -*_..-......-..- Sevens seseeet 227 | 200 


Sees CN os hn LS, weeseencdsdodgcs Yio! 1, 467, 683 | 
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Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation __-- 
Proposed supplemental due to pay increases. 
Obligated balance brought forward________._- 
Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations____-- 


Out of anticipated supplemental appropriation ee a 


Out of prior authorizations 


Total expenditures______- 


1956 actual 


| 
| 





$1, 483, 000 | 


~ 82, 471 


“1, 565, 471 


1, 398, 216 


fe 
| 


| 


| 1957 estimate 


| 
| 
$1, 550, 000 | 
30, 500 | 
69, 710 | 


1, 650, 210 | 


69, 510 


1, 570, 985 


| 1968 estimate 


$1, 700, 000 


Balance no longer available: 
Unobligated (expiring for obligation) 





| 
oo 
| 


ther__ d Boat ohaoie tee : 
Obligated balance carried forward ___....-.-__. 





Total expenditures and balances. ch 650, 210 ne} 





Mr. THomas. Will the committee come to order, please ? 

We have with us this afternoon the Tariff Commission and its staff. 
It is certainly a privilege and a pleasure to see our many distinguished 
friends again. 

It is nice to have the Chairman, Mr. Brossard, with us, along with 
Vice Chairman Talbot, Commissioner Schreiber, Commissioner Sut- 
ton, and Commissioner Dowling, our secretary friend, Donn Bent, 
Mr. Balliff, Director of Investigation, and Mr. Dorfman, Chief 
Economist. 

Have you been practicing economy recently ? 

Mr. Brossarp. We always do. 

Mr. Tuomas. We car with us Mr. Kaplowitz, General Counsel, 
and Mr. Albertson, Chief, Technical Services. 

Mr. Chairman, if you or any of your brother Commissioners have 
a statement for us, we would be delighted to listen to you as long as 
you want to talk. 

Mr. Brossarp. I thought I might read this introductory statement, 
which is in substance what we wish to say. 

Mr. Tuomas. You put it all in the record and sort of brief it for 
us. Would you rather do it that way or rather read it ? 

Mr. Brossarp. It is only a couple of pages long 

Mr. THomas. Do as you like. We are willing to do anything you 
want us to do. 

GENERAL STATEMENT 


Mr. Brossarp. The Tariff Commission’s total estimate for 1958 is 
$1,716,900. The amount requested for personal services is $1,541,500, 
which will provide for continuation of the present year’s average 
annual employment of 220. 

The activity groupings adopted for previous years by agreement 
between the Bureau of the Budget and the Commission are carried 
forward in the present estimates. Estimates for the two activities 
may be summarized as follows: 

Activity I is stated: “Research, investigations and reports.” This 
covers all substantive work of the Commission, as well as all miscel- 
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laneous expenses. The total requested for this'activity is $1,447,900. 
Of this amount, $1,272,500 is for personal services at an average annual 
employment of 185. The balance of $175,400 provides for all mis- 
cellaneous expenses, including the new item of $95,400 for retirement 
fund contribution, in accordance with recent amendments to the 
Retirement Act. 

Activity II is entitled “Executive direction and administration.” 
It includes the Commissioners’ Offices and the administrative services. 
The total request for this activity is $269,000, for an average annual 
employment of 35. Apart from the offices of the Commissioners, 
whose salaries are fixed by law, the estimate for administrative services 
totals $112,230 for an average annual employment of 23. This amount 
is 6.6 percent of the total appropriation, a slightly smaller proportion 
than in the current and previous years. 

The bases for the foregoing estimates are analyzed in detail by major 
categories of work, in the following justification. At this time we 
wish to emphasize briefly certain basic considerations. 

The Commission has arrived at its estimates for 1958 only after the 
most careful study, and with full consideration of the importance of 
achieving all possible reductions in Federal expenditures. 

The amount requested—which will permit no increase in staff above 
the current year—is absolutely essential if the Commission is to meet 
the rising demands from Congress, the administration, and from in- 
dustry, for its services, especially in the conduct of escape clause and 
other investigations, and in the tariff simplification studies, which 
the Commission is legally required to complete within statutory dead- 
line periods. 

A perspective of the Commission’s average employment over a 20- 
year period is shown in the following table. 

Mr. Tomas. Mr. Chairman, as usual, you make an awfully good 
statement. It is right to the point. 


CHART OF POSITIONS, 1958 


Gentlemen of the committee, let me refer you to this chart in the 
back of the book. You may look at it. This tells the tale. I do not 
know of any agency that lives more economically than this group does, 
and Mr. Reporter, if we could get this chart in the record, I think it 
is a good object lesson to most all of us in the Government to look at. it. 

If you can put it in there without too much trouble, do it. 

(The chart referred to faces this page.) 

Mr. Tuomas. Let us proceed to something else. 


AVERAGE EMPLOYMENT, 1939-58 


I want toturn to page 3. Please put this in the record. 
(The justification referred to follows :) 
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Average employment table, 1939-58 


Average Average 

employment employment 
chanel Keven biaeiesatinill SU cE ice meer 238 
i Ragin bissapitthadys a discs athapebeiicesmes I Rei nase tah ten coer ees se taeeeh 227 
Sn UN ie SOG | Tome Se us 213 
30GB... 2 dh ie SOO  $RGR esis ie cheiin-iniricce 201 
SR cae) dominant sence ela eeadecker i i en eel worl ormeeene 195 
TE hind nce npeesesbtial | 9 5 fine ammiena peace, Seite Te 195 
el ceettisipssc-eraerco ces daduiapaco-Dnerethteladies PTs Sec eh tp ne oop 198 
airs nisesincnictectel dink chia a ecco Ben) Bema Le LSU Sa isoseeiol ss 204 
PE icici chines scnn hse a clio a ee Cee ek 220 
DO ein wien nn cohgegeemeeimiiieil: 226 1.1958 (estimate)._..-.--..-----.- 220 


Mr. Tuomas. Look at their employment. From 1939 to 1958 they 
dropped from 303 to 220 and they are still doing a fine job. There is 
nobody here will admit you are not doing a good job, is there’ 

Mr. Brossarp. No, sir. We are under extreme pressure all the time 
to do these jobs under a deadline date. 

Mr. Tuomas. You will admit you are still doing a good job; will you 
not ¢ 

Mr, Brossarp. We admit it. 

Mr. Tuomas. We agree with you. 

Mr. Rooney. Mr. Chairman, if I'am not mistaken, they ask for more 
employees now than they had when this administration took over 4 
years ago. 

Mr. Tuomas. There are just 22. 

Mr. Yates. That is not bad. 


MAN-YEAR TABLE BY ACTIVITIES 


Mr. THomas. Put the man-year table by activities on page 7-in the 
record at this point. 
(The matter referred to follows :) 


Comparative man-year table (by fiscal years) 


Man-years expended | Man-years esti- 






































































































































mat 
Activity Fada gta att gap lbgatucceste Ipinsigemacaes dbase tated 
} 
1954 1955 | 1956 1957 | 1958 
eee Pears tals il 
Activity I: 
BM, FUE eG icrecccesnsaceevebhsqusenneaetiee 47.2 58.0 50.1 59 64 
1. “Escape clause” investigations. ._-..............] 28.7 18. 5 22.4 | 30 30 
2. Investigations under section 22, AAA ....._.-...- 7.4 6.9} 12 5 5 
3. Investigations under section 332, TA..........-- 6.3 12.3 | ~ 3 3 
4. “Peril point’ investigations. - sokihe Gil s-i$i-sc 14.1 20.9 2 2 
5. Tariff simplification investigation _- 3.3 | 1,2 15 20 
6. “Antidumping” investigations _ - 2.0 1.7 | 2 2 
7. Other public investigations-.-___- 1.8 25 | 2 2 
B. Furnishing technical information and assistance-....--- 29. 8 22.8| 21.6 | 94] Lam 
pap hteeanimn 

2.1 TO Congrapo iii .5).-to0L. Gd. Assis 8.7 8.7 | 8.9 | 9 9 

2.. To“other Federal agencies. .........-...--.-.-----.-- 11.6 5.6 5.0 6 
3. Tofindustry and the public. _............-......-.-- 9.5 8.5 7.7 | 9 9 
C. Specialfreports and activities................-..--.--...---- ~ 2.1) 348| 44.6| ° 47 42 
1, Summaries of tariff information__-_..........-.------ 12,1 6.9) 6.2) 20 20 
2. Reports on synthetie organic chemicals_............- 8.5 8.2 9.2 10 10 
3. Trade agreements reports and activities..........-.. 5.3 16.9 | 24.6 7 6 
4. Miscellaneous reports and activities...............-- 3.2 2.8) 46) 10 6 
D. Assembling and analyzing basic data_-_-...........---..---- 54.9 48.4 | 54.7 | 55) 55 
Total, activity 1... hiiisscc cases pen Sacsevacp geet ce 161.0} 1640) 171.0 185 185 
IS BE cemangtnietthinetdinntatettbnecwansippmaniininahaiinn 34.0 34.0 33.0 | 35 35 
GE EE cence cnusnnksivsswadereeeosensdetia ae 195.0 | 198.0) 204.0 220 220 
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PUBLIC INVESTIGATION 






Mr. Tuomas. Your activities are broken down into public inves- 
tigations. You have 59 or 60 people on that work. Furnishing tech- 
nical information and assistance—that is a pretty good job, when you 
go to writing letters and answers to all these members; is it not? How 
many people do you use for that? In the whole field you use about 24 

ple. In your special reports and activities you have another 42; 
in your housekeeping there are about 35. 


MISCELLANEOUS EXPENSE REQUIREMENTS 


Mr. Reporter, I would like you to insert, if you will, the table on 
page 32, avg the other objects of expense. 
(The page referred to follows :) 







Comparative miscellaneous expense table 


Actual, | Actual, Esti- Esti- | Dif- 






























Object 1955 1956 mate, mate, ference, 
1957 
} 

OD I i ints sence e teeters eteceeteersanelbucn $13,250 | $18,721 | $20,000 | $20,000 |.__ 
eg Ee eee 30 24 50 | 
Bee ied enedktccassesnns 7, 250 7,499 7, 550 7, 55O |... 

el cas ccihcentn saleiblemadl 3, 884 4, 350 4, 700 4,700 |__- 
06 Printing and reproduction_.....................- 7, 645 10, 806 9, 000 9,000 |... 
07 Other contractual services. -__...................- 6, 729 9, 511 7,050 8, 000 +$950 

Services performed by other agencies... _ -_._- 3, 533 7,207 4, 500 5, 400 +900 
GS Guppiies and matermis. ........................- 19, 543 20, 749 16, 950 16, 100 —850 
OC iieiniciiin scsantre onniptelinanbice pte ompannns 18, 290 15, 186 10, 000 9, 000 —1, 000 
15 Taxes and agssessments..-._........-.---.--....- 417 227 200 30 j.. 22k 


et 
ae 











OTHER OBJECTS 






Mr. Tuomas. Gentlemen, if you will notice it, you will find that the 
“Other objects” are $80,000 for 1958, against $80,000 for last year, 
with the exception of 1 little item of $95,400. That is a contribution 
to Dr. Phil Young’s retirement fund. You are not responsible for 
that. Your travel remains the same in both years. $80,000 is right 
at 10 percent of your personnel cost. 

Mr. Brent. Five percent of our total cost. 

Mr. Tuomas. Total personnel cost. It is 5 percent. I think it is 


the lowest of any agency in the Government. I would like to commend 
you for it. 


REPORTS 


How many reports have you written the first 6 months? Tell us 
a little something about your headaches. We would like to talk with 
you. 

’ Mr. Benr. Mr. Thomas, I have a table here which could be in- 
serted in the record. During the fiscal year so far, up to March 22, 
we have completed a total of 16 investigations. We have ordered 18. 
That is of all kinds. 

Mr. Tuomas. Put the list in the record at this point. 

(The list referred to follows :) 









Investigations ordered, completed, and 
up to 
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Jar. 22 


Type of investiga- 
Yon and subject 
matter 


Investigations 
ordered 


Tariff Act of 1930: 
See, 332 


WKY... + -+-4 

None___.. oe 

Hanger cov: ers, 
expansion 
bracelets (2) 
phonograph 
pickups (2). 


Trade Agreements 
Act, as amended 
S Investigation 5, 
Cuba Investi- 


gation 6, United | 


Kingdom, ete. 
Certain jute fab- 
rics, spring 
clothespins, 
bicycles. 


Executive 
Order 10401. 


Watch move- 
ments, ete., 
dried figs, 
hatters’ fur. 

Additional in- | Nome_............ 

formation. 

Agricultural Ad- 
jJustment Act, as 
amended, see. 22. 


Peanuts (3d), 
dried figs and 
aste, dates, 
utter oil, ete. 
Customs Simplifi- | None 
cation Act of 
1954. 
Antidumping Act 
of 1921, as 
amended. 





ps 


| 
Investigations 
completed 


ee 
i bode... ‘ 
Hanger covers 


Investigation 5, 
Cuba. 


Groundfish fillets, 
velveteens, pil- 
loweases, straight 
pins, safety pins, 
ginghams, violins, 
and violas. 

Watch move- 
ments, etc., 
dried figs, 
hatters’ fur. 





Peanuts (3d), dried 
figs and paste, 
dates, butter oil, 
ete. 

None-. 


owindncde 


| Pending 


Beginning of fiscal 


Canisters, electron 
tubes, badminton 
| rackets. 


Groundfish, fillets, 
velveteens, pil- 


pins, safety pins, 





Tariff simplification 


study. 


None......- 


INITIATION OF INVESTIGATIONS 


loweases, straight | 


"to Mar 28 from July 1, 1956, by. subject writer, 
1957 


\ 2% 
| As of Mar, 22° 
-— 0 
| 


Whisky. 


; -| None. 


Canisters, ehatron 
tube, badminton 
rackets, expan : 
sion bracelets 
(2), phonograph 
pickups (2). 


| Investigation 6, z 
United King- °“¢ 
dom, ete. 


Certain jute fab- 
| rics, spring 
clothespins, 
bicycles, 


ginghams, violins, | 


| None. 


vi 


Tariff simplifiea>-. 
tion study. 


None. 


Mr. Froop. How would you initiate one of those investigations? 


Mr. Bent. Dr. Brossard 


will tell you. 


Mr. Brossarv. Most of them that have been undertaken under sec! 
tion 332 have been requested of us by the Finance Committee or the 
Ways and Means Committee of the House or the Congress. 

The escape clause investigations. have been instituted at the request 


of an industry, and in section 22 investigations, the Department of 
Agriculture initiates the investigations when there is interference 
or likely to be interference with the agricultural programs, where im- 
ports are coming in that might interfere with those price support 
programs 

Mr. Fioop. Does an industry have a right to ask for an investigation 
as a matter of right if a certain percentage is reached? How do they 
do that? 

Mr. Brossarp. Let me finish my answer and I will answer that 
question. 

Under section 22, the request must come from the President, based 
upon a request to him from the Secretary of Agriculture. 

With respect to an investigation, under the escape clause, any ‘#ht 
dustry has a right to make application. 

Mr. Fxoop. What do they allege? 


99 
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Mr. Brossarp. There are certain data under our rules of practice 
and procedure which they are required to furnish, certain information 
showing they have been injured by imports which would indicate that 
they have a substantial case, or otherwise the Tariff Commission has 
the right of not ordering it, if it is a frivolous or foolish case, 

If they make an application that does not make sense, it does not 
require investigation. If it is a reasonable application we are re- 
quired to make the investigation upon application of an industry. 

Mr. Froop. Who determines the bona fides or the quality of the 
application ? 

r. Brossarp. We have to determine whether it is frivolous appli- 
cation or not. Otherwise, the Congress made it mandatory for us to 
make the investigation. We do not have to comply, or report, or find 
what they request, or course. Our findings are independent. 

Mr. Froop. Is the right abused ! 

Mr. Brossarp, No, it is not. People do not like to spend their 
money foolishly, we find. They do not make application unless they 
have a pretty good case. Why would they come before us with their 
lawyers and go to the expense of getting up all the information and 
have a hearing and all that unless they had a case. 


INCREASE IN BUDGET 


Mr. TxHomas. Doctor, actually how much of an increase is this 
budget over last year, exclusive of including your retirement fund of 
$95,000? Is it about $40,000? 

Mr. Bent. It is more than that. The retirement fund itself is 
$95,000. 

Mr. Tuomas. It is about $56,000? 

Mr. Benr. It is more than that. The estimate for 1957, the grand 
total, was $1,596,500. This year, it is $1,716,900. Thus the total 
dollar increase is $120,400. 

The difference in those two items does not permit us any additional 
personnel at all. It comes under three principal categories. The 
largest is this $95,000 item for retirement. It so happens that in fiscal 
1958 there is one more workday than in fiscal 1957. which is a little 
over $5,000, and then about $20,000 additional cost due to so-called 
periodic pay increases. 

Mr. Brossarp. They are automatic; required under the law. 


ECONOMISTS AND ENGINEERS 


Mr. Tuomas. How many economists do you have, 19 or 20? 

Dr. Dorrman. We have 15. 

Mr. Tuomas. Nineteen in the entire division? . 

Dr. Dorrman. I beg your pardon ? 

Mr. Tuomas. I think your chart shows either 19 or 20. Are there 
3 or 4 clerical people? 

Dr. Dorrman. There is one secretary, I believe; if they have in- 
cluded the chief in that chart, I do not know. 

Mr. THomas. Do you have any trouble getting economists now, 
Doctor? ’ 

Mr. Brossarp. Yes, sir. We have trouble getting all kinds of 
employees. We had a really difficult time getting eight employees a 
year ago—young people. 

Mr. THomas. at classification ? 
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Mr. Brossarp. We tried to get engineers, for example. We could 
not touch them at all with the amount civil service would permit us 
to hire or pay beginners. We tried first to write to all the universities 
to see if. we could not, get some of their graduates. None of the 
graduates were available. 

Then we wrote to the universities and asked them for a recommenda- 
tion of persons who would be graduating in June of last year. We 
wrote to them 4 months in advance. We finally got 3 or 4 out of that 
group. They came down; we employed them when they had grad- 
uated, and 4 of them have left already, because they could get better 
jobs at more money than we were allowed to pay them. 

We could not increase their salary under the civil-service regula- 
tions until after they had been with us a year. They were only quali- 
fied for appointment in GS-5, and they got jobs at seven and ioe 

Mr. Tuomas. The Civil Service Commission has come to your rescue 
until you appoint them at the top of grade 6 or 7? 

Mr. Bent. That has not affected us. 


ASSESSING THE PROBLEM OF INFLATION 


Mr. Tuomas. You have some of the best economists in the Govern- 
ment service, or any place else. What do they think about the grow- 
ing problem of inflation? You make reports on everything from 
soup to feathers. What about the inflationary picture now? 

Mr. Dorrman. As long as there is no tariff on inflation, we do not 
study it. 

Mr. THomas. You cannot avoid it in your studies. 

Mr. Dorrman. Of course, we take it into account in assessing the 
impact. 

Mr. Fromas. How much weight do you give to it? Do you eval- 
uate that weight? 

Mr. Dorrman. There was an occasion in estimating the extent to 
which we have reduced our average level of duty to take into account. 
the share that we could attribute to the increase in prices, and in our 
last study it was our view that about half of the reduction in our av- 
erage level of duties was attributable to inflation. 


TARIFF ON GLASS 


Mr. THomas. We have a very distinguished colleague around here 
by the name of Mr. Bailey from West Virginia. I understand that 
he has a great district where they make a lot of glass, and he com- 
plains quite often that perhaps the tariff is too low on glass. Have you 
folks made a recent study of the glass situation ? 

Mr. Brossarp. No, we have not. 

Mr. Dorrman. He is not alone in the feeling. 

Mr. THomas. Do you mean that the people in Illinois are hollering 
too’ 

Mr. DorrmMan. A good many; yes. It is quite contagious. 

Mr. Bow. And also the people from Ohio. 

Mr. THomas. What about the tariff situation with reference to the 
glass industry ? 

Mr. Brossarp. We could not answer what the tariff situation is with 
respect: to that without another investigation. 

Mr. THomas. When was the last investigation you made on that? 















844 


“Mr. Brossirv. Four years ago we had an investigation. 
Mr. Tuomas. Has not Mr. Bailey asked for a recent investigation ? 
“Mr. Brossarp. No. 

‘Mr. Tuomas. Under the law, if he asks for one, the Commission 
really gets busy and works on it ? 
Mr. Pucsaain, Not if an individual asks for one. If the industry 
would ask for it we would get busy on it. If the Ways and Means 
Committee or the Finance Committee, or either House of Congress 
or the President asks for it, that is mandatory. 

Mr. Tuomas. How much attention do you pay to an individual 
member if he makes a request ? 

“Mr. Brossarp. I do not think that we have ever had an individual 
Congressinan make a request. 

' Mr. Froop. Suppose that I were to ask you to make an investiga- 
‘tion of this quota of residual fuel imports from Venezuela vis-a-vis 
the Suez Canal, and the impact of that development ? 

Mr. Brossarp. We may ask Congress in that big an investigation, 
for the funds to make it. 

Mr. Fioop. Would it be that big? Could you not absorb an in- 
vestigation like that ? 

. Mr. Brossarp. That would involve the whole staff. 

Mr. Tuomas. Reading from the act there appears this language : 
Provided, further, That no part of the foregoing appropriation shall be used 
fer making any special studies, investigation, or report at the request of any 


other agency of the executive branch of Government unless reimbursement is 
made for the cost thereof. 


+.. Does that apply to Members of Congress also ? 

Mr. Brossarp. We have not interpreted that yet. You tell us 
whether it does no not. 

Mr. Tuomas (reading) : 

‘'' Provided further, That no part of the foregoing appropriations for the ex- 
pense of travel shall be available unless specifically authorized by the Chair- 
‘man of the Commission for expenses of attending meeting of organizations con- 
cerned with the function * * * 

Does that limitation serve any useful purpose ? 

Mr. Brossarp. We never use it. We take all matters of that kind 
to the Commission as a whole. The chairman does not exercise that 
authority alone. 

TARIFF AS TO BICYCLES 


Mr. Yares. I get letters from my district respecting the situation 
fn the bicycle industry. Iam sure your Commission has made certain 
investigations in that field. What results have you found ¢ 

Mr. Brossarp. We have the bicycle industry under investigation 
again now. We made an investigation under an escape clause and 
‘made a report to the President and recommended an increase in duty 
and the President put into effect an increase in duty and the bicycle 
industry is back now saying that the increase in duty was not effective 
and they are now back for another investigation and want a quota. 
* Mr. Yates. Did you increase the tariff? 

Mr. Brossarp. Yes; the President did upon recommendation of the 
‘Tariff Commission. 

Mr. Tuomas. Thank you gentlemen very much. It is always a 
pleasure to do business with you. 

















Monpay, Marcu 25, 1957. 


SAINT LAWRENCE SEAWAY DEVELOPMENT 
CORPORATION 


WITNESSES 


LEWIS G. CASTLE, ADMINISTRATOR 

E. REECE HARRILL, ASSISTANT ADMINISTRATOR AND COMPTROL- 
LER-TREASURER 

RAYMOND F. STELLAR, CHIEF ENGINEER 

BRENDON T. JOSE, DEPUTY COMPTROLLER 

MAJ. GEN. C. G. HOLLE, SPECIAL ASSISTANT TO THE CHIEF OF 
ENGINEERS 


LIMITATION ON ADMINISTRATION EXPENsEs 


Ad ministrative expenses—Program and financin 
g 





| 1956 actual | 1957 estimate | 1958 estimate 


| 
————$—$___ —_—_ —_— —_—_______— - ——s lt - _ ee 


Program by activities: Administration (total obligations) -_ $239, 672 $306, 000 | $410, 000 
Financing: Unobligated balance no longer available____- 40, 328 | 19, 000 | m 


Limitation __._. weeecsegeecsssnesse} 280, 000 | 825, 000 | 410, 000 
| 1 


Accrued administrative expenses by objects 


1956 actual | 1957 estimate | 1958 estimate 


Total number of permanent positions... _-- Viguawuinnwig’ 26 | 38 | 187 
Full-time equivalent of all other positions_. 2 1 
Average number of all employees. - ---_- 

Number of employees at end of year- - 


Average salaries and grades: 
General schedule grades: 
Average salary -.---.....-. ‘ agai { 
Average grade-. -_. "tes al #5-10.2 GS-10.0 
Ungraded positions: Average salary - 


01 Personal services: 
Permanent positions. -- " me $201, 261 $281, 640 
Positions other than permanent 29, 808 16, 360 
Regular pay above 52-week base 825 
Payment above basic rates ; 513 
Other payments for personal services 9, 696 5, 000 | 
Total personal services__- .. 242, 103 304, 000 
Deduct portion not chargeable to administrative ex- 
pense limitation - -__- head : 59, 908 76, 000 


Net personal services - - 182, 195 228, 000 
lalate 11, 245 20, 000 
Transportation of things. -.-.---. . 17 , 000 
Communication services. __ ..- ; 4, 359 5, 000 
Rents and utility services___-- : bia 4 M4 12, 504 3, 000 
Printing and reproduction. - ._.-. : 13, 326 5, 000 
Photographing. -- és 598 2, 000 
Other contractual services : 1, 369 2, 000 
Services performed by other agencies 2, 303 2, 400 
Supplies and materials 4, 026 , 000 
Grants, subsidies, and contributions: Contribution to 
retirement fund_. ; : aed 7, 387 3, 000 
Taxes and assessments.. ---.-- ‘ 253 600 


Total accrued administrative expenses 239, 672 000 
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Program and financing 
agattiaemiaeiiedmdadted == ~ 
1956 actual | 1957 estimate 1958 estimate 
ctl telefilm cn choi —|—————_—_—_|______. 
PROGRAM BY ACTIVITIES 
Capital outlay: 
Land, land rights, and relocations.....................--- $183, 503 $3, 410, 800 $799, 700 
BEB AL thio adh debbie oociediis oho sion. sib diinbepehiivenietarrtvenl 3, 956, 424 30, 333, 900 19, 507,900 
Obanmeis end camels. ....... ...cesten-. 2226. e AS 1, 662, 721 9, 198, 200 13, 168, 600 
Roads and bridges. .. ATS <3 - SS -A- 567, 503 1, 198, 500 4, 592, 000 
Navigation aids and related facilities....................--|..-----.-t-.. ah ubt- heeds 857, 000 
Permanent buildings and ie ae i hide anna Mea 1, 982 614, 900 6, 835, 100 
Engineering and design. -....._........-...-.,-.---------- 1, 755, 068 950, 000 176, 900 
Supervision and inspection. -.....2.--...-+-.-.£222.--.222. 848, 596 1, 840, 000 1, 940, 660 
Administrative expenses _._-_- - 4224-4. 449-2-sea- ago. s-- 239, 672 306, 000. 410, 000 
Tmalapplicd mts. OF. . TMA TSI2ES LA Loa 3 9, 215; 469 47, 853, 300 48, 227, 200 
CM aids Sabine A kA s bhi tenecacedendcbitelnJaces 234, 615 123, 600 327, 900 
po EE ES i Se 9, 450, 084 47, 975, 900 48, 605, 100 
Relation of costs to obligations: 
Costs financed from obligations of other years, net (-r)  -_ |... -.«..2--.~} 719, 048, 315 —20, 976, 800 
Obligations incurred for costs of other years, net. ....____- 61, 266, S23 foe te... neer 
Total program (obligations) _..--_-.--_-.-.2-22--2 22222. 60, 735, 407 28, 927, 585 27, 628, 300 
FINANCING muad 
— becoming available: Proposed new authorization to 
nd from debt receipts_- Sei nap dec. -adtoce .--------] 86,000,000 
Uno ligated balance brought forward: Authorization to ex- 
SOG GO CHOI PUNOTIOS oon tithe iu nn cn cn ence nslee wii 91, 162, 992 | 30, 427, 585 1, 500, 000 
Total amounts available... ...--- 91, 162,992 | 30, 427, 585 36, 500, 000 
Unobligated balance carried forward: Authorization to expend 
from debt receipts_. I a a a eee — 30, 427, 585 —1, 500, 000 —8, 871, 700 
Financing applied to program...........-..-...-...--...- 60, 735, 407 28, 927, 585 | 27, 628, 300 
Condensed statement of income and expense and financial condition 
1956 actual | 108 1957 estimate 1958 estimate 
ee — _ — — ed —— peer tar TPE ST —_—. 
Be i ch il dain wichitnee die bine oon ier cnt cen cameaedmtass Sabai annie dL 
Expense: a " 14 ae 
ot  ceemaneehnnen $239, 672 $306, 000 $410, 000 
Interest on revenue bonds (payable to Treasury) _.....- won 197, 317 2, 177, 460 3, 600, 0, 000 
i I eae 436, 989 2, 483, 460 4, 010, 000 000 
Less expense charged to construction._.. --. ahi Aide 436, 989 2, 483, 460 | 4, 010, 000 
Net income for the year_........-- Sios Jae ee oer oe en ab. 
Assets: | 
Cash Se elas idiinanines beeen ameisehl e 4, 850, 412 301, 250 | 301, 250 
Accounts receivable . a reste foc 426, 008 1, 000 | 1,000 
Construction work in progress (net) 2 12, 795, 212 62, 948, 572 115, 153, 672 
Total assets __. ; ; : nedeas i 4 14,6 071, 632. 63, 3, 250, 822 115, 456, 922 
Liabilities: “ 7 UT 
Current liabilities bawee pietios 1, 849, 092 10, 850, 822 13, 455, 922 
Interest during constr uction—deferred...._...........__-. 222, 540 2, 400, 000 6, 000, 000 
Total liabilities... .... atibeuls 2, 071, 632 13, i 19, 456, 922 
Interest-bearing investment of U. 8. Government: reverting ei Pat ye 2a meg 
from Treasury.........- ; : , Seeds ceed 16, 000, 000 50, 000, 000 96, 000, 000 
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Budget authorizations and receipts, ecpenditures and balances 


| 1956 actual 


BUDGET AUTHORIZATIONS AND RECEIPTS AVAILABLE 


New atithorization to expend from debt receipts: Proposed | 
additional borrowing authority -- ~- 
Receipts from operations: Working capital credit 
Balance brought forward: 
Unobligated authorization to expend from debt receipts 
Obligated: 
Cash with Treasury - - -- 
Authorization to expend from debt receipts... 


157, 814 
11, 137, 008 


103, 300, 496 


Total budget authorizations and receipts available 


EXPENDITURES AND BALANCES | 


Gross budget expenditures: | 
Applied cost 


sbeodan ; 9, 215, 469 
Unapplied cost ? fe TERE, 


9, 450, 084 
30, 427, 585 


Total gross budget expenditures ---_--_-- 
Balance carried forward: 
Unobligated: Authorization to expend from debt receipts- 
Obligated: 
‘ash with Treasury. ._------- 


4, 850, 412 
Authorization to expend from debt receipts. t 


| 58, 572, 415 


103, 300, 496 


Total expenditures and balances. 
BUDGET EXPENDITURES 


Gross budget expenditures__...._. 
Receipts from operations... ----- 


9, 450, 084 
842, 682 


Net budget expenditures 


Distribution of net budget expenditures: 
Out of prior authorization (authorization to expend from 
debt receipts) - 


Out of balances of the fund_.--- . —4, 692, 598 


$842, 682 | 


91, 162, 992 | 


234, 615 | 


8, 607, 402 | 


| 
| 


\—— 





3 





Status of certain fund balances 


1957 


estimate 


$9, 426, 738 


30, 427, 585 | 


1958 estimate 


$35, 000, 000 
2, 605, 100 


1, 500, 000 


301, 250 
53, 500, 000 


108, 277, 150 


47, 852, 300 
123, 600 


47,§ 975, 900 
1, 500, 000 

301, 250 
53, 500, 000 


108, 277, 150 | 


92, 906, om 


48, aoa 





| #806, 10 48, 605, 100 
| 8, 871, 700 


301, 250 
35, 128, 300 


0 | 92, 906, 350 906, 350 


47, 975, 900 | 


9, 426, 7% 


88, 


549, 162 


000, 


34, 
4, 54 





1955 actual 


Cash with Treasury 
Budgetary authorization 


$157, 814 
102, 300, 000 | 


$4, 850, 412 
89, 000, 000 


93, 


457, g14 } 


Total unexpended balance... 102, 


850, 412 


Unexpended balance: = 
| 
i 
| 
{= 


Net obligations outstanding: 
Current lisbilities 
Obligations other than liabilities | 
Accounts receivable (—)- , 


1 


1, 849, 092 
61, 999, 743 
— 426, 008 


584, 885 | 
), 714, 420 | 


Net obligations outstanding- me ia 1, 294, 822 | 63, 422, 827 


Unobligated portion of certain fund balances. Pm 1 162, 902 , 30, 427, 585 


| 
| 


1956 actual 1957 estimate 


$301, 250 | 


55, 000, 000 
55, 301, 250 


10, 850, 822 
42, 951, 428 
—1, 000 


53, 801, 250 


1, 500, 000 





Mr. Preston. The committee will come to order. 


| 1958 estimate 


$301, 250 
- 000, 000 


44, 301, 250 


13, 455, 922 
21, 974, 628 
—1, 000 


35, 429, 550 


"8 871, 700 


The next item for the consideration of the committee is the St. 
Lawrence Seaway Development Corporation found on page 186 of 


the committee print. 


Every member, I believe, has a copy of the justification. 
We will insert in the record at this point pages 6 and 7 of the justi- 


fication. 
(The pages referred to follow:) 


We have a separate justification for this. 








848 


Condensed statement of income and —— and eannonannnd condition 


| 1 





























| 
Sa 1956 actual | 1957 estimate | 1958 estimate 
Inco hie 
xpense: “gdek eet Fiber Cite WEES 7 A 14 en's 
Administrative expenses- _— $239, 672 $306, 000 $410, 000 
Interest on revenue bonds (payable to T reasury) .. f 197, 317 2, 177, 460 8, 600, 000 
Total expense... ._-- siemens 436,989 | 2,483, 460 4, 010, 000 
Less expense charged to construction... pita 436, 989 2, 483, 460 4, 010, 000 
ewnbatbattidindd sale 
Net income for the year__. 
———> oO SSeS Eee 
Assets: | 
Cash..--- ‘ Sates 7 ; : 4, 850, 412 301, 250 301, 250 
Accounts receivable......_..--__- LS 426, 008 | 1,000 | 1,000 
Construction work in progress (net) _- ---| 12,786,212 62, 948, 572 115, 153, 672 
Total assets. gd2j5_8 SE | 18,071,632 | 63, 250, 822 115, 455, 922 
SSS_—S> _ SSS 
Liabilities: | 
Current liabilities_____.. ‘a ' 1,849,092 | 10,850,822 | 13, 455, 922 
Interest during construction—deferred 222,540 | 2,400,000 | _—_ 6,000, 000 
Total liabilities _ __ was ciate ; 2, 071, 632 13, 250, 822 19, 455, 922 
Interest-bearing investment of U. 8. Government: ne brs. ee ahs ct Bw Let dae 
from Treasury - ---- PeCUscpudsetises> 2 .-| 16,000,000 | 50,000, 000 | 96, 000, 000 
I ! | 


Budget guihorisations and receipts, eopencituves and balances 


a 
1956 actual 1957 estimate | 1958 estimate 
ES nS SS nouns — | 


BUDGET AUTHORIZATIONS AND RECEIPTS AVAILABLE 


New authorization to expend from debt _ wegen | 
additional borrowing authority - - _-- - ° wi Uist $35, 000, 000 


Reseipts from operations: Working capital credit- : $842, 682 $9, 426, 738 2, 605, 100 
Balance brought forward: | 

Unobligated: Authorization to borrow from Treasury | 91,162,992 | 30, 427, 585 | 1, 500, 000 
Oblivated: | 

Cash with Treasury. -.-_-..--.-..-- ; 157, 814 4, 850, 412 | 301, 250 

Authorization to expend from debt receipts - ; 11, 137, 008 58, 572, 415 53, 500, 000 

Total budget authorizations and receipts available "108, 300, 496 | 108, 277, 1 50 92, 906, 350 


| 


EXPENDITURES AND RALANCES | | 





Gross budget expenditures: 
I thine cciantsacdlh oisairirtiininn sailiigunienataiisin 9, 215, 469 | 47, 852, 300 | 48, 277, 200 





Unapplied cost._...._...........-- ; bake 234, 615 | 123, 600 327, 900 
Total gross budget expenditures... ___..._-_.- 9, 450, 084 47, 975, 900 48, 605, 100 


Balance carried forward: 








| | 

Unobligated: Authorization to expend from debt receipts.| 30, 427, 585 | 1, 500, 000 | 8, 871, 700 
Obligated: 

Cash with Treasury... _- | 4, 850, 412 | 301, 250 | 301, 250 

Authorization to expend from debt receipts. - 58, 572, 45 53, 500, 000 35, 128, 300 

Total expenditures and falances_.............-- | “108, 300, 496 103, 277, 150 92, 906, 350 

eS - aie 
RUDGET EXPENDITURES | 
Gross budget expenditures __..____.-_.__- eee 9, 450,084 | 47,975, 900 | 48, 605, 100 
Receipts from operations.......______-___- 2 842, 682 + 9, 426, 738 2, 605, 100 
Net budget expenditures____ : §& 607, 402 





. 549, 162 | MH, 000, 000 


Distribution of net budget expenditures— | | 

Out of prior authorization (authorization to ae from | | 
debt receipts)... .. 26a d4sineeninsis- ss ; ‘ 13, 300, 000 84, 000, 000 | 

Out of balances of the fund -_-_- — 4, 692, 598 4, 549, 162 |~ 





46, 000, 000 





Mr. Preston. We have with us again this morning the Adminis- 
trator, Mr. Lewis G. Castle. 

Mr. Castle, do you have a general statement that you would like 
to make at this time? 
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GENERAL STATEMENT 





Mr. Castxz.. Yes, sir; I have. To conserve your time, I would like 
to just brief it, if I may, and then turn it over to the committee re- 
porter for inclusion in the record. 

Mr. Preston. Very well. 
(The statement referred to follows :) 








FiscAL YEAR 1958 APPROPRIATION HEARINGS—GENERAL STATEMENT BY THE 
ADMINISTRATOR 








Mr. Chairman and members of this committee, I appreciate the opportunity 
to appear before you, together with other members of our staff, to bring you up 
to date on the status of the seaway project and to highlight the budgetary require- 
ments of the Corporation for the-fiseal year 1958. 

The St. Lawrence Seaway Development Corporation is charged with the re- 
sponsibility of constructing, operating, and maintaining the United States portion 
of the St. Lawrence seaway, which is being undertaken jointly by the Govern- 
ments of the United States and Canada. 

The Corporation is now in the process of constructing navigational improve- 
ments in United States territory within the 114-mile international section of 
the St. Lawrence River, extending from Lake Ontario downstream to St. Regis, 
N. Y. This seaway modernization program will increase the controlling channel 
depth in the upper St. Lawrence River from 14 feet to 27 feet. 

The navigational improvements being constructed by the United States include: 

(a) International Rapids section.—(1) Construction of the 10-mile Long Sault 
Canal with its 2 locks and appurtenant works near Massena, N. Y., (2) channel i] 
enlargement in the south channel around Cornwall Island, and (3) ancillary 
work, including installation of navigational aids in United States waters and 
construction of the superstructure of an international highway bridge across 
the south channel at Cornwall Island. 

(b) Thousand Islands section.—Channel enlargement: The navigational fa- 
cilities are scheduled for opening in the spring of 1959 to accommodate 27-foot 
draft vessels. In July 1958, it is planned to open the Long Sault Canal for 14 
foot draft vessels. This opening of the Long Sault Canal at that date is required 
as a result of raising the power pool which makes inoperative the present 
Canadian 14-foot canal in this area. A very tight and coordinated schedule of 
construction by the seaway and power entities is presently in effect. 





























FINANCING AND CONSTRUCTION COST ESTIMATE 





The Corporation, as.created by law, is a self-sustaining and self-liquidating 
undertaking. The Corporation is required to recover from toll revenues all 
costs of operating and maintaining the works under its administration, including 
depreciation, payment of interest on all obligations of the Corporation, payments 
in lieu of taxes, and repayment of the construction costs of the seaway within 
a period not to exceed 50 years. Public Law 358, 83d Congress, authorized the 
Corporation to issue to the Secretary of the Treasury revenue bonds payable 
from shipping toll revenues with the provision that, not to exceed $105 million 
shall be outstanding at any one time. As of February 28, 1957, the staus of 
the Corporation’s borrowing authority was as follows: 
















Total borrowing authority as per Public Law 358, 83d Cong________ $105, 000, 000 
Less : 
Expenditures through Feb. 28, 1957_...__..____ $40, 110, 793 
Balance of unearned construction and supply con- 
treet die aliens lites‘ bess 46, 212, 018 






86, 322, 811 











Unobligated borrowing authority____....._-..____._____ 18, 677, 189 


Commitments against the unobligated borrowing authority in the form of con- 
tract schedules to be awarded before June 30, 1957, including a reservation of 
Corporation costs, amount to $17,424,423. 

At February 28, 1957, the latest estimated construction costs of the United 
States seaway project, as prepared in December 1956 total $133 million, exclusive 
of interest during construction. The Corporation has requested in this 1958 
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budget, and in proposed legislation, an increase in, the borrowing authority of 
$35 million which will raise the limitation to $140 million, after allowing for 
$7 million as working capital and operating contingencies, and excluding inter- 
est during construction as an obligation against the borrowing authority. A 
detailed justification ‘explaining our request for an increase in the borrowing 
authority in the amount of $35 million has been previously furnished the Con- 
gress. This justification goes into considerable detail as to why the increased 
borrowing authority is required, and explains the purpose for which it will 
be utilized. 
CONSTRUCTION PROGRESS 


At February 28, 1957, the United States portion of the seaway was approxi- 
mately 30 percent complete. Essentially, all major operations are on schedule. 
Calendar year 1957 is expected to be a peak construction year. 

The Corporation has continued its general policy of having construction ac- 
complished by contract, after free and competitive bidding. Contracts have 
been awarded in an amount exceeding $77 million. 

Engineering design is approximately 90 percent complete. Out of 17,500,000 
cubic yards of overland excavation in the Long Sault Canal some 10 million 
cubic yards, or about 58 percent has been excavated. Mass concreting for the 
Eisenhower and Grasse River Locks is about 45 percent complete with approxi- 
mately 450,000 yards poured, out of a total of 1 million. 


CONSTRUCTION PROGRAM FOR FISCAL YEAR 1958 


The Corporation submitted, pursuant to the Government Corporation Control 
Act, its program of work estimated at $48,605,100 for fiscal year 1958. The fiscal 
year 1958 program will comprise mainly the continuation of dredging and con- 
struction of a canal, 2 locks, and navigation channels in the 46-mile International 
Rapids section of the Saint Lawrence River between Ogdensburg and Massena, 
and certain channel and related navigational works in the 68-mile Thousand 
Islands section between Lake Ontario and Ogdensburg. The amounts of the 
estimated program are to be applied to the following items’: 


TE i OR nen emer neneengeenee $799, TOO 
ee tg lator et ae Ae SE tab Slee a Aelia pai 19, 507, 900 
NN ee nn ne a ues 13, 158, 600 
Neen ene nn ne nn nc cs auceclemmm pareve 4, 592, 000 
Navigational aids and general purpose facilities__._..-.__._._._-- 7, 692, 100 
Engineering, supervision, administration, and other costs_.____._____- 2, 854, 800 

Total cost of work to be performed in fiscal year 1958________ 48, 605, 100 


At the end of fiscal year 1958, the project is scheduled to be 99 percent under 
contract, with 82 percent of the work actually performed. 


PERSONNEL STATUS AND RECRUITMENT FOR OPERATIONS 


As of December 31, 1956, the Corporation had 21 employees on the rolls charged 
to the administrative-expenses limitation, and 10 field employees engaged on 
engineering and inspection of the construction work. 

Our construction agent had 226 employees assigned on seaway work as of 
December 31, 1956, for which reimbursement is made from the funds of the 
Corporation. Prior to the winter slowdown of construction work, our construc- 
tion agent had 279 employees assigned to the work. Most of the construction, 
except for some dredging, will be completed in the 1958 working season. 

During fiscal year 1958 the Corporation plans to recruit additional personnel 
sufficient to operate the seaway commencing in July 1958. The seaway will 
be operated 24 hours a day, 7 days a week, during the 8-month navigation season. 
Most of the operating work and certain of the administrative work will require 
manning on a continuous basis. It will require the equivalent of five employees 
to fill each post on a continuous basis. 

It is planned to increase the operating forces to 138 personnel at the end of 
fiscal year 1958. Most of the recruitment will be accomplished in the last 
quarter of fiscal year 1958. 

After the completion of the seaway, the employees of the construction agent 
now assigned to the construction work of the seaway will no longer be required. 
The total of the operating forces of the seaway will amount to fewer employees 
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than are presently assigned during the construction phase. This will result 
in a decrease of total employment on seaway work after the seaway is open for 
trafiic. 


ADMINISTRATIVE EXPENSES FOR FISCAL YEAR 1958 


The Corporation has submitted a request for administrative expenses for 
fiscal year 1958 in the amount of $410,000. This includes general administra- 
tion, supervision, and direction of all activites of the Corporation, as well as 
carrying on negotiations with the other seaway-power entities involved in the 
St. Lawrence River development program. This covers the cost of overall plan- 
ning, scheduling of construction work, toll studies, financing, and other problems 
relating to this international undertaking. Expenses of the staffs of the Admin- 
istrator, Deputy Administrator, Comptroller-Treasurer, Chief Engineer, legal 
counsel, administrative officer, and the information officer are charged to the 
administrative-expenses limitation. 

The staff is small at the present time, and the number assigned to the adminis- 
trative work will remain small until the Corporation mobilizes for operations in 
July 1958. Our administrative budget request. proposes 49 positions to be oecu- 
pied at the end of fiscal year 1958. 

The administrative expenses of the Corporation must be included as a part 
of the cost of the seaway, and the amounts recovered from tolls. This differs 
from other public-works projects financed from appropriated funds which do not 
require the inclusion of administrative expenses in the cost of the project. 

In addition, the Corporation is required to pay certain expenses from its 
own funds, which is not the case for agencies financed from appropriated funds. 
Examples of such are rentals of space in Government-owned or leased buildings, 
and audits by the General Accounting Office. 

Some additional travel will be required as a result of accelerated construction 
program, engineering coordination with Canada and the work of the Tolls 
Committee. In addition, funds for transportation expenses will be required to 
move the office and household effects of the employees to Massena, N. Y., during 
fiscal year 1958. Funds were made available for the move to Massena during 
fiscal year 1957; however, the Operations Building will not be ready until the 
latter half of fiscal year 1958. As a result, a self-imposed budgeted saving has 
been made to prevent expenditure of these funds for other purposes during fiscal 
year 1957. 

In line with its basic responsibilities and legal requirements to pay certain 
costs, the Corporation feels justified in asking for $410,000 for administrative 
expenses during fiscal year 1958. 


PROGRESS ON TOLLS STUDIES 


One of the principal policy decisions this Corporation will make involves the 
establishment of tolls and rates. The Tolls Committees of the respective seaway 
entities are accelerating their studies with the objective of establishing a reason- 
able toll charge for the use of the seaway to assure its economic value, and at the 
same time recover the cost of the entire project, During the past year there 
have been several meetings between the Tolls Committees which have dealt with 
the character and volume of future traffic, and the various other considerations 
that enter into the determination of the tolls and disposition thereof. 

It is anticipated that these studies will be completed in 1958, and that the toll 
rates will be agreed upon between the United States and Canadian seaway en- 
tities, including the method of assessment, collection, and distribution of the 
tolls. 

CONCLUSION 


This completes my prepared statement. I will be glad to go over any specific 
items and estimates, and answer whatever questions members of this committee 
might have. I can assure you that the Corporation will continue to make every 
effort to accomplish its assigned work with dispatch, and in the most efficient 
and economical manner possible. The Corporation is anxious to keep costs down 
because all costs incurred must again be justified to the users of the seaway. 


Mr. Preston. You may proceed, Mr. Castle. 

Mr: Castiz. Do you understand who these gentlemen are? This 
is Mr. Harrill, gentlemen, our Assistant Administrator and Comp- 
troller-Treasurer. 





This is Mr. Stellar, our Chief Engineer; this is Mr. Jose, our 
Deputy rn on the right of the reporter, and this is General 
Holle, special assistant to the Chief of Engineers. 

Mr. Preston. Thank you very much, sir. 

Mr. Castix. Mr. Chairman, I appreciate this opportunity again to 
appear before you, together with other members of our staff, to bring 
you up to date on the status of the seaway project and to highlight 
the budgetary requirements of the Corporation for the fiscal year 1958, 

We are charged with the responsibility of constructing, operating, 
and maintaining the United States portion of the St. Lawrence sea- 
way, Which is being undertaken jointly by the Governments of the 
United States and Canada. 

Now, the Corporation, as created by law, is a self-sustaining and 
self-liquidating undertaking. The Corporation is required to recover 
from its toll revenues all costs of operating and maintaining the 
works under its administration, including depreciation, payment of 
interest. on all obligations of the Corporation, payments in lieu of 
taxes and repayment of construction costs of the seaway within a 
period not to exceed 50 years. 

Public Law 358 of the 83d Congress authorized the Corporation to 
issue to the Secretary of the Treasury revenue bonds payable from 
shipping toll revenues with the provision that not to exceed $105 
million shall be outstanding at any one time. 


INCREASE IN BORROWING AUTHORITY 


As of February 28, 1957, the latest estimated construction cost of 


the seaway Peepers as prepared in December 1956, totaled $133 million 


exclusive of interest during construction. 

The Corporation has requested in this 1958 budget and in proposed 
Jegislation an increase in the borrowing authority of $35 million which 
will raise the limitation to $140 million after allowing for $7 million 
as a working capital and operating contingency, and excluding in- 
terest during construction as an obligation against the borrowing 
authority. A detailed justification explaining our request for an 
increase in our authority for borrowing in the amount of $35 million 
has been previously furnished the Congress. This justification goes 
into considerable detail as to why the increased borrowing authority 
is required, and explains the purpose for which it will be utilized. 


PERSONNEL 


Now, as of December 31, 1956, the Corporation had 21 employees 
on the rolls charged to the administrative expenses limitation, and 10 
field employees engaged on engineering and inspection of the con- 
struction work. 

Our construction agent had 226 employees assigned on seaway work 
as of December 31, 1956, for which reimbursement is made from the 
funds of the Corporation. 

Most of the construction, except for some dredging, will be com- 
pleted in the 1958 working season. 

During fiscal year 1958 the Corporation plans to recruit additional 
personnel sufficient to operate the seaway commencing in July 1958. 
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The seaway will be operated 24 hours a day, 7 days a week, during the 
8-month navigation season. Most of the operating work and certain 
of the administrative work will require manning on a continuous basis. 
It will require the equivalent of five employees to fill each post on a 
continuous basis. 

It is planned to increase the operating forces to 138 personnel at the 
end of fiscal year 1958. 

After the completion of the seaway, the employees of the construc- 
tion agent, United States Corps of Engineers, now assigned to the 
construction work of the seaway will no longer be required. The 
total of the operating forces of the seaway will amount to less em- 
ployees than are presently assigned during the construction phase. 
This will result in a decrease of total eas on seaway work 
after the seaway is open for traffic. 


ADMINISTRATIVE EXPENSES 


The Corporation has submitted a request for administrative ex- 
penses for fiscal year 1958 in the amount of $410,000. This includes 
general administration, supervision and direction of all activities of 
the Corporation. 

The staff is small at the present time, and the number assigned to 
the administrative work will remain small until the Corporation 
mobilizes for operations July 1958. 

Our administrative budget request proposes 49 positions to be oecu- 
pied at the end of fiscal year 1958. 

The administrative expenses of the Corporation must be included 
as a part.of the cost of the seaway, and the amounts recovered from 
tolls. 

This differs from other public works projects financed from ap- 
propriated funds which do not require the inclusion of administra- 
tive expenses in the cost of the projects. 

Some additional travel will be required as a result of accelerated 
construction program, engineering coordination with Canada, and the 
work of the tolls committee. In addition, funds for transportation ex- 
penses will be required to move the office and household effects of em- 
ployees to Massena, N. Y., during fiscal 1958. 

Funds were made available for the move to Massena during fiscal 
year 1957; however, the operations building will not be ready until 
the latter half of fiscal year 1958. Asa result, a self-imposed budgeted 
saving has been made to prevent expenditure of these Pend for other 
purposes during this fiscal year 1957. 

The Corporation, therefore, feels justified in asking for $410,000 for 
administrative expenses during fiscal year 1958. 


ESTABLISHMENT OF TOLLS AND RATES 


One of the principal policy decisions this Corporation will make 
involves the establishment of tools and rates, During the past year 
there have been several meetings between the tolls committees which 
have dealt with the character and volume of future traffic, and the 
various other considerations that enter into the determination of tolls 
and disposition thereof. 

It is anticipated that these tolls studies will be completed in 1958 
and that the toll rates will be agreed upon between the United States 
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and the Canadian seaway entities, including the method of assess- 
ment, collection, and distribution of the tolls. 

That completes my prepared statement, Mr. Chairman. I can assure 
you that the Corporation will continue to make every effort to accom- 
plish its assigned work with dispatch, and in the most efficient and 
economical manner possible. The Corporation is anxious to keep 
costs down because all costs incurred must again be justified to the 
users of the seaway. 

Mr. Chairman, our Comptroller has some charts here that might 
be of value to you before start your questioning unless you have some 
other procedure in mind. 

Mr. Preston. How many charts do you have? 

Mr. Harriixu. There are three of them, Mr. Chairman, which we 
desire to present to the committee. 

Mr. Preston. We shall look at the charts before beginning the 
general questioning. If the charts provoke questions, we will have to 
defer ets Are the charts of such a nature that they will be expla- 
nator 

Me Hidde. I think they will be very helpful to you, sir. 

The first chart illustrates the status of the borrowing authority and 
the status of the work of the seaway. 

The borrowing authority required, as Mr. Castle has indicated, is 
$140 million. 


EXTENT OF WORK ON THE ST. LAWRENCE 


_ ‘The work on the St. Lawrence extends for 114 miles and it is divided 
into three sections of work, the Thousand Islands section, the 10-mile 
Long-Sault Canal section, and the Cornwall Island section, and the 
other general purpose facilities which relate to all. 

In the Thousand Islands section the work consists of acquiring land 
and dredging. The dredging is in rock. It is very expensive work 
and is estimated to cost $10 million. 

cer the end of the budget year this section will be 63 percent com- 

ete. 
y The Long-Sault Canal section is estimated to have a construction 
cost of $80 million. Thirty-seven percent of the work was completed 
in December 1956. As of the end of the budget year 1958, the work 
in the Long-Sault Canal will be 95 percent complete. The work in 
this section consists of 2 locks, a 10-mile canal, the relocation of some 
transmissions lines or powerlines, and other related facilities. 

The next section is the Cornwall Island section. The work there 
consists of dredging and building a high-level bridge with Canada 
across the south channel of the St. Lawrence River. There is also a 
training dike designed to deflect the current to the approach to the 
Grasse River lock. The work in this section is estimated to cost $24 
million. At the end of the budget year it. will be 62 percent complete. 

The other requirements are needed for general purpose facilities 
such as aids to navigation up and down the seaway, operational facili- 
ties, shops, floating plant, and equipment. 

Of course, our distributive costs which are made up of engineering 
and design work, supervision and construction, and the administra- 
tive expense, as well as the operation and maintenance expenses dur- 
ing mobilization, are estimated at $8 million. 
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The balance is working capital which is required to finance the 
Corporation during the first year or two of operations and to provide 
a contingency in case of an emergency of any type. 


CONSTRUCTION PROGRAM BY ACTIVITIES 


The next chart that we have is our construction program by activi- 
ties. Here [indicating] you can see the different types of structures 
that are being erected. 

The first item is “Land, land rights and relocations.” This amounts 
to approximately $5 million. That activity will be 98 percent com- 
plete at the end of the budget year. 

The two locks which are being built will cost approximately $55 
million. That work will be 99 percent complete, at the end of the 
budget year 1958. 

The canals and channels which will cost $36 million will be 66 per- 
cent complete on July 1, 1958. The roads and bridges will be 80 per- 
cent complete at the end of the budget year. 

The navigation aids and related facilities will be 29 percent com- 
plete and the permanent buildings will be 61 percent complete. The 
others, engineering and designing, will be 99 percent complete, and 
supervision and inspections will be 84 percent complete. 

Of course, our interest during construction will accrue as the work 
progresses. 

PROGRESS OF WORK 


The third chart that I have indicates the progress to date, and what 
is tocome. You will notice that at the beginning of the construction 
bare very little was spent. Those funds at that time were used for 

rawing specifications, engineering work, and design. Except for 
some contracts for excavation the real work did not get underway 
until about June 30, 1956. 

You can see from this chart that the program will build up con- 
stantly until it is completed. At the end of the fiscal year 1957 it is 
expected to be 44 percent complete. At the end of the fiscal year 
1958 it will be 81 percent completed. That is the time the seaway and 
locks will have to be completed, because the power reservoir will be 
fidoded and the present 14-foot canal ships that are going through 
on the Canadian side will have to come through on the American side. 

From July 1, 1958, until April 30, 1959, when the seaway is estimated 
to be opened to 14-foot traffic, the rest of our work is scheduled to be 
accomplished. In April 1959 the seaway will be open to 27-foot traffic, 
That is the status of our construction program, gentlemen. 


INOREASING COST OF SEAWAY 


Mr. Preston. Mr. Castle, last year in your justifications you stated 
that the cost of the seaway was estimated to be $87 million, with $18 
million of the $105 million authorization not anticipated to be needed 
as a result of the deferment of certain works in the United. States 
portion of the seaway. 

Why do you require this increase in borrowing power over and 
beyond the $87 million that you said last year would be needed ? 
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Mr. Castie. Well, we discovered as we progressed with this work 
and as the tests and the studies were made by the people involved in 
the engineering and design that there were a great many things 
that were not anticipated that had to be installed in order to develop 
proper navigation facilities, 

We found out also that the bids we received, after the initial 
bidding which was quite favorable, were very high bids, due to con- 
ditions up there, particularly on our locks. Those 2 locks cost over 
$50 million and our estimate was much lower than that. 

The Bureau of the Budget and the Comptroller General both felt 
that we should assume the cost of navigation aids which would come 
to some $2 or $3 million. 

The further studies on design indicated we had to put in some 
restraining dikes, or what I call “deflecting dikes,” from the shore at 
Massena Point to deflect the current over to Cornwall Island. 

Unexpected expenditures of that kind have changed the whole cost 
picture very materially. The most major thing that happened was 
that we had inherited the understanding that the power authorities 
were going to do all the dredging in the north and south channels of 
Cornwall Island. That entailed an estimated cost of about $24 million 
worth of work. The power people felt that this understanding was 
not the interpretation of the language of the license which they re- 
ceived and we battled it out for about a year and a half, and finally, 
because time was running out on us, we had to compromise, and we 
took it on a compromise basis of $6 million apiece. The power entities 
agreed to give us $12 million toward this cost. 


~The bids received on that were substantially over the $24 million 

estimated cost. We have suffered that sort of an experience, which is 

very disappointing, but we are half wat through the work and its 
it 


plans and we have to provide these facilities to meet our agreement 


with the joint venture with Canada. 


MANAGEMENT OF SEAWAY 


Mr. Preston. What does this reflect, Mr. Castle, improper manage- 
ment for the whole project? 

Mr. Castix. I do not point any finger of criticism at anybody, Mr. 
Chairman. When you try to architect a thing in these days of infla- 
tion, you cannot anticipate in 1952 what might be needed in 1956. 

I rather think that there are a good many things in the original 
architecture of this plan that were innocently—certainly not mali- 
ciously—omitted. It has been a very unfortunate thing. We in- 
herited it and have to live with it the best we can. 

Mr. Preston. The odd thing about it is that we find this to be true 
in nearly every project that the United States Government under- 
takes. I can think of very few projects of any nature that came out 
within the estimate originally established. This is a terrific increase 
over what you first said, just as late as last year, $87 million. 

What is your rock-bottom estimate now on what it is going to cost 
to complete? 

Mr. Caste. $133 million. 

Mr. Preston. That is $46 million over the figure you gave us 12 
months ago. 
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Mr. Castrie:; Yes. That is over the $86 million, but we have de- 
ferred—to get this accurate—we deferred the Point Rockway, which 
reduced that $88 million figure down to $67 million. 

Mr. Yates. I did not understand that answer. 

Mr. Caste. The original estimate, Mr. Congressman, was $88 mil- 
lion for the actual cost. Then it left the differential between $88 
million and’ $105 million, which is our borrowing limitation for 
contingencies, interest, et cetera. 

We deferred the construction of Point Rockway, which brings it 
down toa figure of $67 million; is that correct ? 

Mr. Harri. That is correct. 

Mr. Preston. $18 million off of $87 million ? 

Mr. Caste. $21 million off of $87 million leaves $66 million. 

Mr. Preston. [ am using your figures of last year. 

Mr. Casrix. What does it say ? 


SEAWAY ESTIMATE INCREASE 


Mr. Preston. The cost of the seaway is estimated to be $87 million, 
with $18 million of the $105 million authorized not anticipated to be 
needed as a result of deferment of certain works in the United 
States portion of the seaway. Are those figures accurate? 

Mr. Castie. I do not know how to answer the question. 

Mr. Preston. $18 million off of $87 million leaves $69 million. 

Mr. Castte. I thought it was $67 million. The difference may have 
been $18 million. 

Mr. Preston. Your total figure is now $133 million ? 

Mr. Castie. We are asking for a limitation of $140 million. The 
construction will be $133 million. 

Mr. Preston. We will take $18 million deferred work off of that. 
Would that be proper / 

Mr. Castrie. You can do it one way. Take the $18 million off the 
$88 million. 

Mr. Preston. Off of the $87 million? 

Mr. Castie. Off the $87 million. 

Mr. Preston. That would be $69 million. 

Mr. Castie. The difference between $69 million and $133 million is 
the increase. 

Mr. Preston. In other words, the $133 million is the figure, not 
including the $18 million; is that right? 

Mr. Castix. That is right. 

Mr. Preston. It is an increase of $64 million ? 

Mr. Castie. That is about right. 

Mr. Preston. Over what we were talking about 12 months ago. 

Mr. Yares. 100 percent. 

Mr. Castie. I do not know how far we came 12 months ago in sub- 
mitting our costs. 

Mr. Preston. I am talking about the justifications you submitted 
to the committee 12 months ago. 

Mr. Harrity. That is right, if you are talking about 1 year ago 
when we submitted the budget. The first figure Mr. Castle referred 
to was the figure in the 1952 estimates, which included work at Point 
Rockway. 

Our budget last year had deleted Point Rockway. 
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Mr. Preston. Was that the $18 million you referred to? 

Mr. Harri. $18 million, or $21 million. The $21 million is for 
Point Rockway. 

Mr. Joss. $18 million or $21 million, Mr. Chairman? 

Mr. Preston. We had them both. I do not know. 

Mr. Yares. If you read the hearings, it says they were going to have 
another $18 million on hand that they might want for contingencies. 
There was no mention of Point Rockne at all in the hearings last 

ear. 
j Mr. Harri. We brought that question up about Point Rockway 
year before last when we asked for our program approval. It was 
deferred 2 years ago. It has been out of our budget estimate since 
that time. 

Mr. Preston. I think, in order that we know what we are domg 
here, that you should provide for the record an itemized statement, 
showing just where the $64 million comes in, what it is composed of 
specifically, item by item, over what you were telling us 12 months 
ago. 

Mr. Castix. We have it here. 

Mr. Harritu. We have two statements for that purpose. 

Mr. Preston. Do you have such a statement now? 

Mr. Castix. Yes. 

Mr. Preston. The committee would like to see it. 

Mr. Harri. This is the original. We have the audit report which 
contains this also. 

Mr. Preston. In this connection, let us ask this question at this 
point: Is this increase in cost in any way due to the change in par- 
ticipation by Canada? 

Mr. Castie. No. 

Mr. Preston. We will insert this for the record. 

(The information requested is a follows :) 
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St. LAwREence:Spaway PROJECT 


Comparative cost estimates—St. Lawrence Seaway Development Corporation’s 








































































portion 
Estimated Estimate 
total cost shown in Latest 
June 1953, fiscal year estimate, 
Work sites and features based on 1957 budget, | September 
December September 1956 
1952 cost 1955 
levels 
Thousand Islands work site: 
tl itl is tine pimp lief pn nt (@) $156, 000 $59, 500 
CMGle so o5c5 ili. io aig eis. isa i () 1, 553, 000 9, 810, 000 
Engineering and design... ...._.... a iaieovil () 178, 000 350, 000 
Total, Thousand Islands work site_........4.--..--..-- $1, 766, 000 1, 887, 000 10, 219, 500 
Point Roekway work site._............_....-....------..2s.1.} 21,250,000 () (2) 
Long Sault Canal work site: 4 
I i a ht oe be die eens eile () 973, 000 832, 600 
Nene TTT ee cece ne vaneunrnaaian () 9, 697, 800 375, 000 
Locks: 
Dwight D. Eisenhower. ...___- =nisip tachi ana (1) 20, 778, 500 23, 027,900 
Gress River. .32..........-- Lahdte icin ddbae gia () 20, 924, 900 31, 917, 200 
I nc aeebcidemiusie diapers ss 654, 800 3, 041, 900 
— eee ge tn alias son arcane ee 1) 9, 192, 600 12, 251, 500 
Levee: Daddiieiddw’d deen <n444-de~acrcaias Mecaeree Q) 5, 700 13, 400 
Pubite tise nr ee ee, ee ee (4) 110, 000 173, 800 
Buildings, grounds, and utilities. .....-.. 220-2.) .0 202. 4 (4) 1, 283, 800 2, 513, 100 
Permanent operating equipment... »jettitiedine inated @) 2, 423, 600 3, 017, 500 
Engineering and design........_...--- 2.22.22 e eel. ()) 2, 348, 200 2, 800, 600 
Total, Long Sault Canal work site_.._...-.---_.-__-_. Z 64, 370, 000 68, 392, 900 79, 964, 500 
Cornwall Island worksite: > ; 
Lands and damages.____ Milli. SITS, SS. 60, 000 3, 293, 500 
A 4, 960, 000 
amrels dhl a 2, 158,000 14, 560, 000 
Bugineering and design_....-...........__..---.. psa 102, 000 935, 800 
Total, Cornwall Island work site __.- ore intietnlibes @) 2, 320, 000, 24, 149, 300 
General purpose facilities and equipment: ia 
Lands and damages____ a einai - . pecan 60, 000 
Navigation aids and related facilities... .... 2... -113---. 1) 3, 000, 000 3, 000, 000 
Buildings, grounds, and utilities__............-..--.---~.. 1) 2, 079, 400 3,077, 200 
Permanent operating equipment re administra- 
tive facilities) __.......-.---+.-.-. {4ane beineanh—4< (1) 1, 680, 700 3, 459, 400 
Engineering and design._..________ eincnieneataier denen ( 229, 900 316, 200 
Total general-purpose facilities and equipment_______- 204, 000 6, 990, 000 9, 912, 800 
ei i a tes fe mn 475, 000 ®  & 
Distributive costs: pr i y Pe irae Ys 
Supervision and inspeetion, and administrative expenses__ 4 7, 410, 100 7, 221, 200 
Construction facilities, and operation and maintenance of 
construction facilities...i----.-. ok ON i oats ee Sa | 632, 700 
Operation and maintenance during construction... ..__...- (4) earetoashenel 900, 000 
Total distributive costs... ..- ; Gi ddl seins eerie (4) Dy ae 410, 100 8, 753, 900 
Total construction cost payable from revenue bonds, exclusive 3 UR Sy ene 
of interest __ Ra Shean dant ene anal 88, 074, 000 87, 000, 000 | 133, 000, 000 
Interest during construction period...-_- Sh 44m SSUES —_ 7, 927, 000 (3) 10, 000, 000 
Total cost to be recovered from tolls. .-.........-.......| 96,001,000 87,000,000 | 143, 000,000 
Corporation working capital requirements-.-.....---..-..---- 8, 999, 000 @) 7, 000, 000 
tee tEk. od ohcekin nnn )-oaat~d | 105,000,000} @) | 150, 000, 000 





) Detail not available. 
2 Deferred. 

§Not indluded. 

‘ Shown in work sites. 
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DREDGING OF POWER AREA 


Mr. Preston. In connection with the increase, how much do you 
attribute to the dredging of the power area ? 

Mr. Castie. That is still to be determined in its final amount. It 
will be around $18 million to $20 million. 

Mr. Preston. That is something unexpected that you have assumed 
responsibility for 

Mr. Castix. That is right. 

Mr. Preston. $18 million to $20 million for power. 

Mr. Castip. Let me check that. That is before deducting the con- 
tribution of the $12 million. It is$8 million more. 

General Hoxie. $12 million more. 

Mr. Preston. $12 million of United States costs ? 

General Hotie. That is right. 

Mr. Preston. The power is a joint enterprise ? 

Mr. Castie. That is right. 

Mr. Preston. There is $12 million unexpected, due to your compro- 
mise on the power question / 

Mr. Castte. That is right. 

Mr. Preston. Prior to entering into this agreement, did you have a 
firm arrangement whereby you would not have to pay this $12 million 
and the power interests would bear this portion of the construction / 

Mr. Castixe. There is some ambiguity in the law, I might have 
General Holle speak on this when I get through, but they were to doa 
certain amount of dredging, in order to get a water level, which would 
take the water away from their powerhouse dam. They said that the 
refinements that we wanted to install did not justfy them spending 
their own money for it, because all they wanted to do was to dig a 
channel down the river to take the water away. 

We wanted a channel of width and depth to handle our shipping. 
There was an honest difference of opinion. We could not go to court 
about it because we were part way through with our project and it 
seemed to be the better part of wisdom to compromise it, as we did. 

That is the reason that we settled the arrangement, by merely pro- 
ceeding to a compromise. 

Mr. Preston. Do you want General Holle to speak to that ? 

Mr. Castie. Do you have any comment to make, General? 

Mr. Preston. It is a pleasure to have General Holle with us this 
morning. I have known him for a long time. He served as division 
State engineer for the State of Georgia. I personally have a very 
high regard for him. 

General Horie. Mr. Castle has covered it very briefly. I am sure 
you gentlemen understand the general presentation of this project over 
the years has classified the work under three categories: solely for 
navigation, solely for power, and jointly for navigation and power. 

In the presentation of the two Governments to the International 
Joint Commission, in the order of approval issued by the Interna- 
tional Joint Commission in October of 1952, and the application of 
the Power Authority of the State of New York to the Federal Power 
Commission, and in the license issued by the Federal Power Commis- 
sion, in all of those documents it appeared that the power entities 
would be required to do all of the work that was indicated on the 
drawing for both power and jointly for power and navigation. 
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There were three types of dredging indicated on the map, namely, 
immediately below the powerhouse—the powerhouse is the brown line 
across there [indicating |—and some dredging on the North Cornwall 
Channel and in the South Cornwall Channel. 

I will digress for a moment to point out that the treaty of 1909 does 
require that, in any work, the distribution of flows and height of water 
must remain undisturbed. There is dredging required, then in those 
three places very generally for the purposes of reducing the tail-water 
elevation below the powerhouse. 

The power entities—power entities being the Power Authority of 
the State of New York and the Hydro-Electric Power Commission of 
Ontario—held the view that the only complete dredging they were 
obligated to do was that immediately below the powerhouse, and that 
the dredging in the two channels, north channel and south channel of 
Cornwall Island, was not necessary in total for this reduction of tail- 
water elevation. 

Therefore, they presented that it should be a joint responsibility. 
As Mr. Castle said, after a year and a half or 2 years of negotiation be- 
tween all the people concerned, including the Joint Board of Engi- 
neers—which 1s the agency of the two Governments charged with 
supervising the power interests—and finally discussions on a govern- 
mental level between the United States and Canada, it was decided 
that the seaway entities would negotiate with the power entities for 
an equitable settlement on division of cost and that division that Mr. 
Casle mentioned was, you might say, a four-way matter, one quarter 
for each of the 4 entities, on the assumption that the cost would be $24 
million. 

Mr. Preston. Is Canada bearing its share? 

General Hote. Yes, sir. 

Mr. Preston. What does the basic law say about this dredging be- 
low the dam? There is some reference to it in the law; is there not? 

General Hotue. By the basic law you mean—— 

Mr. Presron. The authorizing act. 

General Houie. The authorizing act. That authorizing act says 
that the corporation will expend its funds for those items indicated as 
solely for navigation. 

Mr. Castie. It seems to me, from an examination of it, probably 
the amount we are expending, was considered first as a power respon- 
sibility. However, the United States section of the joint board con- 
tended that there was probably room for debate, but something had to 
be done in order to complete this entire project on our target date, and 
compromising would be the better part of wisdom. 


DREDGING AS RELATED TO POWER INTERESTS 


Mr. Preston. Is the dredging related solely to power? 

Mr. Castie. No. 

Mr. Yates. This aspect of it is. 

Mr. Castite. You would have to have dredging in order to have 
navigation. 

Mr. Preston. I understand that as a general proposition. I am 
talking about this item of $12 million of additional expense. If you 
did not contemplate spending of any money for dredging in that area, 
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why is it necessary to dredge now, if navigation was not involved 
initially ? 

Mr. Casrix. It was involved, but the power people were to per- 
form it. 

Mr. Preston. And was that in a written agreement ? 

Mr. Castitx. That was the understanding that we had from the 
license which was issued to the power authorities of the State of New 
York; is that correct? 

General Hote. Yes, sir. 

Mr. Preston. And the cost of the dredging of this area was included 
in the determination of the regulatory bodies for the issuance of a 
license ? 

Mr. Castiz. Yes. 

Mr. Preston. And were rates considered at that time? 

Mr. Castiz. I do not know about the power rates. I suppose that 
was a part of their rate program. I presume that was included in 
their rate study. All their. costs were included as a basis of their 
rates, as our costs are included as a basis of our tolls. 


TOTAL DOLLAR AMOUNT FOR DREDGING AT CORNWALL ISLAND 


Mr. Preston. In order to get this straight dollarwise, what. is the 
total amount of money iiivokved in the dredging of these areas we 
are talking about now on either side of Cornwall Island? 

Mr. Castix. We do not know exactly what they are going to cost 
up there in the north part. That is the Canadian feature of it. We 
received bids that are way beyond our Government estimates in the 
southern part, and as I said a moment ago, our fixed costs are. not 
determined yet, because we are endeavoring to get a change in our 
whole program of division of dredging work in the south channel with 
the various American contractors. 

We did not get bids on our first advertisement for bids on dredging. 
We got an offer to negotiate a bid from one firm. We readvertised 
and we got 3 bids, or 2 bids, for 2 parts of it, and 6 bids for another 
part. Now we are still endeavoring to solve this dredging program. 
‘We are meeting in Chicago today, in fact, after a week of negotiating 
with American contractors, to try to determine what our costs are 

oing to be. I think they will be down here tomorrow to report to 
General Holle and myself as to their findings. 

What the exact costs are going to be, we do not know, but we are 
very hopeful they are going to be within our budget limitation. 

Mr. x. How did you arrive at the figure of $12 million? 
What figure did you start with before you finished up with $12 
million ? 

Mr. Caste. $24 million. 

Mr. Preston. That is the estimated cost of the work? 

Mr. Castix. That is right, as estimated at the time. 

Mr. Yates. This was to be borne by the power companies? 

Mr. Castie. That was the work that was to be borne by them. 

Mr. Yares. And nothing to be paid by the American Government ? 

Mr. Casttz. That is right. 

Mr. Preston. You compromised by agreeing to do half of it, and 
the Canadians agreed to do half? 

Mr. Castir. That is right. 
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Mr. Preston. Is that $12 million to be divided between the Cana- 
dians and Americans ? 

Mr. Castix. Yes; $6 million each. The Power Commission of 
Ontario and the Power Authority of New York State each bear that 
amount. 

Mr. Preston. Actually, $6 million of this new figure of $133 million 
embraces that work adjacent to the Cornwall Island ? 

Mr. Castix. Yes. In the justification you will find on the first 
page the 3 items that bring up the $66 million increase. One item I 
forgot to mention before was our escalation of cost. That is nearly 
$20 million ; $19,225,000, 3 figures from the bottom of the page. 

Our basic design changes and the items added come to pretty nearly 
$47 million. Those are broken down later on. 

Mr. Harritz. They are itemized in the back. 


JUSTIFICATION FOR INCREASE IN BORROWING AUTHORITY 


Mr. Preston. We would like to insert in the record at this point 
pages 1 and 2 of this amended justification. That is what this is, I 
suppose, is it not? 

Mr. Castix. That is right. 

(The justifications referred to follow :) 


JUSTIFICATION FOR INCREASE IN BORROWING AUTHORITY OF THE St. LAWRENCE 
SEAWAY DEVELOPMENT CORPORATION 


Corps of Engineers estimates presented to the House Committee on Public 
Works in June 1953 forecast that the United States Government’s share of the 
seaway construction cost for navigation facilities would be $88,074,000 in terms 
of December 1952 cost levels. The limitation on the Corporation’s borrowing 
authority was made up of the following items: 


Construction cost $88, 074, 000 
Interest during construction 7, 927, 000 
Corporation working capital (which the committee reports indicated 

earried some cushion for rising costs) 8, 999, 000 


Total 105, 000, 000 


The St. Lawrence Seaway Development Corporation is requesting an increase 
in its borrowing authority of $35 million which will raise the limitation to 
$140 million. The necessity for this increase is explained in detail in the 
attached exhibit and summarized in terms of dollars as follows: 


(a) Change in construction cost estimate, exclusive of interest charges and the 
provision for working capital 


Estimates as presented to the Committee on Public Works in June 
i a a ceed te be iain onthe gape malia Seneca aie menage eee ._ $88, 074, 000 
Less Point Rockway cost on which construction has been deferred__._ 21, 259, 000 


66, 815, 000 
Additions to costs: Price escalation to July 1, 1957___. $19, 255, 000 
Basic planning and design changes_____-_.__-__._._.__.-.. 10, 234, 000 
Construction items added _...--. 36, 696, 000 
— —— 66,185, 000 


New construction cost estimate____- : _ 183, 000, 000 
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(b) Working capital requirements 


Requirements as shown in the committee report__-_ $8, 999, 000 
Jopua-eeteneno. 3-26 was) ot a ee ea bei aie 1, 999, 000 
Revised working capital requirements____..__.___._____---_-- $7, 000, 000 


Total borrowing authority required, exclusive of interest 
Guritig COMSsrmNmaen 1G soi Os lois fos ku 140, 000, 000 


The difference of $35 million between the present borrowing authority of $105 
million and the proposed borrowing authority of $140 million is made up of the 
following items: 


(a) Net additions to the construction cost of the seaway : 


Changed and added items_.___--.__-_------- $66, 185, 000 
Deferred items _.___--__-_- it aa ill ican Rl ata Mi —21, 259, 000 


aepeeaee tienes OO SL 
(6) Less: 


Deferral of interest charges during construc- 


ON aa te tate Holes patho obese ape Me a — $7, 927, 000 
Decrease in working capital requirements__-__ 1, 000, 000 
—_———————_ 9, 926, 000 
Net increase in borrowing authority_-__-___-______ ae 35, 000, 000 


LNCREASED COSTS DUE TO BASIC PLANNING AND DESIGN CHANGES 


Mr. Castie. On pages 12 and 13 you will find under “Explanation 
of increased costs due to basic planning and design changes,” the 
amount due to price escalation on page 13, and the amount due to 
added items on pages 14 and 15. 

Mr. Preston. I think we had better include in the record all those 
pages 11 through 15. 

Mr. Castie. That is right. 

(The amended justifications referred to follow :) 


Explanation of the increase in seaway cost estimate 
{In thousands] 


j 








| Total | | 
| Basic project | Total 
Basic | Deferred | planning after Price es-| Added | estimate, 
| estimate, | and |; and |planning| calation | items, Decem- 
Work program | Decem- | revised | design | and toJuly | 1956 ber 1956 
| ber 1952 | items | changes, design 1957 | prices | prices 
prices 1952 changes, | 
prices | 1952 | 
| | | | prices | 
atsintes | Ajameved - — 
| | | 
Lands and damages : $475 | | $2,725 | $3,200 | $711 | $93 | $4, 004 
Thousand Islands section__ 1, 766 ‘ } 6, 663 | 8, 429 | 2,173 |_. 10, 602 
Long Sault canal and locks | 64,370 | | —4,065 | 60,305 15, 076 7, 226 | $2, 607 
Point Rockway canal and lock.! 21, 259 | —$21, 259 |___- boa ; 
Cornwall Island seeti™m 5,115 | 5,115 1, 295 15, 829 22, 239 
General-purpose facilities | 204 | | —204 | | 10, 548 | 10, 548 
Corporation administration | | | | } 
and field supervision | 2, 100 | 2, 100 
Mobilization operation and | | | | 
maintenance during con- } | 
struction | 900 2090 
Corporation working capital 8,999 | —1, 999 | | 7, 000 7,009 
Interest during construction 7, 927 | —7, 927 | 
Total. _.- ek | 105, 000 | —31, 185 | 10,234 | 84, 049 19,255 | 36, 696 | 140, 000 
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I. EXPLANATION OF THE DEFERRED AND REVISED ITEMS 


The Point Rockway canal and lock have been deferred in accordance with an 
agreement between the Canadian and United States Governments. Conse- 
quently, the estimate for these features of the project at 1952 prices amounting 
to $21,259,000 has been deleted from the cost estimate. 

The working capital requirements for the Corporation have been reestimated 
at $7 million. The original estimate provided for $8,999,000. As a result, $1,- 
999,000 has been deleted from the fund requirements for this item. 

Interest during construction was provided for in the original borrowing au- 
thority in an amount of $7,927,000. However, Public Law 358, Sid Congress, 
2d session, the Seaway Corporation’s basic enabling act, is not specific in pro- 
viding for the manner in which the Corporation and the Treasury Department 
should treat the interest accruing during the construction period. The legis- 
lative history leaves some doubt as to the desired handling of this interest dur- 
ing construction; that is, whether or not it is properly chargeable against the 
Corporation’s authorized borrowing authority. 

The Corporation has proposed, in an amendment to Public Law 358, to pro- 
vide that this interest accruing during construction be deferred, not charged to 
the borrowing authority, and to be repaid from future revenues of the Corpora- 
tion. As a result, the entire amount of $7,927,000 has been eliminated in de- 
termining the borrowing-authority requirements. 


II. EXPLANATION OF INCREASED COSTS DUE TO BASIC PLANNING AND DESIGN CHANGES 


Removal of additional rock shoals in the Thousand Islands section 
due to recent detailed hydrographic surveys and modified design 
criteria, together w ith additional quantities of excavation at origi- 
gaits SE 663, 000 
Substitution of vertical- lift gate for Long Sault guard gate_______ 5, 250, 000 
Elimination of double set of lock miter gates__._....__-_______ _.. —4, 952, 000 
Improved design of lock sills___-...-.--..-.-.--~- <i a 606, 000 
Lengthening lock concrete guide walls for better ship accommod: l- 
tion and safety______-_-- amines canih how as , bo7, WOO 
Change in design of guide walls to meet foundation conditions re- 
vealed by actual excavation and detailed borings_._..________- , 470, 000 
Additional Long Sault Canal excavation to provide project channel 
depth at controlling water surface profile determined by detailed 
penne ag needa ceil) = BR yl sla, Ad. 2, 041, 000 
Protection of concrete lock walls with wall armor, to prevent damage 
and abrasion from passing ships, together with timber fenders 
on guide walls 793, 000 
Substitution of highway tunnel under upper end of Eisenhower 
lock for swing-bridge crossing, for better accommodation of 
highway traffic 1, 003, 000 
Redesign of lock walls ae 1, 123, 000 
Deletion of originally planned administrative facilities_____ 204. 000 
Changes in lands and damage costs including purchase of abandoned 
New York Central Railroad trackage, bridge and adjoining prop- 
Cnty Inteeeienee ete oaa 2 725. 000 
High-level bridge resulting from New York Central Railroad aban- 
donment and need for increased bridge headroom for seaway traf- 
fic, including temporary access roads and ferry crossing , 115, 000 
Elimination of previously contemplated plan for New York Centr: ul 
Railroad and highway relocation (1952 plan, before necessary 
planning and design changes to original plan) : 
Design changes covering such features as changes in utility lines 
to locks, widening of channel at Croil Island, and minor changes 
im project service freadsoic- wowed eee Lah dts . 157, 000 
Miscellaneous other design changes to original plan , 354, 000 


Total planning and design changes , 234. 000 


III. EXPLANATION OF INCREASED COSTS DUE TO PRICE ESCALATION 


Escalation of construction costs from December 1952 to July 1957, the estimated 
midpoint of construction, is considered to be approximately 22.5 percent, based 
upon a projection of the Engineering News-Record construction cost index, which 
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makes no allowance for labor efficiency nor is it meant to be applicable to equip- 
ment items. 

The amounts shown as representing price escalation are based upon actual 
contracting experience on those features of the seaway either completed or under 
contract, and upon the Engineer News Record Construction Cost Index on all 
uncontracted work. 

The price escalation has been applied to the 1952 project, after adjusting for 
the basic planning and design changes to the original project at 1952 prices. 


IV. EXPLANATION OF INCREASED COSTS DUE TO ADDED ITEMS 


Lands and damages: Lands and easements required for channel en- 
largement below South Channel Bridge. No work was originally 


i a cee mensiiinti cthicen sda tbie $93, 000 
Long Sault canal and locks: 
SOG, PS RT nn eran hems $664, 000 
I es et aesioeronenneee 913, 000 
TN ah iets 188, 000 
Maintenance buildings at each lock______._-______-___ 116, 000 
i ici tei ie nrcekanioneencne an i 1, 012, 000 
Gate lifter, spare gate, and storage barge, including 
radio and intercommunication facilities__.__.____~- 3, 259, 000 
Mooring basin for gate lifter and related plant-__-__-_- 1, 074, 000 
Total Long, Bamlt canal and lOc .< <p ciewer teenie 7, 226, 000 


The foregoing added items provide for betterments for improved accom- 
modation and safety of naviagtion, highway traffic, and visiting public. 
Land-rehabilitation measures are now contemplated to dress spoil banks, 
ete., in order to be more compatible with practice on adjacent power project 
(State park) lands. Isolation of area requires emergency repair facilities 
to assure uninterrupted seaway traffic and adequate project maintenance; 
elimination of double-lock miter gates also adds to need for these facilities. 


Cornwall Island section : 
Dredging in the south channel at Cornwall Island __ $11, 970, 000 
I I ichecncliinticiinest Mien eiintinsialicmeraistrtiimmnemiclaine ee 8, 859, 000 


Total Cornwall Island section___.--~-~  iceabansenatenmasdiaiaeRenbeasted 15, 829, 000 


Dredging in south channel at Cornwall Island arises from ambiguity in 
basie authorizing instruments concerning power and seaway responsibility. 
Training dikes were found necessary by hydraulic model studies to reduce 
adverse velocities and cross currents opposite Polleys Gut. 


General purpose facilities : 





SOUP MNUIRI DL NINN ih escent andl nv tp omen os octonrivmenneaney ae $3, 228, 000 
SMGNURNOED, TICE TIN hace esshceeniptitrnenpisnnshsintaenmtnsainnonet 840, 000 
nt cisibvaedinebeepeibateinire 511, 000 
Marine base adjacent to such shops_-___..-------- 1, 977, 000 
RRINOUIROREEDR  PNUNIURO is cence nnnmeuniibinn 215, 000 
TEI) sae cceiiatennipiiaendnine: 54, 000 
Floating plant, including tug, barges, derrick boat, 

channel survey and sweeping craft.__..___.______-__ 3, 363, 000 
Miintenance Cqnimment..... i eee anne 360, 000 

Total eeneral Purpose TACHINes 2.0 re peensiontisees 10, 548, 000 


Navigation aids included now because of Bureau of the Budget request 
and General Accounting Office decision for recovering of all such costs by 
navigation tolls; administration building now provided to house a separate 
Seaway Corporation staff; toll-collection facilities; repair shops, marine 
base, floating plant, and related equipment necessary for self-contained 
operation and maintenance of this project which is in an isolated area. 

Seaway Corporation: Administration, field supervision and inspec- 
tion, and mobilization operation and maintenance during con- 
ED acts cncniitbecnptieni sien tara a ra eens ceria gpies nce cn rca tniatinen em mes een so ee i $3, 000, 000 


Total added items (December 1956 prices) _-._._.__.__-__-_-___- 36, 696, 000 
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Mr. Yates. I cannot understand why we were not given this as a 
part of our original justification. 

Mr. Castix. Was this not sent up to the committee? 

Mr, Harriwt. This was a justification submitted after the budget 
came up and is primarily for the justification of an increase in the 
borrowing authority. 

Mr. Preston. In other words, this was prepared more for the use of 
the legislative committee than it was the Appropriations Committee? 

Mr. Harr. That is right, sir. We are asking them to increase 
our borrowing authority. 

Mr. Preston. What is the status of that bill? 

Mr. Harri. It has been introduced in the House by Congressman 
Blatnik and Congressman Broomfield, and in the Senate by Senators 


Wiley and Green. 
GENERAL ADMINISTRATIVE EXPENSES AS TO PERSONNEL 


Mr. Preston. On pages 10 and 11 of the justifications you have a 
discussion of general administrative expenses. ‘There is an increase 
of $85,000 in this item over fiscal 1957. How many additional posi- 
tions are you seeking ? 

Mr. Harri. We are going to 49, an increase from 24 at present to 
49, in administrative expense. That is primarily to take on addi- 
tional work. 

Before the seaway opens for the 14-foot traffic, we have to mobilize 
our force. We are going to have to take over some of the accounting 
and clerical work that is now being done by the Corps of Engineers. 

We have to prepare and be ready for toll hearings; we need addi- 
tional people for that. We will need additional people to run our 
operating and administrative facilities at Massena, N. Y. That is the 
primary reason for the basic increase. 

Mr. Preston. How long will it be before you will be ready to begin 
operation ? 

Mr. Harriti. We will start operations on July 1, 1958. We will 
be operating and taking the 14-foot traffic. We have to mobilize, and 
we are planning on taking anywhere from 1 month to 3 months in 
order to recruit our forces and train them before the seaway is open. 

This is really a mobilization in 1958 for commencement of opera- 
tions in 1959. We have to be a little ahead of the actual opening date 
on recruiting and moving people to Massena. 

We also have an item of travel expense. 


TRAVEL EXPENSE 


Mr. Preston. That is in “Other items.” 

Mr. Harri. That is right. Some of our personnel, even under 
administrative expense, will have to be operating around the clock, and 
as Mr. Castle said, even to fill one position, such as an operator, or a 
communications officer, we have to hire 5 people to keep it going 7 days 
a week, 24 hours a day. 

Mr. Castrx. I feel we have done a pretty good job, Mr. Chairman, 
on this administrative cost over the last 3 years. 

Mr. Preston. I would certainly say, by comparison with your esti- 
mating on construction, you have done a fantastic job under your 
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administrative costs. But this mistake in the estimation of construc- 
tion cost is a very shocking thing. 

Mr. Castix. Yes, sir; I concur. 

Mr. Preston. It is very, very disappointing to find our Government 

. * . . ? Y . . . 

running into these situations, not only in this case, but in other cases, 
This committee has had a number of situations comparable to this dur- 
ing these current hearings. 


TRANSPORTATION OF THINGS 


Where is this money for the people you are supposed to move to 
Massena, N. Y., during the present fiscal year ? 

Mr. Harem. Page 11, item 2, “Transportation of things.” 

Mr. Preston. Does this money for 1957 revert to the Treasury ? 

Mr. Harruaw. No. We have imposed upon ourselves budgetary 
savings. We have frozen it. We are not using it. You will notice 
that our new total is $306,000 instead of $325,000. In other words, we 
have a savings of $19,000 in our budget for 1957. 

Mr. Preston. You are asking for it again in 1958; are you not? 

Mr. Harri. Yes; but we are not going to use it in 1957. 

Mr. Preston. You still have the money, do you not? 

Mr. Harem. Yes. Our money does not revert to the Treasury. 
We have a limitation. 

Mr. Preston. This is in the form of a limitation ¢ 

Mr. Harerit, That is right. We have a self-imposed restriction 
on that and we are not spending it. We are saving it. 


NONADMINISTRATIVE EXPENSE 


Mr. Tuomas. You do not have any limitation on your nonadminis- 
trative expense, though, do you? 

Mr. Harry. No. 

Mr. Tuomas. In other words, you keep one end of the barrel corked 
up and the other end is wide open. 

Mr. Harri. In comparison, we only have 10 people assigned to 
the nonadministrative work, to look after the entire supervision and 
inspection that the corps has to do at the site, so even on a nonadminis- 
trative expense, our inspection forces are small and we are trying to 
hold down that cost, too. 

We only have, as I say, 10 people assigned to supervision work at 
the project site and in Buffalo to work with the Corps of Engineers. 

Mr. Preston. I suppose the Corps of Engineers is carrying on con- 
siderable work that could properly be charged to administrative work 
if you were doing the whole thing. Is that true? 

Mr. Harrmi. What they are doing is the type of work that they 
ordinarily do for their own projects. In the Corps of Engineers— 
and General Holle can check me—administrative or general expense 
is such that it is not charged to the project. In our case it is. We 
charge it to the project. 

Weare going to recover it in tolls. In the case of the Corps of Engi- 
neers, they are doing some work for us, such as clerical work, and 
some other administrative work. We are reimbursing them for that, 
but that is considered engineering, design work, construction super- 
vision and inspection work, which they are doing for us, too. 
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Mr. Preston. I think we would certainly be aware of the fact that, 
on this item of reimbursement to the Corps of Engineers, there is 
bound to be certain administrative work that they are doing. 

In the first place, the number of people you have been carrying 
for administrative work is obviously too small for the total amount of 
administrative work to be done on a project of this size. 

There is bound to be some hidden administrative work elsewhere. 
It is just too big for the number of employees you have been talking 
about. 

Mr. Harri. It is the same type of expense that the Corps of 
Engineers have and charge to their own project. The expenses of 
their district offices are not charged to their administrative and general 
expenses. 

Mr. Preston. That is right. But it is a very convenient way for 
you to operate. It is a very fine way for you to operate, because you 
do not carry the responsibility for such terrific administrative expense. 

Mr. Tuomas. Mr. Chairman, does he not charge against this account 
187 salaries for next year, against about 49 or 50 for this year? 

Mr. Harriwt. On administrative expenses next year, we will be 
charging 49 positions. 

Mr. Tuomas. Where are the rest of them? You have about 187 
set up in your budget, have you not ? 

Mr, Harrity. The rest of them will be out in the field on operations 
and maintenance. 

Mr. Tuomas. Nonadministrative expenses ? 

Mr. Harriti. Nonadministrative, yes. Nonadministrative expenses 
will consist of this [indicating] on pages 66 and 67 in budget. 

Mr. Tuomas. That is wide open; is it not? 

Mr. Harri. It is under our control, but in the nonadministrative 
expense—— 

Mr. Tuomas. Is it appropriated funds? Is it under the limitation? 

Mr. Harri. Not the operation and maintenance. However, our 
nonadministrative comes out of our borrowing authority. 

Mr. Tuomas. It is not under the limitation, then, is it? 

Mr. Harriwy. That is right. 

Mr. Tuomas. You are the judge whether it is administrative or non- 
administrative; are you not? 

Mr. Harrtiti. No. We have to work this out with the Bureau of 
the Budget. Later it is audited by the GAO as to its requirements 
and compliances. 

Mr. Preston. How much of a lapse have you included in the 1958 
estimate ? 

Mr. Harri. Of not filling positions? 

Mr. Preston. Yes. 

Mr. Harriti. I believe we have that. We have a statement here 
with ne analysis. 

Mr. Jost, Pages 66 and 67 of the green sheets. 

Mr. Harrr. There is $63,000 here on page 66; and on page 67, for 
the nonadministrative work, there is $489,000. We will not be em- 
ploying these people until the latter part of the year. 

Mr. Preston. Does that mean if you expand your employment to 
187, as proposed, we will have an administrative budget in the fiscal 
year of 1959 of around $1 million ? 
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Mr. Harem. No. The personal services for administrative ex- 
penses will be—here the total amount is $323,000. That is the full- 
time employment, before deducting lapses. That will be the personnel 
that will be assigned to administrative expenses in 1959, after we are 
operating fully on our own. 

Mr. Castix. These other employees are lines men and lockmasters. 
We have to run a 24-hour schedule while the navigation season is on. 

Mr. Preston. If I had said “operating costs” instead of “adminis- 
trative costs,” that figure would be correct. 

ont Harrinz. Yes, sir; including them both, that would have been 
right. 
EFFECT OF INCREASED COSTS ON PERIOD OF LIQUIDATION 


Mr. Preston. Mr. Castle, 1 am wondering just what effect this high 
increase in cost of construction of this project is going to have on tolls, 
in order that this project might be liquidated. 

Mr. Castie. Let us take it from the basic authorization of $105 
million. That was considered by those who sponsored the initial 
legislation as an amount of investment to produce economic value. 
We are asking for $35 million more, which is a 33-percent increase. 

Our estimate of costs are not complete or final at this time. We 
will not know for a little while longer, but we have approached in 
our own studies the estimates of costs between the Canadians and 
ourselves, our estimate of tonnage that will flow between 1959 and 
1965, and we think that we can come up with a toll rate that is attrac- 
tive to the user, and will pay off our debt in 50 years. 

We are concerned about this cost increase. It is a shocking figure, 
when you realize we could have, based upon original estimates, con- 
structed this seaway for $67 or $68 million, and it now goes to $13: 
million, but we are still only 33 percent above our original estimate 
of what the job might have cost, namely $105 million. 

Although there have been a lot of statements made in the press— 
everybody is using their pencil and expressing themselves very freely— 
they are not acquainted with a lot of information that we have 
developed from our studies so far. We cannot disclose them because 
they are not final. 

We have not the concern that other people have about paying off 
this debt to our Treasury in 50 years’ time, and at the same time 
supplying very good, modern navigational services at a, cost that will 
attract traffic. 

INTEREST RATE ON SEAWAY DEBT 


Mr. THomas. What is the interest rate, Mr. Castle, that Mr. Humph- 
rey has set so far? 

Mr. Caste. It has ranged 

Mr. Harr. The first bonds issued were 234 percent. They were 
for a short period of time. They have ranged up to as high as 33¢. 
That was up through February. Then it dropped back to 3%. 

Mr. Tuomas. What are you expecting on this additional $40 
million ? 

Mr. Harritx. In figuring our tolls, we must take an average of 
d% percent. 

Mr. Tuomas. I am talking about the interest rate on this additional 
$40 million. 
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Mr. Yates. The interest rate on the borrowing that would take place. 

Mr. Castiz. The interest rate changes monthly, according to the 
rates applied to long-term financing of the Government. That is why 
it fluctuates. They write us a letter once a month and tell us what 
it will be for that month. 

It has ranged from 23% to 33¢ percent. We are using 314 as our 
estimate of cost. I doubt very much if it will go to 4 percent. That 
is merely my conception of what the market is going to be in the next 
year. 

Mr. Yates. Why is the rate of interest so high ? 

Mr. Castie. That is the Government market right now. The Gov- 
ernment, on E-bonds, I think, is going to increase the rate to 314. 
E-bond purchases have declined. People can buy other securities at a 
much higher yield than Governments. This tight-money market has 
affected rates through Government securities as well as other securi- 
ties. 

Mr. Preston. We will now adjourn until 1 o’clock. 


Monpay, Marcu 25, 1957. 
Mr. Preston. The committee will come to order. 
We will continue the hearings on the St. Lawrence seaway. 


AUDIT REPORT OF GENERAL ACCOUNTING OFFICE 


Now, Mr. Castle, there are some figures that I would like to call to 
your attention, to the attention of General Holle, or to the attention of 
anyone who might know something about them. 

The General Accounting Office made an audit report to the Congress 
of the United States on the St. Lawrence Seaway Development Cor- 
poration for the fiscal year which ended June 30, 1955. The date of 
this report is August 28, 1956. We assume that the information 
furnished the Comptroller General by the officials of the St. Law- 
rence Seaway Corporation was furnished some time during the cal- 
endar year 1956. Is that true? 

Mr. Harritu. We have two audit reports. You have the first audit 
report I believe. We furnished them the latest information on costs 
about December 22, 1956, and they refer to it in their last report. 
The latest report, I believe, is dated February 14, 1957. 

Mr. Preston. We will get to that. I want to talk about this one 
dated August 28, 1956. 

The question is, was the information furnished to the Comptroller 
General for the basis of this report to Congress furnished to him dur- 
ing the calendar year 1956? 

Mr. Castur. I imagine so. 

Mr. Harri, The first audit was started after the close of the year 
in 1955. Is that the 1955 report that you have there? 

Mr. Preston. Let us go back to the question. This audit covers 
the period from the fiscal year which ended June 30, 1955, to August 
28, 1956, when it was filed with the Congress. 

Mr. Harri. That is right; it is for the fiscal year 1955. 

Mr. Preston. Do you understand the question ? 
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Mr. Harri. The auditors came into our office, and they went 
into our field offices and made the audits in the fall of 1956. However, 
there were certain legal problems to be resolved. One of them parti- 
cularly was the one relating to interest, which held up the report. 

Mr. Preston. Just a minute now. We are getting away from the 
question. You said that they made their andit in the fall of 1956. 
You meant 1955. 

Mr. Harri. 1955; that is correct, I was mistaken. 

Mr. Preston. But the report was filed with the Congress in 1956, 
Did they get any of the information from you during the calendar 
year 1956 on which to base this report ? 

Mr. Harri. Insofar as we were concerned, that report was made 
in the fiscal year 1956 covering the fiscal year 1955 and they finished 
up their work in our office in February of 1956. 

Mr. Preston. So some of these bits of information contained in 
this report were made available to the Comptroller in the calendar 
year 1956 and also in the fiscal year 1956 ? 

Mr. Harrmu. Yes. That is right. 


DISCREPANCIES IN INCREASED COST ESTIMATES 


Mr. Preston. Now, in this report on page 8 we find a statement by 
the General Accounting Office which lists the items involved in the 
increase in cost that we have been talking about this morning and 
which you have given to us in an amended justification which results 
in the $64 million increase. 

Now, there is a discrepancy between the figures you have given us 
today and the figures that the Comptroller General had in his re- 
port which we are now discussing. For instance, your amended jus- 
tification gives 3 principal categories of increase, and 3 general cate- 
gories of increase are included in the General Accounting Office re- 
port. They are similar, or identical, in wording. 

Basic planning and design in the Comptroller General’s report 
shows an increased figure of $6,500,000 while today the figure you 
give us a year later is $10,234,000. 

Additional construction items not covered by the 1953 estimate in 
the General Accounting Office report are $13,275,000, while in your 
justifications today that figure has increased in a year from $13.275.- 
000 to $36,696,000. 

Now, you have in this report also a figure—and I assume the Comp- 
troller General got this figure from the St. Lawrence Seaway Cor- 
poration—that is related to the increased costs due to the increase 
in prices, which we might call price escalation, of $8,285,000. In 
your justifications to the committee that figure has risen within a 
period of a year from $8,285,000 to $19,255,000. 

How do you account for the difference in these figures which the 
Comptroller General furnished us in a report dated August 1956, 
8 months ago, compared to the figures in your justifications here to- 
day? 

Mr. Harr. Our figures in the justifications today were made up 
as of December 1956. They take into consideration all the latest 
cost figures; all the latest changes in design, and the latest program 
of work. 

Mr. Preston. Could these changes have taken place since February 
1956 up to December ? 
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Mr. Harri. I believe that uy General Accounting Oflice was 
auditing as of the close of the fiscal year 1955, and I believe they used 
the figures that we had in our ba get. for 1957 for this statement. 
I believe that the figures, even thoupt the report was submitted in 
February, are figures that were used in the fall before that, some 
time in September 1955. I would have to check on that to make sure 
what they got for their report. The latest figures are the revised 
figures. ‘Incidentally, they are included in the latest General Ac- 
counting Office audit report, dated February 14, 1957. 

Mr. Caste. I might read this. It is a statement I made before the 
Senate Committee on Appropriations. This was in May of 1956 after 
these figures were prepared for that 1957 fiscal year. In fact, up to 
March 1956, we thought, based upon estimates at that time, we could 
do this whole job for $103 million. Then we got our bids on our locks 
and let me read what I stated at that time: 

Our Grasse River lock contract came close to $26 million, which was 23 percent 
higher than the Government estimate and 46 percent higher than the amount 
included in our 1957 budget. 

Then in regard to the dredging in the Thousand Islands section, this 
contract was 31 percent higher than the Government estimate and over 
200 percent higher than ‘the amount included in our 1957 budget. 
That gives some evidence of where these things came from. 

After the spring of 1956 is when these increased costs began to be 
disclosed in a very alarming manner and that. is what I said in my re- 
port to the Senate committee. 

Mr. Preston. When was that ? 

Mr. Castix. In the spring of 1956. 


REASON COST INCREASES 


Mr. Preston. How do you account for these phenomenal increases 
above what the Government estimates were and your own estimates / 

General Horie. The estimates during the 1940’s were made a num- 
ber of times, and the estimates in 1952 were largely expansions based 
on price increases. The original estimates for some features were 
made on a very general basis. Mr. Castle referred to the Thousand 
Islands dredging. Actually a definitive estimate could not be made 
until work was actually started, and until we swept the channels and 
did some boring, all of which we could never do on the planning funds. 

Mr. Stretiar. Our Canadian counterpart, the St. Lawrence Seaway 
Authority, has had a rather similar experience in decidedly increasing 
costs on their phase of the Canadian seaway project, if I may make 
that observation. 

Mr. Castie. They have gone from $176 million to a present estimate 
of $285 million. That is a 62.5-percent increase. 

Mr. Yates. They are doing a lot more work. 

Mr. Castiz. A lot more work, but they are doing an awful lot of 
work cheaper. 

Mr. Yares. The point I make is that the comparison is not neces- 
sarily exact because they are doing a lot more work than we. 

Mr. Casrie. They start from an estimated cost base of their entire 
project. 
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COST INCREASE PREDICTED BY MEMBERS OF CONGRESS 


Mr. Preston. You know it was predicted in that forecast by a good 
many Members of Congress when this authorization bill was passed 
that this very thing was going to happen. 

Mr. Castie. That is what I understand. 

Mr. THomas. How well do I remember. 

Mr. Preston. I do not know what is going to be the fate of the bill 
now pending to increase this borrowing power in the light of the dis- 
closures here today. 

Has all of this information been made known to the legislative 
committees ? 

Mr. Castix. We have sent this justification information to commit- 
tee members. I have called on a good many people of the committees 
and explained what has happened. We expect to hold our hearings 
in both the Senate and the House this spring. I do not know of any 
two organizations, other than the Corps of Tithgineers and ourselves, 
who have been closer to this picture and followed it more closely and 
worked harder at it than we. It has been a very discouraging and a 
very disappointing result. We have let about 81 contracts so far. 
About 80 percent of our work is contracted for. It is a joint venture 
with Canada, and we have our target date set. It is going to be pretty 
difficult to stop it in the middle of the stream. We inherited figures 
that were not realistic and we have been faced with inflationary times 
and with results from new tests that are far removed from the original 
conceptions of what work had to be done. 


COMPETITIVE BIDDING ON PROJECTS 


Mr. Preston. Have you had satisfactory competitive bidding on 
these projects, or has the bidding been so narrow in scope that the 
contractors could almost name their figures ? 

Mr. Casrie. I would say outside of the lock contracts and marine 
dredging we have had fairly good competitive figures. We had five 
contractors bid on Grasse River lock in a joint venture. They were 
five outstanding contractors. They joined in one venture. The reason 
that others did not bid was because they preferred to bid on the Priest 
Rapids job in the State of Washington, which is about a $90 million 
project. 


AWARDING GRASSE RIVER PROJECT WITH ONLY ONE BID 


Mr. Preston. With regard to the locks you had just one bid. Did 
you award the bid to this combination of five companies ? 

Mr. Castix. Yes. After a great deal of debate and discussion we 
brought them into Washington and reviewed their estimates, and 
between the cor ps and ourselves we felt that it was justified to grant 
the contract to them. That comprised a joint venture of Perini & 
Sons, Morrison-Knudsen Co., Walsh Construction Co., Peter Kiewit 
& Sons, and Utah Construction Co. 

Mr. Preston. Did that bid and the negotiations on it establish a 
percentage figure of estimated profit ? 

Mr. Castix. Their own profit was included in that. 

Mr. Preston. Was the profit named percentagewise ? 
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General Hotter. No; we could not go into the bid of the contractor. 

Mr. Preston. You mean from the Government’s standpoint, 
General? 

General Hotter. Yes. We did not go into his bidding papers. 

Mr. Castie. The Government’s estimated cost was $21.7 million, 
in round figures, and their bid was $26,750,000. 

Mr. Preston. Who made up the estimate, the Corps of Engineers 

Mr. Castie. Yes. 

Mr. Preston. Does that estimate of $21,700,000 include a reasonable 
profit ? 

General Horie. No, sir; that is without profit. 

Mr. Castitr. We had as high as 14 bids on earlier contracts and 
as low as 2 bids on other contracts. 

Mr. Preston. What is a reasonable profit figure for a contractor 
on a $20 million job, percentagewise ? 

General Hote. ‘Ten or fifteen percent. 

Mr. Preston. In this case, if your engineering estimates were sound, 
you were approving a profit roughly of 25 percent, or certainly 20 
percent. 

General Horie. Yes. I might explain a bit about those negotia- 
tions. 

Mr. Presron. Go right ahead, General. 

General Horxe. In some of the earlier estim: ting and bidding we 
anticipated that the excavations would be expensive. The early bids 
were considerably lower than our Government estimates. Being hu- 
man beings, and comparing our estimates with those of the contrac- 
tors across the board, we had to take the view—well, perhaps we were 
overevaluating the difficulties of this work. 

Mr. Yates. Are you talking about the 1942 estimates? 

General Horie. This is in 1955 when the original excavation con- 
tracts for the locks were awarded. Then we got along to where the 
Grasse River lock contract, the one that we are talking about, was 
advertised and considered for award, and the contractors had begun 
to realize that they were having trouble in their excavating work and 
their bids were going up, and I do not think that we entirely caught 
up with it in our Government estimates, 

Now, with respect to this specific bid, we had one bid from a group 
of most of the contractors engaged in that work up there. As Mr. 
Castle said, we had a discussion with them as to whether there was 
any possibility of negotiating that bid, and we were faced with either 
rejecting the bid and “readvertising without any expectation of getting 
any better bid, or making the award. Time was important. We must 
get this work done by July 1, 1958, to dovetail with the power entities’ 
construction schedule. 

So, all of the people who were considering it—and I was one of 
them—we concluded that perhaps our Government estimate was a 
little low and good judgment dictated making the award to this group 
of five contractors who had submitted the bid. 


COMBINED INGREASED COSTS, UNITED STATES AND CANADA 


Mr. Sreviar. May I make a further observation about the increase 
in costs in the overall, sir? When the United States costs are sepa- 
rated out and treated separately, as was done in the discussion this 
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morning—just recently now we have mentioned the Canadian costs 
separated out and treated separately— 

Mr. Tuomas. That is no justification for what you have done, 
Speak for yourself. 

Mr. Sreixar. If you are thinking in terms of seaway tolls, and the 
impact of the financing and the recov very power of the project, the in- 
crease in direct construction costs is around 58 percent when you 
treat the seaway project in its entirety. 

Mr. Preston. Do you mean that the increase in the cost of con- 
struction is 58 percent ? 

Mr. Sreviar. When you compare it to the original combined esti- 
mate, United States and Canada combined, it results in an increase 
of 58 percent. 

Mr. Preston. The only thing that we can go by is what you told 
the Congress. 

BASIS FOR ORIGINAL ESTIMATE OF COST 


Mr. Tuomas. Of course, we are not concerned here with the legisla- 
tive feature. All we are concerned with here is the administrative 
limitation on your expense, which shows about an $85,000 increase, a 
25 percent increase over last year. That maybe is not too bad as you 
go along. 

It seems like this overrun here is hardly excusable in the light of 
your own justifications. Regardless of whether the overrun is 33 per- 
cent, 50 percent, or as high as 75. percent, the lesser figure is hardly 
excusable. . The act, if I recall, makes the Corpor ation ‘responsible as 
a party, does it not, or does it put that responsibility in the Corps of 
Engineers? 

Mr. Castix. The responsibility for what ? 

Mr. Tuomas. The construction work. 

Mr. Casttx. Well it is our responsibility. We employ the corps 
as our design and contract agent. 

Mr. Tuomas. And they are working on a reimbursable basis? 

Mr. Casiue. Yes. 

Mr. Tuomas. Well now, are these original figures your figures, 
or the corps’ figures, or whose? 

Mr. Castie. They are not our figures. They were set at the time 
the bill was passed and our corporation was formed after the bill 
became a law. 

Mr. Tuomas. The bill was passed on the Corps of Engineers 
estimate? 

Mr. Castir. There were others involved in making the estimates, 
I presume. I do not put the onus entirely upon the corps. 

Mr. Tuomas. I am not trying to put the finger on the corps, either. 
Goodness knows, they have enough to carry. 

Mr. Castrix. The general knows more about this than T. 

General Ho wr. They were substantially Corps of Engineers 
estimates. 

Mr. Tuomas. If this were private industry doing this everyone 
would be looking for a job the next day; there is no doubt about that. 

Mr. Castie. Overruns today are not the unusual thing. 

Mr. Toomas. You do not find any like this. 

Mr. Casttr. I have seen some bad ones. 
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ESCALATION LN OUTSTANDING CONTRACTS 


Mr. Troms. If you have, the company is broke. Almost any com- 
pany in the U nited States would be broke if they had an overrun like 
this. 

I believe that the justifications state that you have let about 80 
contracts. Were all these contracts on a competitive bid basis, or were 
they eee: 

Mr. Cast_e. Competitive bids. 

Mr. Tuomas. Out of the 80 of them, how many have you allowed to 
stand and granted to them an increase / 

Mr. Caste. I do not know what you mean by “granting them an 
increase.” 

Mr. Tuomas. Just what I said. 

Mr. Caste. Do you mean accepting their bids beyond the Govern- 
ment estimate ? 

Mr. Tromas. After they started their work they found out they 
might have bid a little too low, so have you given them an escalation, 
or have you let them take the loss, or what ? 

Mr. Castrix. No. 

Mr. Tuomas. What do you mean by “No”? 

Mr. Castie. We have not made any compromise on contract prices. 

(zeneral Hoxie. That is the answer. 

Mr. Tuomas. If you have let 80 contracts, why the increase in your 
amount of authorization then ? 

Mr. Castie. Some major contracts were awarded following our last 
estimate of March 1956, 

Mr. Toomas. Out of your 80 contracts that you have let, how many 
are seeking an increase? Is every contractor seeking an increase in his 
written contract ¢ 

Mr. Castix. Only one that I know of. The rest are having a serious 
time, It is rumored several of them are going to have some pretty 
heavy losses. 

Mr. Tuomas. Is not there a lot of politics mixed up in this? 

Mr. Castie. Not a bit. 

Mr. THomas. Are you sure “nota bit” ? 

Mr. Castie. Not pointing to us. I do not know of any polities in it 
at all. 


CONTRACTOR'S LOSS ON ORIGINAL BID 


Mr. Tuomas. Do you have any contractors who have suffered a loss 
in their original bid and have come to you, either directly or with 
counsel, saying: “We want an escalation here; we bid this too low” ¢ 
Have you h: ud: any contractors lo that ? 

Mr. Castrie. Only in one case that I know of. 

General Honxe. It is the Peter Kiewit, Morrison-Knudson contract 
for the Long Sault Canal. It was a contract for approximately $7 
million. The company has made a claim based on changed conditions 
for $5 million. 

Mr. Tomas. What are the changed conditions ? 

General Horie. The allegations are that the plans and specilica- 
tions did not correctly indicate the kind of material that was to be 
excavated and the difficulty of excavation. 
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Mr. Tuomas. That is a part of the contractor’s job, to find out 
whether digging is going to be hard, soft, or medium. There are 
many contractors hooked on that. If you have only one contractor 
here seeking an escalation, does it mean that you have not placed 
very many of these contracts—you have not let very many yet‘ 

General Horie. No, sir; it does not mean that. 


BIDS IN EXCESS OF ESTIMATED COSTS 


Mr. Tuomas. Then why the increase? You say that you have 80 
contracts here. Why the increase of $35 million if you have only 1 
contractor seeking an increase ? 

General Horie. The contracts, at their award prices, are higher 
than estimated. We have not granted any additional sum after the 
contract was made. The contracts were made as a result of competi- 
tive bidding to the lowest qualified bidder. 

Mr. Castix. The major contracts came up after March 1956; your 
two locks and your dredging problem and others. Those are the 
major things. 

NUMBER OF CONTRACTS LET 


Mr. Tuomas. When you say that you have 80 contracts you mean 
the work is divided up into 80 contracts. How many of the 80 have 
been let? 

Mr. Srevuar. Thus far, 31 principal contracts have been let for 
construction and supply. 

Mr. THomas. Has work started on any of them? 

Mr. Sretxiar. Yes. 

Mr. Tuomas. Are any of the 31 claiming an escalation, or an in- 
crease in contract price ? 

Mr. Sretiar. Only that one, sir, that the general mentioned. They 
are all lump-sum contracts and no escalation is permitted in that type 
of Government contract. 

Mr. Tuomas. What is the sum total in dollars and cents of the 51? 

Mr. Srexixar. $80 million, sir. 

Mr. Tuomas. $80 million ? 

Mr. STeuia. Yes. 

Mr. Tuomas. That is about three-fourths of your total, is it not? 

Mr. Srevxar. That is correct. 

Mr. Tuomas. Do you mean that your other 40 are going to require 
the $40 million that you are looking for? 

Mr. Srevxar. Well, sir, we have a balance of about twenty-one-odd 
contracts. 

Mr. Tuomas. That will total about $40 million ? 

Mr. Sretiar. That is correct. 

Mr. Tuomas. It looks to me like there was an error in your original 
estimate, then, if that is the way it is. 

Mr. Sretiar. Well, if you can ascribe it to an error. I think it 
could be said more fairly it was a combination of things there. If 
I may just say, the power project was launched first up there. They 
were | year ahead of us and the contractors got in there and they had 
their own experience. 
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Mr. Tuomas. What about the dredging now at your powerplant? 
Who is seeking the more liberal interpretation of the contract? Is it 
the State power authority of New York, the Canadians, or both? 

General Hore. I will answer that by saying it is both. 

Mr. Tuomas. Who started the ball rolling? 

Mr. Castte. I think probably the two power entities started the ball 
rolling. 

Mr. Tuomas. They could not have any power there unless this 
channel was dug? 

General Hotir. Yes; but not as much. 

Mr. Tuomas. They would not have had the power without the 
digging of the channel ? 

General Horie. Without the channel that we are talking about, the 
Cornwall Channel, 


REPRESENTATIVES OF NEW YORK AND CANADA FOR POWER 


Mr. Tuomas. Who is representing the State of New York and the 
Canadians in the matter before you? You say that you met with them. 
Were they represented by legal counsel ? 

Mr. Castte. Yes. 

Mr. Tuomas. Who represented them ? 

Mr. Caste. Mr. Robert Moses, head of the Power Authority of the 
State of New York, had Mr. Thomas Moore with him. 

Mr. THomas. Mr. Moses, in my judgment, is one of the most able 
citizens in this country, or any place else, in the field of public works. 

Mr. Castte. He is a good public servant. 

Mr. Tuomas. Is his lawyer here? 

Mr. Castix. Not here. He is on his staff in New York. 

Mr. Tuomas. An employee of the State of New York? 

Mr. Castix. Of the authority. 

Mr. Tuomas. Who is representing the Canadian Government? 

Mr. Castiz. At the time Mr. Saunders, and following his death, Dr. 
Hearn, represented the Ontario Hydro. 

Mr. Tuomas. A Canadian citizen ? 

Mr. Castrx. A Canadian. His assistant was Dr. Otto Holden. 


SUPERVISION OF THE POWER ENTITIES 


Mr. Tuomas. You did not have an American representative and 
had a Canadian ? 

General Hottie. I think that I had better explain the supervision of 
the power entities. As you know, the power construction is being 
performed jointly by the Power Authority of the State of New York 
and the Hydroelectric Power Commission of Ontario. The two gov- 
ernments applied to the International Joint Commission for per- 
mission to develop the power separate from the seaway. That was 
granted. Then, in turn, each of the governments authorized a power 
entity in their own country to do the work. The Power Authority of 
the State of New York, through the order of approval from the Inter- 
national Joint Commission, and a license from the Federal Power Com- 
mission, are the ones to do the work on the United States side. 
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Now, the two governments created a joint board of engineers for the 
purpose of supervising the power entities to assure that the power 
project was built in accordance with the general design and the other 
requirements of the IJC’s order of approval and the Federal Power 
Commission’s license. That Joint Board consists of, on the United 
States side, Secretary of the Army Brucker; Mr. Kuykendall, of the 
Federal Power Commission; and on the Canadian side, Mr. Marler, 
Minister of Transport; and Mr. Chevrier. Each of those four mem- 
bers has an alternate. 


AUTHORITY FOR DECISION FOR INCREASING COST OF SEAWAY 


Mr. Tuomas. Was it those four who recommended the giveaway of 
$12 million then? 

General Hotte. No. The United States section of the Joint Board, 
Mr. Brucker and Mr. Kuykendall, and Mr. Frank Adams and myself 
as alternates, believed that this—— 

Mr. Tuomas. Who is Mr. Frank Adams? 

General Hotue. He is the Chief of the Division of Power of the 
Federal Power Commission. We all believe that this was the respon- 
sibility of the power entities, the particular dredging that we are talk- 
ing about in the north and south Cornwall Channel. The Canadian 
section had a different viewpoint and the Joint Board was not per- 
a to solve that particular problem. It was solved at a higher 

evel. 

Mr. Tuomas. That is what we are getting to now. Who did this? 
Who were the higher ups? What. part did Governor Tom Dewey 
have in this? I might as well get down to cases; I have been inching 
up to this right along. 

General Hotze. To my knowledge, Mr. Dewey had nothing to do 
with it. 

Mr. TuHomas. Who did then? Who passed out the word for you to 
go ahead and give away $12 million ? 

Mr. Casrix. Let us examine that phrase, Mr. Thomas. The Cana- 
dian Government was inclined to let the seaway entities pay for all 
of the dredging. In fact, we started back in May of 1955 and pre- 
sented our own brief to the power entities, or the Power Authority of 
the State of New York, rather, contending that it was their full re- 
sponsibility. 

Mr. Tuomas. From whom did you get the nod / 

Mr. Castix. Then, after debating back and forth with them, we 
had todo something. Time was of the essence. 

Mr. Tuomas. We have been waiting for about 150 or 200 years. I 
do not know why time was such a big element here. 

Mr. Castiz. Time was an element in the completion of this project 
by July 1, 1958, and to get the designs made and the bids made in 
time to award them before ice formed, and so we could get mobiliza- 
tion of the equipment in the river, 

Mr. Tuomas. You do not have the steel to do it now. You cannot 
get plates and you cannot get bulkheads and angles and shapes right 
now. 

Mr. Castix. Steel is not involved in this. It isa matter of dredging 
equipment. 
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Mr. THomas. Steel is going to be very much in the picture before 
you complete in time; is it not? 

Mr. Castiz. No. 

Mr. Tuomas. Are you sure? 

Mr. Castie. Just on our bridge, that is all; and that will not be 
very late—our high-level bridge. 

Mr. Tuomas. You may proceed. 

Mr. Castix. Well, that is just a preliminary to what we accom- 
plished up to that point. 

Mr. Tuomas. Would you mind telling us whom you got the nod 
from? 

Mr. Castix. I would say that the Department of Defense and our- 
selves, and I think General Holle 

Mr. THomas. Did Mr. Humphrey have a hand in it¢ He is one of 
the biggest users of the canal. He is shipping all the Canadian iron 
ore through there to his many interests back home. You did not have 
anything to do with Mr. Humphrey ? 

Mr. Casrix. Not a thing. 

Mr. Tomas. Not that you know of? 

Mr. Castiz. Not that I know of. 

Mr. Tuomas. Who gave you the nod? I have asked you 4 or 5 
times. Do you mind telling us/ 

Mr. Castie. It was my decision to make, and I went to Mr. Brucker, 
my senior, the Secretary of the Army. I went to General Holle and 
Frank Adams, and they agreed that although we should still contend 
the responsibility was that of the Power Authority something had to 
be done in order to break the deadlock. Will you confirm that, 
General? 

Mr. Tuomas. The Federal Power Commission has no authority to 
sign any contracts when it grants the certificate. It has done its job. 
Now, how much more jurisdiction did it take in the matter? 

Mr. Caste. I refer to them as members of the Joint Board of Engi- 
neers, General Holle and Frank Adams. Frank Adams is from the 
Federal Power Commission and he and General Holle were on the 
Joint Board of Engineers with whom we discussed this whole problem. 

Mr. Tuomas. When- do you think you are going to get this job 
done now!’ You do not think steel is any problem ? 

Mr. Castie. We do not have much steel except for the high-level 
bridge and that, we think, will be rolling this next quarter. 

Mr. Tuomas. Do you not have some bulkheads? 

Mr. Srexuar. The contractors advise their orders have been placed 
and to the best of our knowledge, from our double-checking, they have 
their commitments for the steel. 

Mr. Tuomas. General, you said a while ago the order came from 
higher authority. Who was the higher authority ? 

General Hotiz. As Mr. Castle said, the various people of the State 
Department and the Government who had engaged in these negotia- 
tions. 

Mr. Tuomas. Who in the State Department? 

General Hotxe. I do not know because I am not in that. It did 
not come to me; it came to the Seaway Corp. 

Mr. THomas. Did you have somebody contact you from the State 
Department, Mr. Castle ? 
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Mr. Castre. At an intergovernmental meeting with the Canadians 
in Ottawa in May 1956, it was proposed that the seaway entities ini- 
tiate negotiations for a compromise settlement with the power entities 
to insure timely completion of the seaway. 


CHANGES IN PLANS AND SPECIFICATIONS 


Mr. Tomas. Well now, it has been alleged here there has been 
some change in plans and specifications. Is that in your category 3 
there that you talk about? 

Mr. Castix. Well, what changes do you refer to? 

Mr. Txontas. I believe you testified a while ago that a part of your 
overrun there was by virtue of the increase in your plans and specifi- 
cations and using different materials and so forth. 

Did someone give you some instructions to change those, or what? 
How did they come about? 

Mr. Caste. Are you referring to materials or just added additions? 

Mr. Tuomas. Well, call it materials or added additions, or whatnot. 
It is about $25 million worth; is it not? Or $20 million worth? 

Mr. Castix. Among the added items is the item of dredging and 
that is shown here at around $11 million. 

In addition there was the matter of training dikes or deflecting 
dikes, which we discovered later would be an important improvement 
to avoid the coursing of high velocity water coming down at right 
angles to our shipping lane, and that is close to $4 million. These 
were all things discovered after the project got underway. 

Mr. Tuomas. I have watched the Corps of Engineers for a good 
many years, and I think it is a pretty good outfit. They just do not 
pull boneheads like that to the tune of $10 or $11 million. 

General, how could that come about? The Corps does not do busi- 
ness like that. There are Corps plans. They just do not overlook 
thinks like that, do they ? 

I am terribly disappointed if they do. 

General Hottx. These seaway plans were quite different from our 
ordinary project reports. 

Mr. Tuomas. They were quite different in the fact that they were 
just a little bit longer. You do a lot of the short ones which are more 
difficult than this. 

You do them by the dozens every year. 

General Horix. The seaway planning covered so large a project 
that with respect to certain features it was much more general than 
our normal investigation, and survey report. 

Mr. Tuomas. General, did not someone up higher give some instruc- 
tions to include these little extras in the plans here? That is what 
I am getting at. I do not want to put you on the spot. If you had 
rather not talk about it, all right. 

General Hotz. I am perfectly willing to say, and very, very freely 
say, that there have not been any such instruction from anyone. 

Mr. Tuomas. But, the instructions were to go ahead and compro- 
mise and give away this $12 million, though. Ton did get that from 
higher authority; did you not? i 

General Hourez. As I said, that was beyond the authority of the 
ee of Engineers, and it was beyond the authority of the Joint 

oard. 
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Mr. Tuomas. Is there anything else in this whole picture of a $35- 
million or $40-million overrun that was over and above the authority 
of the Corps of Engineers, and the Corporation, which was decided 
by higher authority ‘ 

General Hotz. I can answer that categorically “No, sir.’ 

Mr. Harriwt. May I make a statement along that eer, 

Mr. Tuomas. Surel 

Mr. Harrity. We do have some directions to include certain costs. 
For example, the Bureau of the Budget and the Comptroller Gen- 
eral ruled that the cost of aids to navigation and their voaaad facilities 
should go in the toll base, and that we should pay for those and re- 
cover their cost out of tolls. In addition to that we had to provide 
our own office and other space. There is no Government free space 
furnished to us. We have to provide our own operational facilities 
and it is that type of things which are examples of the items not in- 
cluded in the original estimate. 


CONSTRUCTION OF OPERATIONAL BUILDING 


Mr. THomas. Well, you are building an office up at Massena; are 
you not? 

Mr. Harrity, We are building an operational building; yes, sir. 

Mr. Tuomas. It is a small building; is it not? 

Mr. Harri. It is not too big. 

Mr. Tuomas. What is it scheduled to cost? Is that figure $1 
million ¢ 

Mr. Harritu. No; it is not $1 million. I think it is $702,000 for 
the contract. 

Mr. Tuomas. Well, that is a pretty good building, then, is it not? 
You are not going to be ers imped, are y ou? 

I remember that 2 or 3 years ago we wrote into this bill the high- 
est figure which has ever been written into a bill providing that funds 
available for services as authorized by section 15 shall be at rates not 
to exceed $100 a day. 

That is the highest rate known in the Government, and as well as 
I recall this is still the only one at that rate in Government. 

By virtue of that we come up with a $40 million overrun. It does 
not look too good; does it? 

Mr. Castize. Well, going back to your question, Mr. Thomas, there 
has been no influence practiced upon us by anyone in this Gov ernment 
to dictate any of these items here that have been added onto the pro- 
gram. I would like to make that clear. 

Mr. Tuomas. Does that exclude the $12 million giveaway ? 

Mr. Castix. Excluding the $12 million. That was a matter of long 
debate and discussion and many people were involved in it. It seemed 
the better part of valor to make a compromise as it was essential that 
we do so as some decision had to be made. In other words, we could 
not delay the project any longer than we did. It has been most un- 
fortunate that that did delay us about a year’s time in our planning, 
and we started in May 1955 to debate the subject, and we concluded 
in December 1956. 

Mr. Tuomas. Well, I have no further questions, Mr. Chairman. 

Mr. Preston. Mr. Yates, do you have any questions ? 

Mr. Yates. Mr. Rooney is next, Mr. Chairman. 

Mr. Roonry. I yield to you, Mr. Yates. 
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ADVANTAGES IN MEETING DEADLINE FOR CONSTRUCTION 


Mr. Yates. Mr. Castle, you speak of a deadline. What was the 
necessity for meeting that deadline? 

Mr. Castir. Well, the power project is linked to ours in that the 
minute they flood the pool it floods out the 14-foot canal on the Ca- 
nadian side. Therefore, we have got to have our canal and our locks 
available on’ the south side of the boundary in order to handle the 
river traffic, and we felt that as soon as they got their pool raised and 
they put the power on the line that we should have a revenue from the 
tolls based upon the tonnage which passed through our facility. 

Mr. Yates. Will the New York power project begin to make reve- 
nue at that time, too? 

Mr. Castir. As soon as they begin to get their generators operating. 

Mr. Yares. It was in the interest of the power authorities, then, to 
see that that project was completed ; was it not? 

Why, then, should not theirs be the cost? The deadline was really 
theirs to beat. 

Mr, Castie. Well, it was important to us also, to be ready by the 
time that they set their own deadline. We had to provide services 
when they flooded out the 14-foot canal. 

Mr. Yares. But the loss in revenue that would accrue as a result 
of going over the deadline would accrue to the power authorities’? 

Mr. Castir. Not necessarily; they would accrue to us also. 

Mr. Yares. In what way? 

Mr. Castie.. We will gain by a season, say, revenue from tolls if it 
were not postponed. 

Mr, Yates. You would gain then to the extent of $12 million worth? 

Mr. Castiz. Oh, no, sir. It would be a year of toll revenue, or a 
vear of no revenue at all. 

Mr. Yates. Well, would the amount we receive in tolls compare 
with the amount we are paying for this? 

Mr. Caste. No, sir. This is a permanent investment. 

Mr. Yares. But, the onus was on the power companies to meet the 
deadline because their revenue would start as of that time. 

Mr. Castie. Well, it does not start exactly at that time. I do not 
know how many months it takes to turn these generators to get them 
into operation. 

General Hotie. They expect to have power on the line in September 
1958. 


POSITION OF GENERAL ACCOUNTING OFFICE ON EXPENDITURES FOR POWER 
PURPOSES 


Mr. Yarrs. You agree it was to the advantage of the power com- 
panies that the deadline be met? If the negotiations were going to 
be prolonged, the one that would be hurt would be the power com- 
panies rather than the seaway itself? 

Mr. Caste. I would not say that because we have made a commit- 
ment to the two power entities that we were to be ready on July 1, 
1958, and we are meeting that commitment. 

Mr. Yates. Has the GAO approved this compromise ? 

I understood somewhere in this justification that the GAO takes the 
position that the Seaway Corporation is limited to navigation pur- 
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poses. Can you, therefore, expend money for power purposes, as you 
do in this compromise ¢ 

Mr. Castrie. Well, we do not plan to spend any money for power 
pur port 

There was a question as to just how that was to be divided between 
power and navigation value in the south channel. 

Mr. Yares. And has the GAO: approved it? 

Mr. Harritt. They mention that in the audit reports as to what 
has been done, and in discussing the last audit report they said we 
should bring it before the committees when we asked for the increase 
in borrowing authority to cover the cost. 

Mr. Yares. In other words, they have not approved it, then ? 

Mr. Harri. Well, they noted it and included it in the audit re- 
ports. They have not disapproved it, either. 

Mr. Yates. But they are probably looking for legislative authority. 

Mr. Harrity. They have asked us to bring it before the Congress 
and clear up the matter, because there are two sides to the issue. 

The power people views are that they are required only to perform 
only such excavation downstream as was necessary to lower the tail- 
race, and they did not need all of this extra dredging that we would 
require for navigation. 


TOLL CHARGES AND PAYOFF OF BONDS 


Mr. Yates. Does your authorizing legislation require you to charge 
tolls which will pay off the bonds no matter how high the tolls are? 
Mr. Harry. We are charged with the responsibility of setting a 


toll rate that will recover the cost and retire the debt in 50 years, 


NUMBER OF SEAWAY LOCKS AS TO REVENUE TO UNITED STATES 


Mr. Yates. Originally, there were supposed to be 4 Canadian sea- 

way locks and there were supposed to be 3 United States locks. The 
United States for some reason did away with the Port Rockway lock 
so that now the division is 5 Canadian locks and 2 United States 
locks. 

Will the tolls that we receive as a result of this permit us to pay off 
the revenue bonds? 

Mr. Castire. That is our estimate now. 

Mr. Yates. Well, you do not really have any estimates yet, do you, 
because you do not know what your ultimate costs are going to be? 

Mr. Castrir. That is right, but as close as we can estimate it, we 
will take care of this investment; 75 cents of every dollar we collect 
from tolls will go back to the Government for interest and principal. 

Mr. Yates. Well, is the information concerning what your annual 
outlay and your estimate for operations and maintenance during the 
50-year period confidential ? 

Mr. Castrie. May we have this off the record, Mr. Chairman / 

Mr. Yates. Well, I just asked whether the information itself 
confidential. 

Mr. Castie. Yes; it 
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DETERMINATION OF TOLL RATES 


Mr. Yares. Then, I would like to find out what your estimates are 
predicated upon because I wonder whether they are predicated on the 
old basis of expenditure or on the new basis, or what you propose to do, 

Mr. Caste. Is this off the record ? 

Mr. Roonry. Why should it be off the record? 

Mr. Castie. We are negotiating, Mr. Rooney, with the Canadians 
on the matter of tolls. We have agreed that until we have more 
firmed-up information on estimated tonnage flow and costs that we 
should not announce or agree upon a toll rate. 

Therefore, I do not feel that I am in a position to disclose informa- 
tion which is not finalized yet. There is a complete study being 
made between the two countries, and I think that is something I cannot 
answer at this time on the record. 

Mr. Tuomas. Well, the answer is you just do not know. 

Mr. Rooney. Tell us about this off the record. 

Mr. Preston. Yes; I think that ought to be off the record. 

(Discussion off the record.) 

Mr. Yates. You still have not established the rates ? 

Mr. Castix. No; but we have explored it far enough so that without 
question we will be able to retire this debt which we will owe to the 
Government. 


AGREEMENT WITH CANADA TO USE OF SEAWAY 


Mr. Yates. Some of that previous answer, I think, should have 
been on the record in connection with the next question I want to 
ask you. As a result of not constructing the Port Rockway lock and 
permitting Canada to construct that lock, have we not placed Canada 
in the position to have a canal of its own on its side of the boundary ? 

Mr. Castix. That is right. 

Mr. Yates. What is to prevent Canada from using or seeking to 
have all the shipping go on its side of the boundary? Would not this 
have a bearing on the revenues that we would receive? 

Mr. Castie. Well, they have very openly expressed the opinion that 
some day they might build an alternate seaway but they have agreed 
not to do so until traffic justifies it, and not before consulting with 
our Government. 

Mr. Yates. You have an agreement with Canada now that they 
will not use an all-Canadian seaway from the time the seaway is 
opened ? 

Mr. Castie. All I can repeat is that the exchange of notes detailed 
that they would consult us before they did such a thing, and they 
would not consider it until the traffic justified this. 

Mr. Yares. Is this a formal agreement ? 

Mr. Castix. Yes, sir. 

Mr. Yares. This is an agreement that is binding on Canada which 
will not find the United States high and dry, so to speak, and in no 
position to assure payment of these bonds because chipplae will be 
using the Canadian seaway. 

Mr. Caste. Well, I cannot judge what the future may be and 
what may take place in the future. 

Mr. Yates. Well, would it be a breach of this agreement if that 
happened ? 
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Mr. Castie. What they said, and I repeat again 

Mr. Yates. Is this an executive agreement ¢ 

You said there was an exchange of notes. Is this a formal agree- 
ment 4 

Mr. Castix. That is right; between the External Affairs Depart- 
ment and State Department. They set forth that it is not their inten- 
tion to develop an alternate seaway at this time, and they would do so 
only after consultation with us, and when the traffic justified it. 

Mr. Yares. The fact remains, however, that they will have such a 
seaway ; will they not ? 

Mr. Castie. I do not think so; no 


FUTURE USE OF WELLAND CANAL 


Mr. Yates. Are not they widening the Welland Canal to take care 
of these ships ? 

Mr. Castie. They are depening it. 

Mr. Yares. They are deepening it in order to take care of cean- 
going ships ¢ 

Mr. Castie. That is all a part of the whole joint seaway project. 

Mr. Yates. Well, we do not have any pictures of the seaway here? 

Mr. Harrizi. You will notice, Mr. Yates, that on the map here 
[indicating | the United States’ section of the seaway is in green. All 
of the Long-Sault Canal will be on the United States side, as well 
as two locks. The existing 14-foot canal in Canada will be flooded 
out, and in order to have an alternate seaway, they will have to dig 
another canal and have locks to lift the ships up to, say, 90 feet. 

Mr. Yares. On their side of the boundary ¢ 

Mr, Harriti. Yes, sir. 

Mr. Yates. Is there no canal there now ? 

Mr. Harruu. There is a 14-foot canal, but that will be flooded 
on July 1, 1958, and after that time all vessels will have to come 
through the American side, as you can see from the map. 

Mr. Yares. Those are vessels with a draft of over 14 feet? 

Mr. Harriti. Even the 14-foot vessels will be unable to go up the 
Canadian side. The 14-foot canal will be flooded out. 

Mr. Yates. And made not usable? 

Mr. Harriuy. That is right, for through ships. Now, the 14-foot 
canal will go up to the city of Cornw all, but ships cannot get into 
that reservoir. There will be no entrance on the Canadian side after 
the power reservoir is filled. 

Mr. Yates, What will be the distribution of funds from the tolls 
now on the basis of the investment ? 

Is it two-thirds to Canada, and one-third to the United States? 

Mr. Caste. Yes, sir; approximately that ratio. 


DREDGING FOR SOUTH CORNWALL PROJECT 


Mr. Yares. Do the estimates which you have given this committee 
include dredging for the South Cornws all pr oject ? 

Mr. Castixz. Yes, sir. 

Mr. Yates. Is this going to be performed by the United States or 
Canada? 
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Mr. Castix. The United States. The Canadians are doing the work 
above the boundary line. 

Mr. Yatrs. What is the estimated cost of this work? I do not have 
reference to the Canadian work, but I have reference to the South 
Cornwall dredging. 

Mr. Sretiar. The South Cornwall dredging in the United States 
program involves a total of around $18 million, sir, of which $6 
million will be a contribution from the Power Authority of the 
State of New York, as presently estimated. 

Mr. Yates. Will this dredging make Cornwall a deepwater port ? 

Mr. Castix. Not our dredging, but they are dredging on the north 
channel in order to bring 27-footers up there to their own port as we 
will have at Massena. 

Mr. Sveciar. We have a picture up here on the wall, Mr. Yates, of 
the situation. The Canadian Seaway Authority, a federal govern- 
ment entity, is dredging this channel which will give access to the 
Cornwall waterfront, as Mr. Castle just said—a 27-foot access. 

Mr. Yates. This is work which would have to be done in order to 
have an all-Canadian waterway in the future; is it not? 

Mr. Sretiar. Yes, sir; and that is mentioned in the notes. 


SIZE OF SHIPS TO BE USING SEAWAY 


Mr, Yates. Have there been any restrictions as to the size of the 
ships that have been negotiated between the St. Lawrence Seaway 
Authority and Canada? 

Mr. Castix. We have expressed a preference that a ship of 715 
feet in length be the maximum for a matter of dispatch, but the use- 
ful length of our locks is 765 feet. Therefore, some ships that are 
now on the drawing boards could carry ore up to 729 or 750 feet 
length, and still be transited through our locks. They will carry some 
20,000 to 25,000 tons of ore. 

Mr. Yares, Is the size of the ships that we thought would be wise to 
accept for this waterway being restricted as a result of Canadian 
insistence ? 

Mr. Castix. No, sir. 

Mr. Yates. When this canal is finished, how far along the Great 
Lakes would permit ships of 27-foot draft to come in? 

Mr. Castir. Well, at the present time in the St. Marys River the 
upbound traffic is 21 feet, is it not, General ? 

General Hottx. Yes, sir. 

Mr. Castip. The downbound traffic is 25 feet. That is in the area 
of the St. Clair, St. Marys, and Detroit Rivers. 

These channels will be deepened to 27 feet under the connecting 
channels bill, which will be complete about 1962. 

Is that about the date on that, General ? 

General Hottie. That is right; about 5 years. 

Mr. Yates. Why did you Sem a complete modification of the relo- 


cation plan of the New York Central Railroad bridge? 

Mr. Castie. Well, we saved a net of between $2 and $3 million out 
of that. 

Mr. Yates. You saved that much in costs? 

Mr. Castie. Yes, sir. The realinement would have cost us that 
much more money. 
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MINIMUM ANNUAL REVENUE FOR 50-YEAR PAYOFF 


Mr. Yates. Is it confidential information to ask you what the mini- 
mum annual revenue is required to make the project pay off in 50 
years ¢ 

Mr. Casttx. No; I think that if we can develop a volume of cargo 
and employing a toll that will attract shipping we ought to develop a 
range of $23 million to $26 million worth of revenue. 

Our portion of that would be about $8 million based on some pre- 
liminary studies. That would take care of our administrative over- 
head, our operation costs, and the balance to apply to both interest and 
principal. 

Mr. Yares. Do you have an idea as to what the total amortization 
and interest cost will be? 

Mr. Castir. No, sir. 

Mr. Harriti. On a 3.5-percent interest rate for $133 million, plus 
$10 million in interest, we will pay back to the Treasury about $170 
million for interest, in addition to the $143 million for the invest- 
ment in the seaway. 

About 75 cents of every dollar of toll revenue will go back to the 
Treasury. 

REVISION OF LOCKS AT SAULT STE. MARIE 


Mr. Yates. Revising the locks at Sault Ste. Marie was a project 
that was estimated to cost $114 million; was it not? 

Mr. Caste. It is up a little bit now. 

General Horie. It was estimated at about $150 million, but the 
locks at Sault Ste. Marie do not have to be modified. It is the con- 
necting channels. 

Mr, Yates. We have legislation on the books now for that project; 
have we not? 

General Horie. Yes, sir. 

Mr. Yates. That is not involved in this estimate at all; is it? 

General Hotz. No, sir. 


DISCUSSION OF FACTORS CAUSING INCREASED CONSTRUCTION COSTS 


Mr. Yates. Have you brought your estimates up to date on that, 
or will we be faced with the pomibility of having an increase in appro- 
priations at that time such as we are faced with here? 

General Hox. I hesitate to speak for the Chief of Engineers 
since I am the special assistant for the St. Lawrence seaway matters, 
but I will offer the statement that at present we are under our esti- 
mates in the $22 million that we have obligated this year. So, the in- 
dications at present are that the connecting channels will cost less 
than they have been estimated and less than $150 million. 

Mr. Yates. Were those the 1952 estimates? 

General Hoxie. No, sir; these are 1955 or 1956 estimates. 

Mr. Yates. Have you brought them up to date to reflect the infla- 
tion that we have been reading about in these justifications? 

General Hotz, I am sure they will be brought up in the estimates 
submitted for this appropriation this year by the Chief of Engineers. 

Mr. Yates. Somewhere in this justification I read that the costs were 
increased from 1952 as a result of an inflation of 22 percent or 22.5 
percent in labor and materials. 
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Does my memory serve me correctly ? 

General Hotix. That is correct ; yes, sir. 

Mr. Yates. How do you account for such a large inflation? The 
argument has been made that inflationary pressures have resulted in 
only a 3-percent increase according to the statistics that come out of 
Government bureaus. Why, then, have your costs gone up 22 percent? 

General Hoiix. These are based upon Engineering News-Record 
indexes. 

Mr. Yares. Is that more accurate than the records we derive from 
the Government bureaus ? 

General Hoe. I do not think I am qualified to answer that ques- 
tion, Mr. Yates. 

Mr. Yares. Well, it seems such a tremendous increase due to infla- 
tion. Is this increase just due to cost of material and labor, or have 
they gone up as much as 22.5 percent ? 

General Hotie. Yes, sir; direct costs. 

Mr. Yates. Since 1952? 

General Horie. Yes, sir; construction costs have. 

Mr. Yates. What portion of that is material and what portion of 
that is labor ? 

Mr. Srexxar. I am afraid we could not segregate that for you, sir. 
It all becomes intermixed in making an estimate. 

Mr. Rooney. That does not apply to equipment; does it? 

Mr. Sretiar. The Engineering News-Record construction-cost 
indexes ? 

Mr. Rooney. That is the 22.5 percent that you spoke of ? 

Mr. Srecxiar. That is correct, sir. 

Mr. Rooney. And that does not include the cost of equipment items; 
does it ? 

Mr. Sretuar. The formulation of that estimate does not include 
machinery and equipment, sir. It deals with a skeleton block of the 
construction such as so much concrete, so much steel, so much wood, and 
so much labor. 

Mr. Yares. Is labor or materials the largest factor in that increase ? 

Mr. Sretxar. It is a substantial factor, but the materials element is 
there also, sir. 

Mr. Yates. And that has gone up substantially, too? 

General Horie. Oh, yes, sir. Because the increased labor rates are 
refiected in the increased material cost. Of course, with different 
kinds of construction jobs the proportion of labor and materials varies 
widely. For example, in levee construction, which is dirt work, the 
cost can be divided almost one-third labor, one-third for the equip- 
ment, and one-third for fuel. There is no material, actually, or the 
earth that is used is relatively inexpensive; whereas, when you get 
into building construction, you get an entirely different proposition. 

Mr. Yates. Has the completion date been set back, too, as a result 
of your new estimate? In other words, will the date when the project 
is fully completed be set back ? 

Mr. Castte. No, sir; except there will be a few refinements that 
we probably could have done had we not had certain handicaps or 
delays, but we will have navigation there on the target date of July 1, 
1958. 

Mr. Yates. Well, that is a year from now. 
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Are your contracts firm, or are they still liable to be more expensive? 

Do you have escalation clauses in them ? 

General Hotter. No, sir. 

Mr. Yates. These are firm contracts that you are now giving us? 

General Hote. Yes, sir; except, of course, those where the con- 
tracts are not made; they are estimates. 


TIMING OF NEW AUTHORITY TO INCREASE BORROWING 


Mr. Larrp. Mr. Chairman, when was it determined that this bor- 
rowing authority would have to be increased ? 

Mr. Castie. Sir? 

Mr. Larep. When was it determined that this borrowing authority 
would have to be increased ? 

Was that done within the last 6 months? 

Mr. Castie. I would say within the last 9 months. 

Mr. Larrp. Within the last 9 months? 

Mr. Castie. Yes, sir. 

Mr. Lairp. In the testimony before the committee last year the 
figure was about $86 million. 

“Mr. Caste. Yes, sir. 

Mr. Larrp. And now you estimate it as $133 million; is that correct ? 

Mr. Caste. That is right. 

Mr. Latrp. And this is attributed to inflation 4 

Mr. Castie. No; not entirely. 

Mr. Yares. Just one-third of it. 

Mr. Castte. It is about one-third, but it is attributed largely—if 
you would get your justification sheet, Mr. Laird 

Mr. Lairp. Yes, 1 have it here. 

Mr. Casrie. You will find there the itemized items or the items 
listed and the amounts thereafter which are contained therein. 

Certain costs have been imposed upon us that we could not anticipate, 
like navigation aids and restraining docks, and things of that sort, 
but we had to have them for proper navigation operation. 

Mr. Latrp. Well, this authorizing bill was on the floor of the Con- 
gress in the 83d Congress, and there were certain claims made by people 
opposing the bill that this would be the case, and those of us who 
supported the bill, of course, took a different position. Evidently, the 
opponents of the bill were correct ; is that right ? 

Mr. CastLr. Well 

Mr. Larrp. I hate to be in that position, but it would look like that 
was the case. 

Mr. Rooney. I might say that, strangely enough, I voted against it. 

Mr. Castie. Well, we are all there, Mr. Rooney. In fact, I had 
hoped that we could come out with this thing well below the original 
$88 million, and we started out with high hopes. However, all of 
these things were presented to us, and they had to be accomlished; 
that is all there was to it. 

I did not find it any more pleasant than you do to have this result 
here. 

Mr. Rooney. What is hard for me to understand is that this hap- 
pened within a 9-month period. 

Mr. Castier. Well, keep in mind, Mr. Congressman, that right after 
that—March of 1956—we received our bids on our locks, which were 
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the beginning of a major part of our cost increases in certain contracts 
which had not been anticipated, and then the dredging work and 
the cost escalation and other things that were added onto our shoulders 
brought this about. It all happened awfully quickly. 

Mr. Preston. Mr. Laird, if you will permit me to interrupt you at 
this point, I think the record ought to establish the fact that the $87 
million figure is not the correct base, and that the $18 million which 
was later called $21 million was deducted by agreement to defer cer- 
tain work which will not be accomplished. So the proper base to be 
talking about is $67 million up to $133 million. 

Mr. Larrp. Well, whether it is $67 million or $88 million, there is a 
terrific increase in authorizational authority facing this Congress. 

There were some questions asked here about a $12 million “give- 
away.” From the questions and answers it did not seem to me that 
that was a proper term for the renegotiation which cost an additional 
$12 million. 

Do you think that is a proper term for that? 

Mr. Casttzr. No; I donot. I think it was a decision made after a 
very careful examination and scrutiny of the uncertainty as to the 
legal obligation upon both the seaway entities and the power entities. 
I think where we divided it four ways was a very equitable compro- 
mise of a very difficult situation. I would not interpret it as a give- 
away by any means. 


POWER ENTITIES INVOLVED IN SEAWAY 


Mr. Latrp. Now, the power companies involved are the New York 
Power Authority ; is that correct ? 

Mr. Castiz. The New York State Power Authority or the Power 
Authority of the State of New York. 

Mr. Larrp. The Power Authority of the State of New York, and 
the name of the power authority in Canada? 

Mr. Caste. It is the Hydroelectric Commission of Ontario. 

Mr. Latrp. And those are public power authorities ? 

Mr. Castiz. That is right. 

Mr. Larrp. And the people involved in those authorities are em- 
ployees of the Province of Ontario and the State of New York? 

Mr. Castiz. Yes, sir. 

Mr. Latrp. They are not stock power companies ? 

Mr. Castiz. That is right. They issue bonds, but they have no 
stock in the hands of the public, so far as I know. 

Mr. Larrp. The four parties involved that you speak of are all 
public bodies, and they made this decision ? 

Mr. Castiz. That is correct. 

Mr. Larrp. And they are not privately owned groups in any sense 
of the word ? 

Mr. Castix. That is correct. 

Mr. Larrp. That is all I have, Mr. Chairman. 

Mr. Preston. I believe Mr. Yates has one additional question. 


POSSIBILITY OF CANADA COMPLETING SEPARATE WATERWAY 


Mr. Yates. Mr. Castle, in your opinion, do you think the Govern- 
ment oF Camas will construct and complete a separate waterway of 
its own ? 
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Mr. Casriz. Well, to answer that, Mr. Yates, I think that is an 
eventuality, but—— 

‘Mr. Yates. You think it will happen in the future? 

Mr. Castix. Yes; because of the total volume that I anticipate in the 
future. I think at the same time we will have to twin up our side. 

Mr. Yates. If that happens, will we have an American waterway of 
our own, or will we be compelled to use part of the Canadian water- 
way ? 

Mr. Castir. Well, you have always got to come up to Montreal on 
the upper side of the boundary, and you have the Welland Canal in 
the Canadian Territory and you also have the four locks in Canadian 
territory on the St. Lawrence River. So, we have always the Cana- 
dian waterway as part of this. 

Mr. Yares. Is chicos a time limit in the exchange of notes that you 
talked about after which Canada will feel free to use its own locks? 

Mr. Castie. No. 

Mr. Yares. This goes on indefinitely ? 

Mr. Castie. That is right. 

Mr. Yates. There is no limit to that agreement ? 

Mr. Castte. No, sir. 


POWER COMPANIES ESTIMATED COST TO ACTUAL COST 


Mr. Preston. One final question, Mr. Castle: What was the original 
amount that the power companies were to put up? Was that $863 
million ? 

Mr. Castie. I do not know what you are referring to. Are you 


referring to what. their costs are? 

Mr. Preston. Yes, sir. 

Mr. Castiz. One was about $300 million, and the Power Authority 
of New York was about $600 million. I know it was $300 million 
apiece. 

Pr. Preston. Instead of the total amount of $863 million, an erro- 
neous figure, $600 million were to be costs to be incurred by the power 
licensees ? 

Mr. Castix. Yes, sir. 

Mr. Preston. Now, to what extent has that increased ? 

Mr. Caste. Well, I am not familiar with their estimated costs now, 
but I am sure that their costs have gone up somewhat. We figured at 
the very beginning it would be about $600 million for the 2 power 
entities, and $300 million for the 2 seaway entities. Keep this in 
mind, Mr. Chairman: They had an advantage over us, and that was 
they would get started a year earlier. They completed their design 
engineering earlier, and got their contracts let earlier, and at better 
rates, and they obtained their steel and cement and other things they 
consumed a great deal earlier than we did. So they had, I would 
say, about a 12- to 18-month advantage on us, and their cost may not 
have gone up proportionately as high as ours because we got into a 
later field of operation . 

Mr. Preston. Mr. Harrill, do you have any figures on that? 

Mr. Harri. No, sir: I do not. 

Mr. Preston. Do you have any figures as to how much increase in 
cost the power entities have incurred ? 

Mr. Harriti. No, sir; I do not. 
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Mr. Preston. Do you, Mr. Stellar 

Mr. Sreiuar. No, sir. 

Mr. Presron. I wonder if you could obtain that and insert it in the 
record at this point? Do you think you could obtain it? 

Mr. Caste. I imagine we could call them up and see if they have it. 

Mr. Preston. To what extent have they completed their construc- 
tion program ¢ 

Mr. Castix. They will be done about the same time we are. So, 
they must be, I would say, 60 percent along. 

Mr. Sretiar. About that, sir, as compared with 30 percent over all 
on the seaway. 

Mr. Preston. Very well. They will have some better and more 
definite figures about i increases, then. 

Mr. Srerrar. Yes, sir. 

(The information requested follows :) 

Inquiry was made of the Power Authority of the State of New York and the 
Hydroelectric Power Commission of Ontario as to whether they are facing a 
cost overrun and, if so, how much. The power authority responded that they 
expect to complete their work within their financing estimate prepared in 1954. 
The Canadian entity indicated it expects to complete its share of the job within 
the preconstuction estimate or substantially so. Both entities pointed out that 
most of their principal construction contracts were awarded at a time (in 1954 
and early 1952) when there was good competition from the construction indus- 
try, with a number of their big contracts being awarded at less than the 
entities’ estimates. 

Estimated cost of the combined power project is generally reported to be 
about $600 million, with the direct construction cost being indicated at about 
$561 million. 


COMPLETION OF SEAWAY FOR USE TO CHICAGO 


Mr. Yares. Mr. Castle, when are you going to be able to take one of 
these big ships into Chicago? 

Mr. Castir. What do you mean by “big ships” ? 

Mr. Yates. I have reference to these 2 5,000- ton vessels. 

Mr. Castrx. Well, we will take them in in the spring of 1959, but, if 
she is loaded down to 27 feet, we cannot get her through the St. Clair 
and Detroit Rivers until they are completely dredged. 

Mr. Yates. When will that be completed ¢ 

Mr. Caste. In 1962. You see, they do not go through to Chicago, 
Mr. Yates. They unload at Cleveland or Ashtabula or Lorain, and 
they will not go all the way through. They go up with coal at a lower 
draft, and then they bring down ore, and they use the 25-foot draft. 
They will bring a 27-foot draft wp from below Toronto in the St. Law- 
rence River but they will not unload their ore. 


ENTERTAINMENT 


Mr. Roonry. I note you suggest that the committee delete certain 
language with regard to entertainment. Are you taking entertain- 
ment out of your budget? 

Mr. Harritu. No, sir. 

Mr. Roonry. How much is in this budget for entertainment ? 

Mr. Harri. I would explain that, sir 





Mr. Roonry. No; how much isin the budget for entertainment ? 
Mr. Harri. The same as last year 
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Mr. Roonry. $1,500? 

Mr. Harriix. $1,500; yes, sir. The only thing is—— 

Mr. Roonry. Well, maybe we ought to give you the same language 
again if we leave the amount of $1,500 in. 

Mr. Tuomas. No; it strikes it out. 

Mr. Rooney. You see, they have a letter addressed to Senator Hay- 
den wherein the Government Accounting Office says they do not need 
any authority, and now they set up a proposition under which there 
would be no limit on the amount for entertainment. Is that not a fair 
statement ? 

“Mr. Harri. That is right, sir. 

‘Mr. THomas. The General Accounting Office does what? Repeat 

that, please. Did you state they did not need any authority here? If 

that is true, they could spend the whole thing on entertainment. 

Mr. eaeneen: How much have you spent thus far in 1957 for that 
urpose ¢ 

o r. Harrie... We still have, I think, about $300 left. We have 

spent about $1,200 to date. We have enough to carry us through the 

rest of the year. So, it will take at least the $1,500 for 1958. 

Mr. THomas. What page did you say that was on? 

Mr. Rooney. Page 67. 

Mr. Harritz. We have.a copy of the letter. Here is another deci- 
sion on the same type of expense. 

Mr. Preston. These copies we may have? 
~ Mr. Harrmx. You may have those; yes, sir. 

Mr. Tuomas. The basic law has it. 

' Do*you keep an office here now ? 

~ Mr. Caste: We are here now, Mr. Thomas. 

. Mr. THomas. When do you move to Massena? 

‘Mr. Castiz. Next December or January. We will be out of here 
at the end of the year. 

Is there something more, Mr. Preston ? 

_ Mr. Preston. No; that is all. Thank you. 

Mr. Castiz. Thank you, gentlemen. It was good to have seen you 

all again. 
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Program and financing 
| 1956 actual | 1957 estimate | 1958 estimate 
Program by activities: 
1. Economic regulation - . = ee $2, 310, 915 $2, > 050 $3, 130, 950 
itn nndacocpscekansueeesduem . 335, 732 44, 300 480, 300 
3. Accident srereten and analyse... haha agSt ids ope 662, 030 war 000 766, 700 
4. Legal staff activities ___--- ihiesebetlntd dc sapeecdaceihbiaas 311, 057 327, 000 465, 000 
5, Executive direction __ docbbsw hi csdsed 299, 858 299, 000 344, 300 
6. Administration and service activities ___- a 445, 445 441, 650 587, 750 
a een made ebcdceneunesdesnens 4, 365, 087 4, 625, 000 5, 725, 000 
inan 
Unobligated balance no longer available __.-..........--.- Be OG hob id es tib inated kwon 





inne ces wee nding tadge es eseccocesageces 4, 390, 000 4, 625, 000 5, 725, 000 
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Obligations by objects 


| 
1956 actual | 1957 estimate | 


——— 


Total number of permanent positions_ 

Full-time equivalent of all other position 
Average number of all employees... -____- 
Number of employees at end of year_._. 





625 


608 
609 


1958 estimate 


750 





Average salaries and grades: 
General schedule grades: 
Average salary 


$6, 529 
Average grade 


GS8-8.9 


$6, 582 
GS8-8.9 
Personal services: 

Permanent positions_-____- 

Positions other than permanent._______ 
Regular pay above 52-week base 
Payment above basic rates. 


3, 736, 793 
23, 385 
13, 987 
14, 172 


3, 788, 337 
198, 816 
8, 747 

67, 441 
28, 500 
82, 715 

12, 871 

80, 126 
55, 143 
38, 261 


$4, 036, 700 


4, 049, 100 
221, 000 
9, 000 

70, 000 
35, 000 | 
74, 900 | 

12, 000 | 

76, 000 | 





Total personal services 

Travel__ Siu 

Transportation of things. 

Communication services 

Rents and utility services 

Printing and reproduction 

Other contractual services ___- ‘ 
Services performed by other agencies___. 

Supplies and materials d ‘ x 

Equipment 

Grants, subsidies, and contributions: 
Contribution to retirement fund__ 

Refunds, awards, and indemnities _ - 

Taxes and assessments. 





50, 000 
24, 000 | 


ee SSRzses 


— 
~ 


1, 000 | 


2, 445 | 3, 000 | 


oe 
ow 


Total obligations. __.___- 4, 365, 037 4, 625, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE i! 


$4, 390, 000 | $4, 625, 000 
344, 142 258, 952 
834 


4, 884, 786 


ee cdecel 
Obligated balance brought. forward 


Restored from certified claims account__.-..._-_---_- 


ain 


Total budget autherizations available 4, 734, 142 


EXPENDITURES AND BAL4&NCES 


Expenditures— 
Out of cifrent authorizations. __- 
Out of prior authorizations 


| 
4, i 500 | 


$6, 462 
GS-8.9 


$4, 605, 400 


1958 estimate 


6, 051, 786: 


5, 325, 000 
_ 326, 000 





Total expenditures____._._-_- 
Balance no longer available: 
Unobligated (expiring for obligation). de 


Obligated balance carried forward - 





Total expenditures and balances 
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Parmenis fo Arm Carriers 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 








Program by activities: 
dn canawenwaa $2, 107, 857 $1, 162, 463 |-..,--..-...4 
2. Local service carriers..................-....-- eee 23, 167, 895 27, 068, 004 $29, 335, 000 
ie SD Ili i tacrnk, Mle iin oc snannaunnaconnenana 2, 624, 479 3, 229, 913 4, 813, 000 
4. Alaskan operations.__......2..............--- eS BS ates 7, 264, 402 7, 561, 519 7, 375, 000 
rr ens coco cocks scnuood 131, 832 284, 627 283, 000 
ana cnneapenhonnsoascsecelsacceseocennce|ocnensehthiee sail cene 
Br ENED INNIS ME alo icensccndnnnsncansdeledsuconpasace ds ehccaiinsdepishbseeel hss ~dedek 
eee ee ee 779, 492 7, 712, 418 5, 880, 000 
I SE i kn iin citi bi ccnectinones 36, 075, 957 47, 019, 034 47, 686, 000 
Financing: 
Recovery of obligated balances........-................-.. —5, 212, 795 —9, 596,224 |.__._- ee 
Unobligated balance brought forward !...................- 4, 538, 028 | —17, 098, 810 4, 124, 000 
Unobligated balance (or excess of obligations over avail- 
able balances (—)) carried forward____................-. 17, 098,810 | —4, 124,000 }...-...--..... 
I A Sn ce cccncennee 52, 500,000 | 16. 200, 000 51, 810, 000 





1 Obligations, which are authorized by law (49 U.S. C. 486), exceeded available appropriation balances by 
$4,538,028 on June 30, 1955, and a similar excess of $4,124,000 is estimated for June 30, 1957. 


Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 


11 Grants, subsidies, and contributions....................-- $36, 075,957 | $47,019, 034 $47, 686, 000 





Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 








BUDGET AUTHORIZATIONS AVAILABLE 





sopeeeine ee eit eeacusevebecanescecseoecocens $52, 500,000 | $16, 200, 000 $51, 810, 000 
Balance brought forward: 
Unobligated !..............- PRISCA ate censtimewtesce —4, 538, 028 17, 098, 810 —4, 124, 000 
i Ai ee anna hieemenenenweennullcl 7, 901, 025 6, 144, 830 4, 124, 000 
Total budget authorizations available........._.__.-.-.- 55, 862, 907 39, 443, 640 . 51, 810, 000 














EXPENDITURES AND BALANCES 





Expenditures— 
Out of current authorizations--_...................---. ae 24, 718, 332 16, 200, 000 40, 876, 000 
Es ae 7, 901, 025 23, 243, 640. 4, 124, 000 
Total ex | SS a seineinnsicesidinahl 32, 619, 357 39, 443, 640 45, 000, 000 
Balance carried forward: 
OE A nnd bbl dbbaPnccctsccccctecaescssecces 17, 098, 810 =—~4, 124, 000..)...j.0-%'------- 
il eli nink nendiaehinedadaabns Decitenee 6, 144, 830 4, 124, 000 6, 810, 000 
Total expenditures and balances_..........-.--- ea 55, 862, 997 | 39, 443, 640 51, 810, 000 





1 Obligations, which are authorized by law (49 U.S. C. 486), exceeded available appropriation balances by 
$4,538,028 on June 30, 1955, and a similar excess of $4,124,000 is estimated for June 30, 1957. 


Mr. Preston. The committee will come to order. 

The next item we will take up is the Civil Aeronautics Board, which 
is found on page 178 of the committee print, and page 90 in the sep- 
arate justifications, which are before the committee members. 

We will insert in the record pages 21 through 23. 

(The justifications referred to follow :) 
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Mr. Tuomas. Before you get started, Mr. Chairman, certainly it 
is nice to see our very handsome and able chairman here, Brother 
Durfee. But after all, where are the rest of the brothers? You have 
two of our former colleagues on your Commission. 

Tell them we want them over here to see what they look like. We 
would like to see if you have been treating them right and working 
them hard. 

Mr. DurFee. I can assure you we have been treating them right, but 
if you want them here—— 

Mr. THomas. Certainly we do. We do not want them to high-hat 
us like that. We are old partners. There is Chan Gurney, Brother 
Denny, and who else have you got over there ¢ 

Mr. Durrer. Mr. Minetti. 

Mr. THomas. Surely, we want them, if it is convenient for them. 
Do not put us in the position next year of inquiring where they are. 
Have them over here. We do not want our former colleagues to run 
out on us like that. ; 

Mr. Preston. It might be helpful to you, Mr. Chairman, to have 
some of those present who might have to answer for some things that 
were cut before your assumption of the chairmanship. 

Mr. Durrer. What is that, sir? Do you mean have the other mem- 
bers present ? 

Mr. Preston. Yes. 

Mr. Durree. It might be of help. I cannot anticipate how far we 
are going back into history. 

Mr. Preston. Mr. Chairman, I believe this is your first appearance 
before this committee. 

Mr. Durrer. Yes, sir. 


BACKGROUND OF MR, DURFEE 


Mr. Preston. Before beginning your general statement, if would 
be helpful to the committee if you would just give us a brief résumé 
of your background. 

Mr. Durrer. My name is James R. Durfee. Prior to my appoint- 
ment. as a member and chairman of the CAB in April 1956, I had been 
a member and chairman of the Public Service Commission of Wiscon- 
sin, from 1951 to 1956, and resided in Madison, Wis., the capital city 
of the State of Wisconsin. 

Prior to that, for 25 years I was engaged in the general practice of 
law at Antigo, Wis., the county seat of Langlade County. 

That is my professional background. 

Mr. Preston. That is a good background. 

I think anybody who engaged in the general practice of law for 25 
years. is an qualified to perform almost any type of Government 
service. 

Now, Mr. Chairman, do yon have a prepared statement ? 


GENERAL STATEMENT 


Mr. Durrer. Yes, Mr. Chairman, I am going to attempt to speak 
extemporaneously, as far as possible, and to shorten this up, because 
I know of the demands upon this committee’s time. 

Mr. Preston. Do you wish to insert your statements in the record 
at this point ? 
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Mr. Durreg. Yes, sir. 
(The statements referred to follow :) 


CHAIRMAN’S OPENING STATEMENT BEFORE THE House SUBCOMMITTEE ON APPRO- 
PRIATIONS (1958 BupGrer EstTIMATES) 


This is my first appearance before this committee. It is an honor to be here, 
I am fully mindful of the fact that it also involves a very great responsibility, 
since my task today is concerned with the expenditure of public funds. 

As this committee is, I am sure, well aware, there has been extraordinary 
growth in the development of air transportation during recent years. Because 
this development has an important bearing on the Board’s 1958 estimates— 
which for “Salaries and expenses” reflect an increase of 125 positions and 
$1,100,000—a brief analysis of the growth of aviation over the past 10 years as 
related to the volume of work of the Board’s staff should be of value to this 
committee. 

TI thoroughly understand that only the most unusual circumstances and the 
most urgent need can justify an increase in appropriations for the fiscal year 
1958. I realize, too, that you are probably listening every day to pleas of 
“unusual circumstances” and “urgent need” presented, perhaps, more skillfully 
than I can present them on behalf of the Board. But I shall do my best to 
present you with the facts and the record will then have to speak for itself. 
You, after all, are the ones to judge whether, in the case of the Board, the 
circumstances are, in fact unusual, and the need urgent. 

Aside from budget considerations, a review of economie growth in the air 
transportation industry is particularly timely, I believe, because, as I men: 
tioned a moment ago, a full decade has elapsed since World War II. We have 
compiled data reflecting developments during that span of time. The niost 
important of these are shown graphically in a series of charts which you have 
and which are detailed in the table which accompanies those charts. My pur- 
pose is not to burden you with a mass of figures and therefore I will try simply 
to highlight this material, which covers operations of the certificated carriers 
during the 10 years 1947-56 and has been grouped according to the following four 
categories : 

Traffic, summarized in chart A. 

Scope of service, summarized in chart B. 

Provision for service, summarized in chart C. 

Operational results, summarized in chart D. 

With respect to “traffic,” the percentages of increase range widely but are 
substantial in all eases. Taking the single factor that is essentially a composite 
of them all—overall revenue ton-miles—the increase is from: 934 million in 
1947 to 3.4 billion in 1956, or 260 percent. 

The factors shown to illustrate “scope of service” likewise all demonstrate an 
increase during the 10-year period. Because it reflects not only growth in volume 
but increasing competition (more carriers serving the same points) I would like 
to note particularly duplicated route mileage certificated, which shows an in- 
crease from 290,000 in 1947 to 519,000 in 1956—an increase of 79 percent, 

Turning now to the “Provision for service” category, the highlight figure there, 
we believe, is available seat-miles where the increase is really quite amazing— 
from 12.3 billion in 1947 to 43.7 billion in 1956—or 255 percent. The great: in- 
crease in capacity and speed of aircraft is reflected rather dramatically by the 
fact that while available seat-miles have increased 255 percent the total number 
of aircraft in service has increased by only 62 percent for the same period. _. 

Finally, there is shown a group of items under the heading “Operational 
Results.” Of these data, I invite attention particualrly to total operating reve- 
nue. From 574 million in 1947 the increase is to 1.6 billion in 1955, or: 186 
percent. Only preliminary figures are thus far available for 1956’ but they 
indicate that for that year the increase will be greater than the increase in 
1955 compared with 1954, and hence the 1947-56 comparison is expected to show 
approximately a 225-percent increase. 

Although probably impossible to average statistically, I believe it is conserva- 
tive to consider that in the overall, the air transportation industry has grown 
at least 200 percent during the past 10 years. Not only are more carriers operating 
more aircraft serving many more points, but new types of carriers, services, and 
equipment have come into existence. 
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| I believe the committee will be interested, as I was, to see how air transpor- 
tation is comparing with other forms of transportation. This is shown in a 
separate chart on which there are plotted passenger-miles by rail, bus, and air. 
Domestic air passenger-miles exceeded bus passenger-miles in 1955 and very 
nearly equaled rail passenger-miles in 1956, with the figures 22.3 billion for air 
and 23.6 billion for rail. All indications point to domestic passenger-miles draw- 
ing ahead of rail passenger-miles in 1957. The increase in air passenger-miles 
is particularly impressive because it has occurred during a period of decline 
in the total market, which, as will be noted from the chart, dropped from 69.9 
pillion in 1947 to 62.3:billion in 1956. Expressed as a percent of the total domestic 
market, air passenger-miles have increased from 8.7 percent in 1947 to 35.8 
percent in 1956. 
is Now, all of these figures relate to scheduled operations of the certificated 
carriers only. We have, and will provide the committee with copies, a separate 
table which shows growth in other important areas embraced by the Board’s 
regulatory responsibilities, including: 

(a) Supplemental and large irregular air carrier operations ; 

(b) Air-freight-forwarder operations ; 

(ec) Nonscheduled operations of certificated carriers ; 

(d) Foreign-flag carrier operations ; and 

(e) Flying by business-owned aircraft. 

Here, again, the growth and development have been relatively quite substantial. 
' Viewed from every standpoint, therefore, a steady and impressive growth in 
the air transportation field is readily apparent. That growth has increased 
‘the number and complexity of the problems with which the Board must deal. 
Our capacity to deal effectively with those problems is, of course, a matter of 
direct concern to this committee. In that connection, there is one more point 
I should like to make. The end of the growth in both the scope and complexity 
of air transportation is not yet even remotely in sight. 

‘In 1956 the certificated carriers’ investment in flight equipment was $648 
‘million. Yet the industry has committed itself to the acquisition of approxi- 
mately $214 billion worth of new equipment, of which approximately $1,600 
‘million is for turbine-powered aircraft. This not only expansion on a huge scale 
but involved transition to a whole new era in air transportation. Adequate, 
informed and wise regulation on the part of the Board will, therefore, continue 
to be of the utmost importance. 

At such point as the committee may desire, I will undertake to summarize the 
estimates both for “Salaries and expenses” and “Payments to air carriers.” 


SALARIES AND EXPENSES 


The estimate for “Salaries and expenses” totals $5,725,000, an increase of 
$1,100,000 over the appropriation for 1957. Approximately one-fourth of the 
increase—$248,100—is to cover the Government’s contribution to the civil-service 
‘retirement fund. If agreeable to the committee, I will summarize briefly the 
nature and extent of the various program increases : 

To enable the Board to keep pace with the accelerated program in the field 
of safety, particularly in connection with air-traffic control and the imminent 
transition to jet aircraft: 33 positions, $231,200. At present, positions provided 
specifically for safety activities total 126, broken down as follows: safety regu- 
lation, 33; safety enforcement, 11: accident investigation, 82. 

To enable the Board to give greater attention to the increasing activity in the 
field of commercial rates (passenger and cargo fares) and implement the results 
‘of the general fare investigation now in process: 7 positions, $47,000. At present, 
positions provided specifically for commercial rate activities total 25. 

To more adequately deal with increasing activity in connection with Inter- 
national Civil Aviation matters resulting in large part from the extent to 
which foreign airlines have entered or increased their participation in inter- 
national air transportation: 9 positions, $63,000. At the present, positions 
‘provided specifically for International Civil Aviation Activities total 10. 

To accelerate the processing of route cases and reduce by at least 10 percent 
by the end of the year 1958 the number of route and service applications that 
have been awaiting action 18 months or more since being filed: 15 positions, 
$85,800. At present, positions provided specifically for processing route applica- 
tions total 80. 

To accomplish the second step in connection with staffing the expanded overall 
‘field audit program presented to the Congress in the Board’s 1956 estimates: 25 
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positions—$172,000. At present, positions provided specifically for the field audit 
program total 55. 

To keep pace with the greatly increasing volume of work in the field of economic 
compliance, particularly the growing number of informal complaints from the 
public: 5 positions—$30,000. At present, positions provided specifically for 
economic compliance activities total 24. 

To maintain continuous review of accounting regulations and reporting re- 
‘quirements prescribed by the Board for all carriers; to handle the increasing 
volume of accounting and statistical data; and to obtain close conformance by 
the carriers with the accounting and reporting procedures: 7 positions—$31,000. 
At present, positions provided specifically for accounting regulations and reports 
activities total 20. 

To provide, with the board in its 18th year, a Central Files system essential 
to efficient operations and the longer deferred the larger and more costly the 
undertaking will become: 7 positions—$22,000. 

To provide for indexing of legal materials, which have accumulated in sub- 
stantial volume over the years and which are cited and relied upon as precedents 
in day-to-day decisions: 7 positions—$26,000. 

To enable the Board to print during the fiscal year 1958 Board decisions through 
March 1957 and thereafter maintain the printing of Board decisions on a com- 
pletely current basis: 1 position—$52,000. At present, positions provided 
specifically for printing of Board decisions total 3. 

I have already alluded to the growth of air transportation over the past 10 
years. Many of the factors demonstrating that growth have increased by several 
hundred percent during that period. While it has not been found possible to 
statistically relate that growth to the increase in the Board’s staffing require- 
ments, and while we do not contend that the increase in such requirements is 
in direct proportion to industry growth, I believe it must be self-evident that a 
relationship necessarily exists. Particularly is this so during a period of rapid 
growth and where the nature of the industry is as dynamic and fast changing 
as air transportation. Yet, today the Board has a smaller staff than it had 10 
years ago. 

You may ask this question: If the Board got along all these years with fewer 
people than it had 10 years ago, why can’t it continue to get along with less 
than it had 10 years ago? I asked myself that very question and concluded that 
the answer lies in what “‘getting along” has really meant. I examined into the 
matter and, in summary, this, to the best of my knowledge and belief, is the 
situation : 

In many areas, because of lack of staff, the Board has, over the years, been 
unable to provide Congress with the kind of effective and thorough regulation 
which the act contemplates: Example—field audits of the air carriers. 

In still other areas, because of lack of staff, the Beard has been unable to 
accomplish its work as rapidly as we believe the Congress would desire: Ex- 
ample—as of December 31, 1956, there were pending on the formal docket 557 
applieations, the vast majority of which involved route authorizations, which 
had been on file more than 3 years. 

I would like nothing better than to he here today justifying estimates which 
involved no increase, except to be here justifying estimates which involved a 
decrease. I mean that sincerely. But I must emphasize that we regard ourselves 
as an arm of the Congress. We believe it is our duty to advise you what, in 
our considered judgment, is necessary to do the kind of job we believe you 
want done. The estimates before you reflect an important and major step in 
that direction. Finally, however, I want to emphasize that—having put our case 
before you—we will take whatever the Congress provides us and with it do 
the best possible job that lies humanly within our power. 


PAYMENTS TO AIR CARRIERS 


The current estimates for “Payments to air carriers’ show substantial changes 
in the estimates as originally submitted to Congress in the 1958 budget. The 
changes are detailed in a table which has been furnished to the committee and 
take into account the following developments: 

Various increases and decreases with respect to subsidy accruing for local 
service operations, for a net increase of $109,000 in 1957 and a net increase of 
$934,000 in 1958. 

In the case of Pan American, a reduction from the previous accrual estimate 
of $7,320,551 for 1957 to $2,562,551, a difference of $4,758,000 ; and the elimination 
entirely of $5,516,000 estimated as the subsidy accrual for that carrier in 1958. 
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The current estimates reflect total subsidy accruing for the fiscal years 1957 
and 1958, as follows: 


$43,140,551, a decrease of $4,692,000. 
$39,851,000, a decrease of $4,625,000. 


Converting these figures to an expenditure basis the current expenditure esti- 
mates are as follows: 


$39,443,640, no change from the previous estimate. 
$38,754,000, a decrease of $9,053,000. 


At any given point in time, some carriers will be on a temporary rate. The 
accrual figures reflect for such carriers an estimate of subsidy which those 
earriers will receive under final rates as ultimately established. The expendi- 
ture estimates, on the other hand, reflect actual disbursements during the year 
under either temporary or final rates in effect during the year. Thus, it is the 
accrual figures rather than the expenditure figures which most accurately 
indicate the level of subsidy. 

Turning now to the appropriation requests for 1958. As the estimates show, it 
includes an amount to cover unliquidated obligations as of June 30, 1958. This 
departure from past practice was brought about primarily as a result of advice 
from the General Accounting Office, in response to an inquiry from the Board, 
to the effect that the Board should report, pursuant to section 1311 (a) of the 
Supplemental Appropriation Act, 1955, all unliquidated obligations as of June 
30 of each fiscal year. In revising the budget presentation to conform to the 
above-mentioned decision ,and although not required to do so by said decision, 
it was deemed desirable to present the 1958 budget on a basis whereby all 
obligations would be funded. The enactment of Public Law 863, approved 
August 1, 1956, to improve governmental budgeting and accounting methods and 
procedures Was also an influencing factor. 

Hssentially, the estimate of unliquidated obligations represents the total of 
amounts which will be due for operations during the month of June for which 
billings are not received until July. The expenditure estimates for 1958, as 
previously noted, total $38,754,000; the estimate of unliquidated obligations is 
$3,586,000 ; thus, the total appropriation request is $42,340,000. 

The 1958 estimates for the first time forecast no subsidy for domestic trunkline 
services or for the transatlantic and transpacific operations which likewise will 
be subsidy-free. Of the total estimate of subsidy accruing for 1958 operations: 

$27,805,000 is forecast for local service operations (13 carriers) ; 

$4,024,000 is forecast for helicopter operations (3 carriers) ; 

$6,060,000 is forecast for operations to or within Alaska (8 carriers) ; 

$283,000 is forecast for operations wholly within the Territory of Hawaii 
(2 carriers) ; and 

$1,679,000 is forecast for Latin American operations (2 carriers). 

A similar breakdown for the 5-year period 1954 through 1958 is set forth 
in a table which also has been furnished to the committee. In total, the 1958 
estimate is $24,462,656 less than for the year 195-4. 


GROWTH OF AVIATION AND EFFECT ON WORK OF THE BOARD 


Mr. Durrer. I am informed by my brother members of the Board, 
and by the staff, that this Board in appearing before this committee 
has never, up to date, attempted in any detail to evaluate the tremen- 
dous growth of aviation in recent years, and because of the fact that 
this tremendous growth in aviation has a very important bearing on 
the Board’s 1958 estimates, particularly for salaries and expenses, in 
which we have an increase of 125 positions, and a total increase of 
$1,100,000, I would like to present a brief analysis of the growth of 
aviation over the past 10 years, as related to the volume of work of 
the Board staff. 

I am thoroughly aware that unusual circumstances and most ur- 
gent need must be advanced to justify any increase in appropriations 

or this fiscal year, and I realize, too, that I am probably not alone 


appearing before you urging that most urgent considerations and 
unusual circumstances exist. 
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I imagine that this is typical of other agencies that appear here as 
well. However, we would like to briefly present before the committee 
a brief analysis of what has transpired during the past decade since 
World War IT in the growth of aviation. 

We have prepared a series of charts which I believe you have avail- 
able. I will simply highlight this material, which covers the opera- 
tions of the certificated carriers during the 10 years from 1947 to 
1956. The information has been grouped according to four categories: 
Traffic, which you will find in chart A; scope of service, chart B; 
provision for service, chart C; operational results, chart D. 

Turning to the chart with respect to traffic, the percentages of in- 
crease range widely but are substantial in all cases. Taking the single 
factor—that is essentially a composite of them all—overall revenue 
ton-miles, the increase is from 934 million in 1947 to 3.4 billion in 1956, 
or 260 percent. 

Factors shown to illustrate the scope of service, chart B, also demon- 
strate a tremendous increase during the 10-year period, and reflect 
not only growth in volume, but increase in competition. 

I would like to note particularly on Chart B: Duplicated Route 
Mileage Certificated, which reflects new competition, and shows an 
increase from 290,000 miles in 1947 to 519,000 in 1956, an increase of 
79 percent in duplicated route mileage certificated. 

With respect to provision for service, chart C, available seat-miles 
is, we believe the most significant factor, and there the increase is 255 
percent, from 12.3 billion in 1947 to 43.7 billion in 1956. The great 
increase in Seen and speed of aircraft you will find reflected rather 
dramatically by the fact that, while available seat-miles have increased 
255 percent, the total number of aircraft in service has increased by 
only 62 percent in the same period. 

There is a group of items under the heading “Operational Results,” 
chart D. I invite particular attention to total operating revenue, 
which grew from $574 million 1947 to $1.6 billion in 1955, or 186 
percent. 

Although probably impossible to average statistically, I believe 
that it is conservative to consider that, in the overall, this industry has 
grown at least 200 percent during the past 10 years, with not only 
more carriers, more service, but new types of carriers, new types of 
service, and new types of equipment. 

I believe the committee will be interested, as I was, to see how air 
transportation has compared with the other forms of transportation 
which are under regulation by the Federal Government. 

This is shown on a separate chart on which there are plotted pas- 
senger-miles by rail, bus, and air. Domestic air passenger-miles 
exceeded bus passenger-miles in 1955 and very nearly equaled rail 
poemenaet Se in 1956, with the figures being rail passengers, 23.6 

illion, and air passengers 22.3 billion passenger-miles. 

Mr. Tuomas. Mr. Durfee, will you yield, and I hate to interrupt 
your thought, but with that remarkable growth of 200 percent in 10 
years, will you be thinking up a good answer why they have not shown 
a proportionate decrease in rates? 

ost mass production industries, as their volume increases, their 
unit costs go down. Why should this outfit not do the same thing? 
Just be thinking up a good answer for that. when you get through. 
~ Mr. Durree. All right. I will be ready. 
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The increase in air passenger-miles is particularly impressive 
because it has occurred during a period of decline in the total market— 
that. is, of bus, rail, and air transportation—which dropped from 69.9 
billion in 1947 to 62.3 billion passenger-miles in 1956. 

Air passenger-miles, of the total domestic market in transportation, 
have increased from 8.7 percent in 1947 to 35.8 percent in 1956. 

These figures relate to certificated carriers only. In addition, we 
also have an exhibit showing the tremendous increase in other regula- 
tory responsibilities of the Board: supplemental and large irregular 
air operations; airfreight forwarder operations; nonscheduled opera- 
tions of certificated carriers; foreign-flag carrier operations; flying 
by business-owned aircraft, in all of which we find correspondingly 
remarkable increases. 

Obviously this growth reflects itself in the complexity of the prob- 
lems facing the Board. While we do not maintain that they neces- 
sarily have increased 200 percent, I think it is obvious that of necessity 
there must be some increase in the responsibility which the Board and 
re staff must face and also which we must project ourselves into in the 

uture. 

In 1946 the carriers total investment in flight equipment was $648 
million. As of today, this industry has committed itself, looking to 
the future, to the acquisition of approximately $21, billion worth of 
new equipment—almost four times the present investment in flight 
equipment—of which approximately $1,600 million is for turbine- 
powered aircraft. 

This future expansion must, of necessity, involve tremendously in- 
creased responsibilities for this Board. 

At such time as the committee may desire, I will undertake to sum- 
marize the estimates for “Salaries and expenses” and those for “Pay- 
ments to air carriers.” 

If there are any questions now about the growth of this industry, 
as I have attempted to summarize it here, I will be glad to answer 
them. 

Mr. Preston. Under this procedure, we will be having three sepa- 
rate general statements, which, of course, will run into considerable 
time if we undertake to ask general questions at this point. 

If it is agreeable we will proceed with the “Salaries and expenses” 
item, and then ask general questions. 

Mr. THomas. Why not let him finish his entire statement ? 

Mr. Preston. Suppose you complete your general statement then 
on “Salaries and expenses” and “Payments to air carriers.” 


SALARIES AND EXPENSES 


Mr. Durree. Our estimate for salaries and expenses for fiscal 1958 
totals $5,725,000, which is an increase of $1,100,000 over our appropri- 
ation for 1957. Approximatey one-fourth of this increase, $248,100, 
is to cover the Government’s contribution to the civil service retire- 
ment fund. 

The nature and extent of the various program increases are broken 
down as follows: To enable the Board to keep pace with the accelerated 
program in the field of safety, both in regulation and investigation, 
particularly in connection with air traffic control and the imminent 
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transition to jet aircraft, we are asking for an increase of 33 positions 
and $231,200. 

At the present time, positions provided specifically for safety 
activities total 126, broken down as follows: safety regulation, 33; 
safety enforcement, 11; accident investigation, 82. 

In the field of commercial rates, that is passenger and cargo fares, 
and to implement the results of the general fare investigation which 
is now in process, we are asking for an increase of 7 positions and 
$47,000. At the present time this commercial-rate group consists 
of 25 employees. 

To more adequately deal with the increasing activity of this Board 
in international aviation with respect, both to our own carriers and 
foreign airlines, 9 positions and $63,000 are requested. At the pres- 
ent time, we have 10 positions identified with this activity. 

To accelerate the processing of route cases and reduce by at least 
10 percent by the end of the year 1958 the number of route and serv- 
ice applications that have been waiting 18 months or more since 
being filed, we are asking for 15 new positions, at a cost of $85,800. 
At the present time we have specifically assigned, for processing route 
aapneeenn, 80 employees. 

‘o accomplish the second step in connection with the staffing 
of the overall field-audit program which was presented to the Con- 
gress in the Board’s 1956 estimates, and for which you did provide 
an increase, we are asking for 25 more positions and $172,000. At 
the present time the positions provided for the field-audit program 
total 55. 

In the field of economic compliance, we are asking for an increase 
of 5 positions and the sum of $30,000. We have presently 24 em- 
ployees assigned to that area. ‘ 

oO maintain a continuous review of accounting regulations and 
reporting requirements prescribed by the Board for all carriers, to 
handle the increasing volume of accounting and statistical data, and 
to ebtain close conformance by the carriers with the accounting and 
reporting procedure, we ask 7 additional positions and $31,000. At 
present, positions provided specifically for accounting regulations and 
reports total 20. 

The establishment of a central files system, which I believe we have 
asked for for several years, is essential to eflicient. operation, and the 
longer it is deferred the more costly it will be. The request for that 
item is $22,000. 

To enable the Board to print during the fiscal year 1958 Board 
decisions through March 1957 will entail 1 position and $52,000. At 
present we have three employees assigned to this work. 

Gentlemen, I have alluded at some length to the growth of this 
industry. I think it must be evident that a relationship necessarily 
exists between the growth of this industry and the size of the staff 
required by the Board. This is particularly so during a period of 
rapid growth and a dynamic and fast-changing industry such as avia- 
tion. Yet I wish to point out that, despite this tremendous, dynamic 
growth of aviation over the past 10 years, this Board has a smaller 
staff today than it had 10 years ago. 

In that connection, I would like to refer you to two charts which we 
have presented to you which will, I believe, establish that. 






909 


GROWTH AND EFFECTIVENESS OF CAB IN 10-YEAR PERIOD 


Mr. Tuomas. You would not admit for a minute that the Board is 
not doing as good a job today as it was doing 10 years ago, would you? 
Would you say the Board 10 years ago was doing a better job than 
you are doing now? 

Mr. Durree. Congressman, I am not in a position to make any com- 
parison between what the Board did 10 years ago and what it is doing 
today. 

Mr. Tuomas. What is the purpose of your remark, then? 

Mr. Durrer. The purpose of my remark is to attempt to establish 
that there has not been a proportionate growth, or any growth at all, 
in the size of this Board over the past 10 years. 

Mr. Tuomas. Is the Board doing as good a job as it did 10 years ago, 
or are you doing a lesser job? 

Mr. Durrer. I do not know, sir. My answer would be that within 
the year that I have been on this Board, and which I can testify to 
from my own experience, I think the Congress has a right to expect 
us to do a better job than we are doing right now, and we cannot do that 
with the same size staff that we had 10 years ago. 

Mr. Tuomas. I was of the opinion you were doing a pretty good job. 
I will brag about you. You will not brag about yourself. Iam giving 
you an opportunity to. 

Mr. Durrer. We may be doing a good job, Congressman, but I think 
the Congress would not expect any complacency from this agency, and 
it is the desire of the Board to do a better job. 

Mr. Rooney. Mr. Chairman, will the summary statement of esti- 


mates and appropriations on page 178 of the committee print be in- 
serted in the record? It might be well if it were reinserted at this 
point. na) SEE : 

Mr. Preston. Very well. We will insert the figures at the bottom 
of page 178 of the committee print at this point in the record. 

(The matter referred to is as follows:) 


ESTIMATES APPROPRIATIONS 


$3, 650, 000 | 1949 
Increased pay (H. . Deficiency (2d, 1949) 
187, 000 | 1950 
Deficiency 1950 


70, 000 | Supplemental (3d, 1951) __ 
4, 323, 000 | 1952 

25, 000 
8, 900, 000 

250, 000 
3, 980, 000 
3, 950, 000 | Supplemental (H. J. Res. 
+3, 777, 000 366) 


Supplemental (2d, 1956) __ 
4, 625, 000 


Includes $63,700 for activities previously carrie’ under “Contributions to postal 
revenues” (administration). 


Mr. Rooney. It would appear from this, Mr. Chairman, that since 
1949 fiscal year you have $1,200,000 more in appropriations down there 
at the Board. Is that correct? 
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Mr. Durrer. I assume that is correct; yes. 

Mr. Rooney. Very well, Mr. Chairman. 

Mr. Preston. Have you finished your statement ? 

Mr. Durree. To go to the question that has been asked about how 
the Board has been getting along, in my belief I think that in many 
areas, because of lack of staff, the Board has over the years been unable 
to provide the Congress the kind of thorough regulation that the act 
contemplates. 

I think if you want a very good example of that, which this ecom- 
mittee recently confronted, just last year, it is in the matter of field 
audits of the air carriers. 

Mr. Yates. Would not the best example be Mr. Thomas’ point that 
fares have not come down ? 

Mr. Durrer. Sir? 


SUPERVISION OVER RATES OF CARRIERS 


Mr. Yarrs. Would not the best example of what you are saymg 
be the question asked by Mr. Thomas: “Why have not the fares come 
down?” The CAB has not really undertaken strict supervision over 
rates of the carriers for the past 10 years. 

Mr. Dureer, I would say, sir, that the CAB did not ever attempt 
any overall, general investigation of the fares of the certificated car- 
riers, and specifically the trunkline carriers, until about a month after 
I came to this Board, and I am happy to say that that is one of the 
first things that I voted for. 

Mr. Roonny. We have requested that for a dozen years. 

Mr. Tuomas. Did this committee not urge you to do it and tell you 
if tg did not do it we would do it for you? 

r. Durrer. The committee never told me that. 

Mr. Tuomas. You were not here, but if you will get out the record, 
you will find it there. 

Mr. Durres. I voted for it and I am happy to say there was a unani- 
mous vote of the Board to support it. 

Mr. Rooney. After last year’s hearing? 

Mr. Durree. I was not here at last year’s hearing. 

Mr. Tuomas. He came in about 2 months later. 


Mr. Durree. I can say I came here as Chairman of a Commission’ 


which had regulated rates for 5 years, and I was not appalled at the 
idea of having to face a general fare investigation. 

Mr. Yares. An outstanding Commission, too. 

Mr. Durres. I felt that was a responsibility I had to face up to 
when I became Chairman of this Board and I did it within a month 
after I got here. 

Mr. Preston. Mr. Chairman, will you proceed with your general 
statement ? 

FIELD AUDITS 


Mr. Durrer. Another example in addition to field audits is, I think, 
when we consider that on December 31, 1956, there were pending on 
the formal docket 557 applications, the vast majority of which in- 
volved route authorizations, which had been on file for over 3 years. 
I would regard that as an area in which there can be considerable 
improvement, if we have the staff to do it. 





—— 
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I can say that I would like nothing better than to be here to justify 
estimates which involve no increase at all, but in connection with my 
responsibility to this Board and to the Congress, I believe that the 
time has come, after 10 years—and I repeat, Mr. Chairman, I am 
not attempting to draw any invidious comparisons with what any 
preceding Boards may have done or may not—but I think the time 
has come to take a new look at our resources. It is for that reason 
that we attempted a reevaluation of the size of the job, as related to 
the size of the industry, the increase in the industry, and the fact 
that we have had no increase—in fact, a decrease—over the period. 


PRINCIPAL FACTORS INDICATING GROWTH OF CERTIFICATED CARRIER 
OPERATIONS 


Mr. Preston. At that point I think we will insert in the record 
the chart found at the bottom of the page, showing CAB staffin 
from the years 1948 through 1957, just that portion that is cireled 
with a pencil. 

(The chart referred to follows:) 





Fiscal year | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 


+ +, -- -- + eS 


Number of positions. —._.-- Pudgieths« | 640 684 | 660 577 | 620 | 576 | 558 559 
| 


Mr. Durree. In that connection, Mr. Congressman, we believe it 
might be significant to refer to a chart which follows showing the 
stafiing of the CAA as compared with the CAB, in which is pointed 
out the very significant increase in personnel of the CAA from 1956 
to 1957, from 16,000 to, I believe, 21,000—a very substantial percentage 
increase. We are not suggesting that the increase in our staff should 
necessarily be proportionate to that already provided for the staff 
of the CAA, but we do submit it is somewhat conducive of an under- 
standing of the increasing complexity of the job we have. 

_ I want to assure the gentlemen of this committee that whatever mis- 
givings we may have about the fact that this Board is understaffed 
and I wish to say it without equivocation—that whatever this com- 
mittee sees fit to do, I think the Board will go on and do the very 
best we can, but I do think that I am justified in my first year here in 
attempting to bring before you, as emphatically as possible, what 
impressed me as a very important factor in adequately discharging: 
the responsibility of this Board. 

Mr. Preston... Very well, Mr. Chairman. 

Are you ready to make your general statement concerning payments 
to air carriers ? 

Mr, Durree. Yes, sir. 

Mr. Preston. You may proceed. 


PAYMENTS TO AIR CARRIERS 


Mr. Durrer, The current estimates for “Payments to air carriers” 
shows substantial changes in the estimates as originally submitted to. 
Congress in the 1958 budget. 


89841—57——-58 





912 


The changes are detailed in a table which has been furnished to 
the committee and takes into account the following developments: 
Various increases and decreases with respect to subsidy accruing for 
local service operations, for a net increase of $109,000 in 1957, and a 
net increase of $934,000 in 1958. 

In the case of Pan American, a reduction from the previous accrual 
estimate of $7,320,551 for 1957 to $2,562,551, a difference of $4,758,000, 
and the elimination entirely of $5,516,000 estimated as the subsidy 
accural for that carrier in 1958. 

The current estimates reflect total subsidy accruing for the fiscal 
years 1957 and 1958, as follows: 1957, $43,140,551, a decrease of $4,- 
692,000 from the preceding year; 1958, $39,851,000, a decrease of 
$4,625,000 from 1957. ; 

Converting these figures to an expenditure basis, the current ex- 
penditure estimates are as follows: 1957, $39,443,640—no change 
from the previous estimate ; 1958, $38,754,000, a decrease of $9,053,000 
from the previous 1958 expenditure estimate. 

At any given period in time, some carriers will be on a tempora 
rate. The accrual figures which we have submitted reflect for suc 
carriers an estimate of subsidy which those carriers will receive under 
final rates as ultimately established. The expenditure estimates, on 
the other hand, reflect actual disbursements to be made during the 
year under either temporary or final rates in effect during the year. 

Thus, it is the accrual figures rather than the expenditure figures 
which most accurately indicate the level of subsidy. 

Turning now to the appropriation request for 1958, as the estimates 
show, it includes an amount to cover “Unliquidated obligations” as 
of June 30, 1958. This departure from the past practice, which has 
been followed by this Board in submitting these estimates, was brought 
about as a result primarily of advice from the General Accountin 
Office, in response to an inquiry from the Board, that the Board 
should report, pursuant to section 1311 (a) of the Supplemental Ap- 
propriation Act, 1955, all unliquidated obligations as of June 30 of 
each fiscal year. 

In revising the budget presentation to conform to the above- 
mentioned decision, and although not required to do so by such deci- 
sion, it was deemed desirable to present the 1958 budget on a basis 
whereby all obligations would be funded. 

The enactment of Public Law 863, approved August 1, 1956, to 
improve budgeting and accounting methods and procedures, was also 
an influencing factor. 


UNLIQUIDATED OBLIGATIONS USING AN ACCRUAL BASE 


Essentially, the estimate of “Unliquidated obligations” represents 
the total of the amounts which will be due for operations during the 
month of June for which billings are not received until July. 

Mr. Tuomas. How can you submit an accrual budget for 1958 when 
you have not even an estimate yet for 1957 ? 

Mr. Durrer. An accrual estimate budget for 1957 ? 

Mr. Tuomas. For 1958. That is what you are doing this year, you 


say, and you have not even got a completed budget or accurate estimate 
for 1957 yet. 
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Mr. Durrer, We are submitting here our estimated budget for ac- 
erual in 1958. 

Mr. Tuomas. What is the basis of it? 

Mr. Durrer. And for 1957. 

Mr. Tuomas. What is the basis of the 1958 estimate? You say it 
is on an accrual basis, rather than an estimated basis. 

Mr. Durrer. It is on both bases. 

Mr. Tuomas. That cannot be much change in your old system be- 
cause, after all, you have not gone into the fiscal year. Your estimate 
for 1958 is bound to be predicated on what you spend in 1957. Yet 
your expenditure figure is not complete for 1957. 

Mr. Durrer. What the Budget Bureau asks—— 

Mr. Txomas. I am speaking for myself, regardless of what our dis- 
tinguished friend, Joe Campbell, says over at GAO. I do not want 
any part of an accrual budget. I do not want you handing this com- 
mittee or any other committee a figure and saying, “Here is the bill. 
Pay for it.” We want to write the figure ourselves. 

Mr. Durrer. As I understand, Mr. Congressman, the billings for 
the month of June which would accrue in June are added to the ex- 
penditures for the fiscal year 1958, although actually they are a part 
of fiscal 1957. It was added at the request of the Bureau of the 
Budget, and if the committee wishes to see it, we have a copy of a letter 
from the Bureau of the Budget directing that such procedure be 
followed. 

Mr. Tuomas. We are familiar with that. 

Mr. Durrer. We complied with their request. 

Mr. THomas. You had no other choice. Maybe we will help you, 
though, if you want us to. 

Mr. Mutriean. Do you want this in the record, Mr. Chairman ? 

Mr. Preston. I think to clarify this situation we should insert in 
the record paragraph 2 of a letter dated February 26, addressed to the 
Chairman of the House Committee on Appropriations, from the 
Comptroller General in which he says : 

In prior years the Board reported no unliquidated obligations under the appro- 
priation for payments of subsidy to carriers. This practice was based on the 
theory that, since payments to air carriers are in many cases contingent on the 
tinal disposition of cases pending before the Board, it was impossible to state 
with accuracy or support with documentary evidence the amount representing 
unliquidated obligations. Pursuant to an opinion of this office, the Board re- 
ported such unliquidated obligations as of June 30, 1956, in amounts based upon 
existing subsidy rates and available evidence of subsidy earned by the carriers. 
These obligations are estimated insofar as they are subject to adjustment for 
(1) the retroactive effect of changes from temporary rates to final rates, as may 
be fixed by the Board; and (2) differences between the carriers’ estimates of 
subsidy, and the amount actually payable as a result of audit by the Board of the 
operations of the carriers. 

What you are doing is presenting a budget on an obligation basis, 
rather than cash payment? 

Mr. Mutuiean. Strictly speaking, Mr. Chairman, it would be on 
an accrued-expenditure basis. 

Mr. Preston. That would be an obligation basis, would it not? 

Mr. Mutuiean. Yes, in the sense of including an estimate of un- 
liquidated obligations as of the end of the year. 

Mr. Preston. That is what we usually think of as an obligation 
basis. 

Allright, Mr. Chairman, would you proceed ? 
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»: Mr. Durrer. Essentially, the estimate of “unliquidated obligations” 
represents the total of amounts which will be due for operations 
during the month of June but for which billings are not received until 
July. The expenditure estimate for 1958, as previously noted, totals 
$38,754,000; the estimate of “unliquidated obligations” is $3,586,000; 
thus, the total appropriation request is $42,340,000. 

For 1958 the estimates for the first time forecast no subsidies for 
domestic trunkline service or for the trans-Atlantic and trans-Pacific 
operations which likewise will be subsidy free. Of the total estimate 
of subsidy accruing for 1958 operations : 

$27,805,000 is forecast for local service operations, 13 carriers. 

$4,024,000 is forecast for helicopter operations, 3 carriers. 

$6,060,000 is forecast for operations to or within Alaska, 8 carriers. 
$283,000 is forecast for operations wholly within the Territory of 
Hawaii, 2 carriers. 

$1,679,000 is forecast for Latin American operations, 2 carriers— 
Braniff and Panagra. 

A similar oaeionn for the 5-year period 1954-58 is set forth in 
a table which also has been furnished to the committee. In total, the 
1958 estimate is $24,458,137 less than for the year 1954. 

That completes my statement. 

Mr. Presron. This chart which we have before us also reflects the 
change in your budget estimates reflected in House Document 1167 

Mr. MULLiGAN. Yes. 


SUBSIDY ACCRUALS, 1954-58 


Mr. Preston. We will insert at this point in the record the table 
entitled, “Subsidy Accruals for the First Years 1954 Through 1958’” 
revised as of March 1, 1957. 

(The table referred to is as follows :) 


Subsidy accrual for the fiscal years 1954 through 1958, revised as of Mar. 1, 1957 











1954 1955 1956 1957 1958 

Domestic trunklines............_.__..... $3, 879, 654 | $3,055, 105 | $1, 863,097 | $1,165, 000 0 
Local service operations. _..............- 24, 300, 221 | 22,636, 742 | 24,910,122 | 27, 196,000 | $27, 805, 000 
Helicopter operations pees a 2, 573, 506 | 2,656,025 | 2,784,189 | 3,774,000 4, 024, 000 
Alaskan operations. ...........-_-....... .| 8,302,771 7, 906, 407 7, 620, 445 6, 524, 111 6, 060, 000 
Hawaiian operations._.»................. 689, 145 292, 654 290, 321 285, 000 283,000 
Trans-Atlantic operations. ..._.._.- _--«»| 1,625,147 231, 628 489, 504 437, 656 0 
Trans-Pacific operations ___.._-______- ...| 6,803,103 |—1, 076, 727 67, 412 292, 520 0 
Latin American operations. ...........- 2. 16, 135, 590 | 9,071,132 | 6,419,758 | 3, 468, 264 1, 679, 000 

a i | 64, 309, 137 | 44, 772,966 | 44, 444,848 | 43, 140, 551 39, 851, 000 

} | 





| 
FINANCIAL RELATIONSHIPS BETWEEN PAN AMERICAN AIRWAYS AND 
AFFILIATES 


Mr. Preston. Mr. Durfee, before beginning the general question- 
ing, I wish to call a matter to your attention. 
iring the past 10 years this subcommittee has discussed with the 
Civil Aeronautics Board during our hearings on appropriations the 
relationship between Pan-American World Airways and subsidiary 
and affiliate companies. These discussions have centered particularly 
around the effect these relationships have had on subsidy requirements 
for Pan American. The chairman believes the record should show 
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that on March 8, 1957, the Civil Aeronautics Board, in docket No. 
3596, issued a formal order instituting a general investigation into 
the financial relationships among Pan American World Airways and 
various affiliates. A copy of this order will be included in the record 
immediately following my comments. 

I further understand that your Board has petitioned the circuit 
court of appeals to remand a case to the Board for the introduction of 
sdditionat evidence involving payments made to Pan American. It 
is my further understanding that the two actions referred to above 
were taken after a preliminary audit was made into the fiscal affairs 
of Pan American World Airways and its various affiliates. While I 
believe it would be prejudicial to the Board’s investigation of this 
matter to make the preliminary audit report public by discussing it 
during the hearings to follow, I, nevertheless, think that it would be 
useful for the committee to have a copy of this report for its confi- 
dential use in considering the appropriation requests before it. I now 
inquire, Mr. Chairman, whether you have this report with you today. 
If so, the committee will receive it for its confidential use. In com- 
pliance with the policy of your Board, I now tender you a written re- 
quest as chairman of this subcommittee for said document. 

Mr. Durrer. I present to you, sir, a copy of the preliminary report 
of the air carrier audit prepared by the Office of Carrier Accounts and 
Statistics of the Civil Aeronautics Board dated December 21, 1956. 
Accompanying this report is a letter of transmittal to you as chairman, 
with a request by the Board that this be treated as a confidential docu- 
ment for reasons set forth in detail in the letter. 

Mr. Roonry. The Board itself as yet has not approved the findings 
of the examiner; is that the situation ¢ 

Mr. Durree. No,sir. The Board has ordered an investigation based 
on this preliminary report. 

Mr. Rooney. Is it your contention, being a quasi-judicial body in 
this matter before you, it would not be fair to release the report at this 
time ¢ 

Mr. Durree. Yes. 

Mr. Preston. Now, Mr. Chairman, on the 20th day of March 1957, 
the Board issued an order in connection with docket No. 1706 which 
has to do with mail payments to Pan American and others. In con- 
nection with the issuance of this order, the CAB rescinded—and is 
that the proper term ? 

Mr. Durrer. What is that? 

Mr. Preston. I am speaking now of the payments to the Pan Ameri- 
can affected by this order. 

Mr. Dorrre. The effect of this particular order was to seek to re- 
open the record for the period involved in the trans-Atlantic mail rate 
case. Docket 1706 involved a subsidy period embraced within that 
case from 1946 to 1953. The Board has reached no conclusion as to 
any subsidy over that particular period as reflected in its estimates. 
What we did was to reopen the record. 

Mr. Rooney. That was at a time when the mail pay and the subsidy 
money were carried as one item and disbursed under order of the 
Civil Aeronautics Board? 

Mr. Durrre. Yes. 

Mr. Rooney. And you, by this decision, now seek to go back into 
that period and rescind as to mail pay? 
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Mr. Durrere. Whether a rescission will be involved will be depend- 
ent on the further broadened investigation. What we seek to do is to 
reopen the record, our own record in this docket, and having laid the 
basis by reopening our own record, we have now petitioned d the circuit 
court of appeals to remand the record in this ease, which is now before 
the circuit court of appeals, on appeal by Pan-American, back to us 
so we can determine what we want to do as a result of this investiga- 
tion. 

Mr. Preston. And that is in connection with docket 1706, et al’ 

Mr. Moruiean. Yes. 

Mr. Rooney. And this has to do with the matter of Pan-American 
and its subsidiary corporations? 

Mr. Durrer. Yes. 

Mr. Rooney. It seems to me, Mr. Chairman, if this House com- 
mittee had been listened to many years ago we would have had this 
out on the table long before now. 

Mr. Dvurree. Off the record. 

(Discussion off the record.) 


TRANSATLANTIC FINAL MAIL RATE CASE 


Mr. Preston. We will insert in the record at this point the order 
reopening the record for further proceedings, docket No. 1706. 
(The order referred to is as follows :) 


Order No. B-11146 


UntIrep STArTes or AMERICA, Cryit AERONAUTICS BoARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board at Its Office in Washington, D. C., on 
the 20th Day of March, 1957 


In the Matter of Transatlantic Final Mail Rate Case 
Docket No. 1706 et al. 
ORDER REOPENING THE RECORD FOR FURTHER PROCEEDINGS 


The Board, through a series of orders,’ has heretofore established mail rates 
in the above proceeding for the transatlantic operations of Pan American World 
Airways, Inc. (Pan American) for the past period January 1, 1946, through 
December 31, 1953 and for the future period beginning January 1, 1954.2 The 
rates for Pan American were established in two phases. The first, known as the 
Transatlantic Final Mail Rate Case, involved rates on the basis of the subsidy 
requirements of only the transatlantic operations, while the second, known as the 
Reopened Transatlantic Final Mail Rate Case concerned the establishment of the 
rates on the basis of the need of the carrier as a whole, as required by the deci- 
sion of the Supreme Court in Delta v. Summerfield” Pan American has sought 
review of its mail rate order in this proceeding from the United States Court of 
Appeals for the District of Columbia Circuit, and its petition for review is now 
pending in that Court. 

About June 1955 the Board’s staff began the first system-wide audit of Pan 
American’s operations, and the tentative results thereof, which den! solely with 
the calendar year 1954, have just recently been made available to the Board. 
The aforesaid audit, which is not yet completed, has revealed, for the first time, 


1Order No. E- 8672, September 29, 1954: Order No. E—-8833, December 20, 1954; Order 
No. E-9282, June 7, 1955; Order No. E—95 530, August 30, 1955 ; Order No. B-10117, March 
23, 1956: and Order No. E-10458, July 13, 1956. 

2In the same proceeding the Board also fixed final mail rates for the transatlantic 
operations of Trans World Airlines, Inc. (TWA) and American Overseas Airlines, Inc. 
(AOA) which are not involved in the instant order. 

3347 U. S. 74 (1954). 
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many practices of Pan American which require scrutiny, involving, among other 
things, agreements and transactions between Pan American and other foreign 
and American flag carriers, the charges by and to Pan American arising out of 
such transactions, and related matters. To the extent that a need has been 
demonstrated for a comprehensive review of the relationship between Pan 
American and its associates and affiliates, the Board has already taken appro- 
priate action to this end.’ In addition, however, much of the newly developed 
information has most serious implications concerning the reasonableness of the 
mail rates established for the carrier, not only for the year 1954, but for the years 
1946-1953 as well.’ Thus, the Board has reason to believe, upon the basis of 
analysis audit results now available to it, that 
a. Pan American has failed to charge Uraba, Medellin and Central Air- 
ways (UMCA), a certificated U. S. carrier entirely owned by Pan American 
and operating in Central America, proper costs for aireraft leased to it by 
’an American, contrary to the terms of an agreement filed with the Board 
pursuant to section 412 of the Act and contrary to appropriate principles 
of allocation, thus resulting in apparent undercharges for aircraft rentals 
of $270,000 during the period 1946-1953; and 
b. Pan American has absorbed ground service costs of UMCA at Tocumen 
Airport, Panama, amounting to about $246,000 in the period 1950 to 1953, 
abd $99,000 in 1954, again contrary to appropriate principles of allocation 
and contrary to the terms of an agreement filed with the Board by Pap 
American pursuant to section 412 of the Act, entered into with Compania 
Panamena de Aviacion, 8S. A. (COPA) and other affiliates, including UMCA, 
whereby COPA bills Pan American for the ground services it performs for 
the affiliates, and Pan American, in turn, recovers from the affiliates the pay- 
ments it makes to COPA; and 
ce. Pan American has failed to bill outside companies, including affiliates, 
and contrary to appropriate principles of allocation and agreements therefor, 
with proper charges and rates for airport services it renders such companies 
at a number of airports in Central and South America, and, thus has 
absorbed $4,100,000 of costs in the period 1946-1953 which should have been 
charged to the other companies in aceordance with the said agreements ; and 
d. While UMCA is entirely owned by Pan American, it has not been charged 
an appropriate share of the common pool of overhead costs of the Latin 
American Division; and it is estimated that during the years 1946 to 1953 
Pan American should have allocated $595,000 of such costs to UMCA; and 
e. During the period September 1950 through December 1954, Pan Ameri- 
can overstated its operating expenses by improperly charging $280,000 of 
depreciation expenses, $66,000 in 1954 and $214,000 in prior years, as related 
to $548,000 of flight equipment spare parts which it acquired from AOA in 
September 1950, but which were not given any value by AOA on its books 
at the time the transfer was completed ; and 
f. Pan American failed to allocate to its Miami and Brownsville Over- 
haul Bases, which perform maintenance services for other companies as 
well.as Pan American, a portion of that part of the Pan American system 
General and Administrative expenses charged against the carrier’s Latin 
American Division, estimated to total $1,145,000 during the period 1946-1953 ; 
and 
g. Pan American in numerous instances has deviated from the Board’s 
Uniform System of Accounts or has failed to observe accepted accounting 
principles in the keeping of its books and reeords and in the reporting of 
the results of its operations, with possible distorting effect upon rate matters 
involved herein. 
As a result of these various matters, it appears that Pan American’s subsidy 
needs may have been substantially overstated, and that compliction of the audit 
may disclose other discrepancies requiring further exploration on the Board’s 
part. 
The information that has just been developed in the current audit was not 
apparent from the reports filed with the Board by the carrier and, for the most 
part, could not have been determined from the type of audit of the carrier’s 


‘A formal investigation of such relationships was instituted by Order E—11108, dated 
March 8, 1957. 

6-These are the years involved in the Transatlantic Final Mail Rate Case. The rate 
for Pan American’s Pacific Division for 1954 is open; also the rate for the Latin American 
Division is open for 1952. While substantial effect might be given to the matters here 
involved. for the years 1952 and 1954 in relation to these open periods through application 
ef the offset principle, nonetheless it is doubtful that fully adequate treatment can be 
accomplished on such a restricted and piecemeal basis. 
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books and records which the staff was then equipped to perform. The informa- 
tion relates not only to practices of Pan American in respect to the charging for 
services to affiliates but also to the actual accounting practices of the carrier as 
related to the Board’s Uniform System of Accounts for Air Carriers and other 
pertinent reporting regulations. The detection of this information, therefore, 
required not merely an audit of broad scope but also an integrated audit of the 
entire Pan American system on a simultaneous basis. In past years, the rates 
for Pan American have been determined on a divisional basis for the reason, 
among others, that the magnitude of the problem of determining rates on a 
system basis for this carrier, with its four operating divisions and numerous 
affiliates, was, due to lack of staff personnel, beyond the facility of the Board 
adequately to perform. Because of these limitations, heretofore it has not been 
possible to perform audits of sufficient scope to develop information of the type 
now revealed concerning Pan American as an entity, and it was not until 
fiscal 1956, when the Board received appropriations for a snbstantial increase in 
its audit staff, that such a project could be—and was—undertaken. Under these 
circumstances, the Board necessarily has been required to rely in rate making 
more extensively than it preferred upon the information supplied to the Board 
by Pan American in accordance with the various filing and reporting require- 
ments of the Act. And apart from this, the Board, we think, was entitled to 
assume that the carrier’s reports and filings were correct. 

The Board recognizes, of course, that the information now available to it 
may be subject to substantial qualification. As heretofore noted, the audit 
to date is incomplete, and substantial further investigation and analyses are 
required. Also, it is possible that the questionable areas disclosed by the audit 
may already have been, to some extent, taken into account by disallowances 
made in this or other mail rate proceedings; and Pan American is yet to be 
heard in connection with all of these matters. On the other hand, as we have 
already indicated, the audit may disclose still further areas requiring explora- 
tiontion. In the light of the specific items of information outlined herein, which 
indicate that for the 1946-1953 period alone Pan American’s properly recog- 
nizable expense, which was underwritten with subsidy, may have been over- 
stated by as much as $6,500,000, we think it clearly our duty and responsibility 
to reexamine, in the public interest, the mail pay awarded in this proceeding. 
Moreover, our duty in this respect is plainly evident when it is considered that 
transactions between Pan American and its affiliates aggregate some $50 million 
annually. 

In view of the foregoing, the Board finds that the public interest requires 
that the record in this proceeding be reopened to permit the reexamination and 
reevaluation, in accordance with the standards of section 406 (b) of the Act, of 
the mail pay and rates heretofore fixed for Pan American in this proceeding, with 
a view to determining the changes or modifications, if any, that should be made 
therein in the light of the system-wide audit herein mentioned. Since the 
audit is not yet complete, the particular issues as to which further hearings may 
be necessary are not now fully known and will not be capable of delineation 
until the necessary audit investigations are concluded. At that time the Board 
will issue a further order defining the specific issues to be resolved in the 
reopened proceeding. 

Accordingly, it is ordered: 

1. That appropriate application be made to the Court of Appeals for the 
District of Columbia Circuit in Pan American World Airways, Inc. v. Civil 
Aeronautics Board, Case No. 12,578, for remand or such other appropriate action 
by said Court as may be required in order to permit the Board to proceed in 
accordance with the findings contained herein. 

2. That, effective upon the date of any order issued by said Court remanding 
the aforesaid appeal, or otherwise indicating or giving permission for such 
further proceedings, or indicating that such permission is unnecessary, the 
proceeding known as the Transatlantic Final Mail Rate Case, Docket No. 1706 
et al., be reopened for the purpose and to the extent outlined herein, and the 
Board’s prior orders in such proceeding be set aside to the extent necessary 
to give effect to the Board’s further determinations in relation to Pan American 
World Airways, Inc. 

By the Civil Aeronautics Board: 

[SEAL] M. C. Moutirean, Secretary. 


Mr. Preston. Now, on March 20, 1957, Mr. Chairman, you issued 
order No. E-11145, in which the temporary mail rate for Pan Ameri- 
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can’s transpacific operations for the calendar year 1954 were reduced 
by. $5,936,000 to the level of its service rate. 

Mr. Durrer. Yes. It effects a new temporary rate for Pan Ameri- 
can’s Pacific operations invelving a refund of approximately 
$5,900,000. 

Mr. Preston, At this point we will insert orders Nos. E-11145, and 
E-111083. 


(The orders referred to are as follows :) 


Order No, E-11145 
Served : March 20, 1957 


Unitep States oF AMERICA, CIvIL AERONAUTICS BOARD 
WASHINGTON, D. ©. 
Docket No. 6429 


Pan American World Airways, Inc., Trans-Pacific Operations, Temporary Mait 
Rate 


Decided : March 20, 1957 


Temporary mail rate for Pan American’s trans-Pacific operations for calendar 
year 1954 reduced by $5,936,000 to the level of its service rate. 

The Board’s temporary rate policy is applicable to past periods as well as current 
and future rates. 

Claims for additional final mail pay asserted by Pan American in other pending 
cases will not be recognized as an offset to the reduction of temporary rates 
herein. 

The record does not show that the establishment of the reduced temporary rate 
will impair Pan American’s ability to maintain its operations or do any 
irreparable injury to the carrier. 


APPEARANCES : 
Elihu Schott, for Pan American World Airways, Inc. 
Thomas G. Chew, for the Bureau of Air Operations, Civil Aeronautics Board. 


OPLNION AND ORDER 
By THE BoarD: 


This is a proceeding instituted under Section 406 of the Act by show cause 
order’ of January 9, 1957, proposing a reduced temporary mail rate for the 
Pacific Division operation of Pan American World Airways (Pan American) 
for the calendar year 1954. The show cause order proposed a temporary rate 
equivalent to the carrier’s divisional service rate,? a reduction of $5,936,000 
from the temporary mail pay of $11,402,000 received by Pan American pursuant 
‘to the rates in effect during 1954.2 The case is before us upon Pan American’s 
objection and answer to the show cause order. Public hearing was held before 
Examiner Thomas L. Wrenn who certified the record to the Board for tentative 
decision pursuant to Rule 310(b) (3). 

Pan American contests only the proposal to reduce the temporary rate, and 
not the amount of the rate to be fixed if a reduction is to be ordered. The spe- 
cific objections to the show cause order are (1) that the Board’s temporary rate 


2Order No. E-10935. The instant proceeding is an interim one in Docket No. 6429, a 
proceeding instituted on December 21, 1953, by Order No. E—7981, for the determination 
of new final rates for the carrier’s Pacific Division, The Board previously fixed a tempo- 
saute rate covering the period in question in this case by Order No. E—8275, April 20, 

2 The service rate is 51.77 cents per mail ton-mile. It was fixed by Order No. E-9793, 
November 29; 1955. 

* The predicate for the proposed reduction as set forth in the show cause order, is the 
Board’s temporary rate policy (Part 399.13 of the Board’s regulations) which provides 
“It is the policy of the Board to fix temporary mail rates involving subsidy at a level 
designed to provide only such amounts as are deemed necessary for operations prior to 
the establishment of a final rate but in no case less than the service mail rate. In most 
cases, this objective may be obtained by providing an amount of mail pay equivalent to 
the breakeven need—i. e., the excess of operating expenses over non-mail revenues.” The 
operations in question reported a profit before subsidy and accordingly the service rate 
would be the appropriate temporary rate for these operations considered! alone, if the 
policy is applicable. 
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policy is not applicable in this case; (2) that a reduction of the rate in question 
cannot equitably be ordered without considering counterbalancing claims that 
the carrier has asserted against the Government in other pending mail rate pro- 
ceedings; and (3) that a reduction in the carrier's rate at this time would be 
unreasonable in view of its cash and capital requirements. The earrier has 
supported its position with oral and written testimony concerning its cash and 
‘working capital needs together with testimony setting forth its position in the 
case. Bureau Counsel has supported the rate proposed in the show cause order 
with written and oral testimony relative to Pan American’s earnings and a writ- 
ten statement of position. 

Pan American questions the applicability of the Board’s temporary rate policy 
to “past” periods. Its position is that the policy has been directed only to cur- 
rent and future temporary rates, and is intended only to prevent continuing over- 
payment, not to recapture possible past overpayments. The temporary rate pro- 
gram is a remedial one, created to cope with the problems created by regulatory 
lag. The program was conceived and has been administered as a means of pro- 
viding funds for operations pending final rate determination, to avoid dissipation 
of carriers’ capital. Necessarily, the techniques employed in projecting tempo- 
rary rates for the future do not permit refined analysis. Consequently, projec- 
tions may in some instances go wide of the target, to the detriment either of the 
«carrier or the public. A necessary corollary of the program, therefore, is that 
temporary rates must be subject to revision where necessary either to protect 
the public or the carriers. 

As Bureau Counsel observes, there is nothing on the face of the policy an- 
nouncement to indicate that it was not intended to be applied to all temporary 
rates after its adoption in 1951. There have been numerous instances in which 
the Board has, in connection with the establishment of future temporary rates, 
fixed a reduced rate effective both retroactively and into the future; such 
rates necessarily entail a recapture of mail pay already received by the car- 
rier.* There have also been numerous instances in which the Board has applied 
the policy by granting retroactive increases in temporary mail pay.’ The present 
case is apparently the first instance in which it is necessary to decide whether 
the policy should be applied to reduce a temporary rate applicable only to a 
past period. The answer to this question must be in the affirmative, if we 
examine the basic purpose underlying the policy. The policy of limiting subsidy 
temporary rates to breakeven need (or to the equivalent of a service rate where 
that is higher) was predicated in large part upon the Board’s experience that 
rates in excess of such an amount often resulted in sizeable recaptures when 
final rates were ultimately fixed. Such recaptures have an undesirable impact 
on the carriers which the policy seeks to avoid. Of equal importance, however, 
is the fact that the policy is designed to preclude carriers from having the use 
of Government funds to which they are later found not to be entitled. In this 
latter respect there is no basis whatever for distinguishing between current 
rates and rates for past periods. Ideally, were it possible to administer the 
temporary rate policy precisely at all times in fixing current rates, the need 
would never arise to apply it retroactively. However, the fact that the Board’s 
estimate of a carrier’s temporary requirements proves to be inaccurate is no 
justification for allowing a éarrier to retain funds to which it would not have 
been entitled on a current basis. On the contrary, in view of the necessity 
of making the techniques of temporary rate analysis as summary as possible 
in the interest of more expeditious action on final rates, it would be particularly 
undesirable were we to interpret the temporary rate policy to preclude interim 
revision of excessive temporary rates once fixed. In our opinion sound policy 
requires that temporary rates be subject to upward or downward revision pend- 
ing the determination of final rates at any time revision is required to protect 
the Government or the carriers. We think that this principle is inherent in our 


4 See, e. g., Trans Werld Airlines, Tem ane? Mail Rates, 15 C. A. B. 527 (1952). This 
was the first contested case to come.before the Board. under the present tempprary:.rate 





policy. In that decision we also disposed of contentions similar to those raised by Pan 
American here that the temporary rate policy is unreasonable in that it makes no pro- 
vision for interest, dividends or capital requirements. 

5 See, e. g.. Pan American World Airways, Latin American Division, Temporary Mail 
Rates, 15 C. A. B. 541 (1952). 
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‘statement of policy on temporary rates and that our application of the policy 
over the years has been generally consistent with the principle.’ 

There remains for determination the actual application of the policy to the 
facts of the case before us. The policy statement provides that in most cases, 
temporary rates will be fixed at breakeven need, or a service rate if that is higher. 
As we implied in our initial interpretation of the temporary rate policy in 1952, 
this is not an inflexible mandate.’ When unusual conditions prevail, the tempo- 
rary rate may be fixed at a different level. It is the carrier’s burden, however, 
to demonstrate that conditions justify a higher rate. The record before us con- 
tains no such showing. 

Pan American would have us credit claims it asserts in other pending cases 
against the recovery sought from it in this proceeding. Im fact, to credit the 
claims in any of the three other proceedings brought to our attention would run 
eounter to the very objective underlying the instant proceeding—the avoidance 
of overpayment. Thus, in the pending System Rate Case, Docket No. 8237, we 
have fixed the carrier’s service rates as temporary rates pursuant to the same 
poliey being applied here. In the Latin American Division Case for 1952, the 
Board has fixed a temporary rate, which, though below breakeven need, was the 
maximum we were willing to allow for temporary rate purposes.’ Since the 
temporary rates in each of these cases were fixed at a level calculated to avoid 
overpayment, to recognize Pan American’s claims for aditional mail Pay col- 
laterally in this case would defeat the objective we were trying to accomplish 
there. The third case that Pan American cites in which it has “claims” for 
additional pay is the Transatlantic Final Mail Rate Case,” a case which is now 
before the courts upon Pan America’s petition for review. Obviously, having 
already rejected Pan American’s claims in that case we should not now recognize 
them collaterally in this case in fixing a temporary rate. 

Pan American claims that its current cash position and capital requirements 
preclude a reduction in its temporary rate. The evidence adduced by the car- 
rier relative to its current cash needs and capital requirements™ falls short of 
demonstrating that Pan American will be unable to maintain current operations 
or that it will suffer any irreparable injury as a result of our action. Pan 
American has projected that, barring unforeseen contingencies, it will have 
sufficient cash on hand, at least through September 30, 1957, the date through 
which projections were made, to meet its debt maturities, to make programmed 
payments on aircraft purchases and to cover about three weeks normal cash 
expenses.” On the basis of this estimate, the payback that will be required with 
the adoption of the proposed rate would equal about one to one-and-one-half 
weeks normal cash expenses, assuming that the carrier cannot realize any im- 
mediate cash savings on the tax credit that will result from the refund. Not- 
withstanding the effects of our action on its cash position,“ we cannot conclude 
that the carrier would be unable to maintain its operations on this basis. More- 
over, backing up this reservoir is the carrier’s undenied ability to raise necessary 
additional funds through borrowings. Pan American also contends that the 
repayment of subsidy will leave it with a negative working capital. However, 
this result would obtain only if an outstanding 90-day, $30 million loan were 
classified as a current liability. In fact, it appears that the loan has been 
renewed in the past and there is no reason to assume it will not be renewed in the 
future. Under the circumstances we think it is properly considered a long-term 
obligation rather than a current liability. With this item properly classified, 
the earrier’s working capital will be adequate. 


*Pan American contends that we have not followed the policy in connection with the 
recent court stay of an order that would have recaptured mail pay from Trans World 
Airlines in the Transatlantic Final Mail Rate Case. Our consent to the entry of that stay 
order is not an expression of temporary rate policy. Furthermore, the collection of 
money due in that case is not the responsibility of the Board, as it is here: the Board’s 
a in that case, therefore, was merely a concurrence in the position of the interested 
parties. 

7Trans World Airlines, Temporary Rates, 15 C. A. B. 527 (1952). 

§ Order No. E—10650, October 1, 1956. 

Tonk Order No. E—6992, November 28, 1952, finalized by Order No. E—7017, December 

, 1952. 

1 See Order No. E—10117, March 23, 1956, and orders cited therein. 

11 Bureau Counsel contends that evidence of current cash and capital needs is irrelevant 
to the determination of a past period temporary rate. In view of our disposition of Pan 
American’s contention, we need not pass on the issue of relevance. 

%2 Tr. 8; Exhibit PA-2. 

13-The earrier argues that the cash on hand would not be sufficient were it to encounter 
some unforeseen contingency such as a strike. Over and above the fact that this con- 
tention is purely speculative, it is sufficient to point out that problems of this nature can 
be met if and when they arise. 
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We are cognizant, of course, of the heavy demands that the carrier’s re- 
equipment program makes on its resources. Pan American has not shown, -how- 
ever, that its equipment program will be delayed or otherwise impaired, norhas 
it shown that its borrowing capacity will be unduly constricted, or that its efforts 

.to raise needed capital will be hindered. We therefore cannot find the com- 
pelling circumstances that would warrant the establishment of a rate higher 
than the service rate or warrant a further inquiry into the probability of over- 
payment were we to fix such a higher rate.“ 

In view of the foregoing, and upon consideration of the entire record in this 
proceeding including the argument and statements of position submitted at hear- 
ing through witnesses and counsel, we find that Pan American’s objections to the 
temporary rate proposed in the order to show cause are without merit and that 
the show cause order should therefore be made final. 

IT IS THEREFORE ORDERED, That 

1. The fair and reasonable temporary rate of compensation to be paid Pan 
American World Airways, Inc., for the transportation of mail by aircraft, the 
facilities used and useful therefor, and the services connected therewith between 
the points on its trans-Pacific routes between which the carrier, by its certificates 
of public convenience and necessity was authorized to transport mail, for the 
period January 1, 1954, through December 31, 1954, is a rate of 51.77 cents per 
mail ton-mile. 

2. The rate fixed herein shall be applied to the mail ton-miles carried each 
month. The mail ton-miles shall be computed on the basis of the direct airport- 
to-airport mileage between points served for the carriage of mail. 

3. The compensation provided under the rate fixed herein shall be in lieu of, 
and not in addition to, the mail compensation heretofore received by Pan 
American for mail transported over its trans-Pacific routes for the period January 
1, 1954, through December 31, 1954. 

4. This proceeding will remain open pending entry herein of an order fixing 
final rates retroactive to such time as the Board may determine, which final 
rates may be lower or higher than the temporary rate fixed herein. 

5. This order will be stayed for a period of 10 days from the date of service. 
If no exceptions to this order are filed within such period, the order will become 
effective. If exceptions are filed, the order will be stayed pending disposition by 
the Board of such exceptions. 

Durfee, Chairman, Gurney, Vice Chairman, Denny and Minetti, Members of the 
Board, concurred in the above opinion and order. 


[SEAL] M. C. Mutiican, Secretary. 





Order No, E-11103 
Served: March 8, 1957 


UNITED States OF AMERICA, ClvIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board at its office in Washington, D. U., on 
the 8th day of March 1957 


In the matter of a general investigation into the financial relationships among 
PAN AMERICAN WORLD AIRWAYS, INC., and VARIOUS AFFILIATES pur- 
suant to sections 205 (a), 407, 408, 409, 412, 415 and 1002 of the Act. 


Docket No. 8596 
ORDER INSTITUTING GENERAL INVESTIGATION 


Pan American World Airways, Inc. (Pan American), has for many years main- 
tained close relationships with certain airlines which are listed in Appendix A 


144It should be noted that notwithstanding the recapture of the sums here involved, the 
rate we are fixing will leave the carrier with a return of approximately 6.23% on 
reported Pacific division investment. See exhibit BC-1. Considering the Pacific division 
alone, this return would presumably leave the carrier with earnings substantially in excess 
of what would be necessary to meet payments on debt capital and would contribute a 
material amount to equity interests. In predicating a reduction of the rate exchuisively 
on the earnings of the Pacific division, we do not, of course, foreclose consideration at a 
subsequent date of the question whether, and to what extent, the earnings of the carrier 
as a whole might warrant further reductions in temporary mail pay. 
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of this order (Affiliates) and with other businesses which are listed in Appen- 
dix B. These relationships have been established and maintained through stock 
holdings, interlocking directorates, agreements relating to financial assistance 
and the furnishing of services, personnel, facilities, supplies, and equipment, 
and through other means. 

We believe that a broad review of the financial aspects of the relationships 
among Pan American and Affiliates should be instituted to determine, among 
other things, whether all agreements subject to the Board’s jurisdiction have 
been filed with the Board; whether such agreements are sufficiently specific to 
govern the proper distribution of revenues and expenses among Pan American 
and Affiliates; whether the terms of such agreements are being carried out; 
whether any such agreements are adverse to the public interest or in violation 
of the Act ; and whether sections 408 and 409 relationships have been used, insofar 
as they affect financial transactions among Pan American and Affiliates, in a 
manner adverse to the public interest. We wish to consider, in the large, the 
total effects of the numerous and complex financial inter-relationships. We wish 
also to consider the adequacy of the accounting and reporting provisions attached 
to our previous approvals of various section 412 agreements and sections 408 
and 409 relationships. In addition, we wish to study generally Pan American’s 
accounting and reporting practices with respect to transactions between Pan 
American and Affiliates. Our broad review will encompass past and present 
financial agreements, arrangements, transactions, practices, and sections 408 
and 409 relationships among Pan American and Affiliates, including those entered 
into during the pendency of this proceeding and including amendments, changes 
and modifications thereof.’ 

We believe, further, that this investigation should include a broad review of 
the management and financial aspects of the relationships between Pan American 
and the other businesses listed in Appendix B, insofar as such relationships bear 
upon the operations and financial results of Pan American, in accordance with 
our responsibilities particularly under section 415 of the Act. 

Accordingly, acting pursuant to sections 205 (a), 407, 408, 409, 412, 415, and 1002 
of the Act: 

IT IS ORDERED THAT? 

1. A general investigation be and it is hereby instituted with respect to agree- 

ments, arrangements, transactions, practices, and sections 408 and 409 relation- 
ships among Pan American and Affiliates, including but not limited to those set 
forth in Appendix A and including amendments, changes and modifications 
thereof, to enable the Board to determine whether: 
. (a) All agreements required to be filed with the Board pursuant to sections 
408 and 412 of the Act have been filed with the Board; whether such agreements 
are sufficiently specific to govern the proper distribution of revenues and expenses 
among Pan American and Affiliates; whether the terms of such agreements are 
being carried out; whether any such agreements are adverse to the public interest 
or in violation of the Act; and whether sections 408 and 409 relationships have 
been used, insofar as they affect financial transactions among Pan American and 
Affiliates, in a manner adverse to the public interest ; 

(b) The accounting and reporting provisions attached to our previous ap- 
provals of section 412 agreements and sections 408 and 409. relationships are 
adequate, and, if not, what changes are required therein ; 

(c) The Board should disapprove or attach conditions to approval of agree- 
ments filed with the Board under section 412, whether or not such agreements 
have previously been approved ; 

(d) The Board should attach further conditions of approval of sections 408 
and 409 relationships previously approved by the Board for the purpose of afford- 
ing the Board an opportunity to review and assure itself of the propriety of finan- 
cial transactions among Pan American and Affiliates ; 

(e) Pan American’s accounting and reporting practices with respect to trans- 
actions among Pan American and Affiliates have been satisfactory, and, if not, 
whether the Board should prescribe additional accounting and reporting require- 
ments; 

2. The investigation ordered herein shall include a broad review of the man- 
agement and financial aspects of the relationships between Pan American and 
the other businesses listed in Appendix B, insofar as such relationships bear 
upon the operations and financial results of Pan American. 


1This investigation will be conducted, of course, without prejudice to the processing of 
matters requiring action by the Board in pending or future proceedings. 
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3. The Board may take other or further action as the result of this investiga- 
tion. 

4, Pan American shall preserve and refrain from destroying or removing from 
its possession, during the pendency of this investigation and thereafter until 
further order of the Board, all accounts, records, and memoranda, including 
all documents, papers, and correspondence, now or hereafter existing and new 
or hereafter in its possession, relating to agreements, arrangements, transac- 
tions, practices, and sections 408 and 409 relationships among Pan American and 
Affiliates, irrespective of whether such materials are those of Pan American or 
of Affiliates or of other persons. 

5. Pan American be and hereby is made a party to this investigation. 

6. The proceeding ordered herein be assigned for hearing before an Examiner 
of the Board at a time and place hereafter to be designated. 

By the Civil Aeronautics Board: 


[SBAL] M. ©. MULLIGAN, Secretary. 


Mr. Preston. You have already mentioned in your general state- 
ment the increase you request in connection with the various activities 
shown on page 21 of the justifications. If you could provide us with 
charts—I believe some are in the justifications—showing your work- 
load for each activity, we would consider those at this time. I believe 
the rate activity is found on page 37. 


INCREASE IN RATE ACTIVITY 


What is the general increase in your rate activity? It appears 
that you might have a 60-case increase for 1958. Is that the estimated 
increase ¢ 

Mr. Mutuican. On page 37 there are shown figures with respect to 
commercial rates as distinguished from mail rates. In the table we 
have just distributed we show mail-rates proceedings for the current 
3 years and for some earlier years. The purpose of this mimeo- 
graphed table is to attempt to show over a rather long period of time 
the extent of increase in the workload. 

Mr. Rooney. But this does not show the increases in appropriations. 

Mr. Mutrican. At the bottom of the page, Congressman Rooney, 
is shown the staff for each of the years. 

Mr. Preston. What is the number of positions requested for 1958? 

Mr. Mutuiean. 750 in total. 

Mr. Rooney. If you are going to insert this in the record I would 
suggest that you write that. figure in. 

Mr. Preston. We will insert the workload summary in the record 
at this point. 

(The summary referred to is as follows :) 
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Workload summary (fiscal years) 


! 
| 


Actual receipts 


| Estimated receipts 


1952 | 1056 


. Mail-rate proceedings._..__________- 
2. Regular tariff permissions_.._._____- 

. Special tariff permissions-_.__ 

. Route-Certificate applications - 
5. Total dockets filed ! 


al 
- ‘| 
} 

| 


46 | 
18, 351 | 
1,065 | 

164 | 


20, 655 
1, 132 


51 | 


397 | 
847 | 


i. Accounting and statistical items reported quar: | 
DONE <a-asnse ‘A el Dealer 


; #y 43, 476 | 370,000 | 
. Compliance complaints-___.__........_---.-...-| 179 | 893 
8. Accidents involving aircraft of over 12,500 pounds. | | 107 | 
. Formal accident reports --.- ee | 20 | 29 | 
| 31 

39 | 1 31 
4, 069 
621 | 


. Litigation cases. $d achideh~ 46a S = cncnie 
. Freight-forwarder applications_....______ 
12. Operating schedules filed. ; 
Total CAB positions. -- 





1 Includes all applications docketed such as new routes, route amendments, formal enforcement proceed- 
ings, mergers, consolidations, interchange agreements, ete. 

2 Not available. 

3 Estimated total for 1955 was 69,586. 


Mr. Roonry. It might be advisable to point out that in the current 
year, and estimated for the coming year, the workload is not too much 
more than it was in the year that closed last June 30. 

Mr. Durrre. There is an increase, Mr. Congressman. 

Mr. Muxuican. What this table does not show is the current accu- 
mulation of work on hand. What this table does not show, for exam- 
ple, is that we had on hand as of December 31, 557 docketed applica- 
tions that were more than 3 years old. 

Mr. Rooney. It shows that in the fiscal year 1956 you received 
397 route certificate applications and that you figure the most you 
will have in the current year and in the coming year are 400, an addi- 
tion of 3 applications. 

Mr. Muuican. The 397 were the actual recipts during 1956. 

Mr. Rooney. I am speaking of the receipts shown on your chart, 
and I am pointing out that you actually received 397 in the year just 
passed. The most you estimate for the current year is 400 and the 
most you expect in the coming year is 400. 

Mr. Muuuiean. That is correct. 

Mr. Preston. But prior to that time you had how many on hand? 

Mr. Durrer. 557. 

Mr. Mouiiean. 557 on hand that are more than 3 years old. We 
have a total on hand of all dockets of 1,344. 

Mr. Tuomas. What is the average time that it takes to dispose of 
an application, whether it is for routes, rate, or whatnot? 

Mr. Durree. That is a very difficult question to answer as far as L 
am concerned. 

Mr. Tuomas. In some cases it would take 2 years, I guess, contesting 
it once a week. 

Mr. Durrer. In the local-service cases, which we have consolidated 
for the purpose of working out an overall local-service pattern, appli- 
cations are sometimes running as high as 35 or 40. That is, in one 
area case covering a contiguous area of 6 or 7 States, that becomes 
1 case. 

Mr. Tuomas. How many people are you short to get the backlog 
current ? 
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Mr. Durrez. We are short as many as shown on our estimated 
requirements. 

Mr. Preston. That is 125. 

Mr. Moturean. In this particular area the increase requested was 
a total of 15 positions to work off the backlog in the docket area. 


ADDITIONAL PERSONNEL REQUESTED 


Mr. Preston, Now, the caseload in connection with route and car- 
rier regulations is found on page 43. How many additional posi- 
tions are you asking for for this activity? 

Mr. Motuiean. Fifteen. 

Mr. Preston. And you expect to increase your output considerably 
over 1957? 

Mr. Mutuiean. Yes. 

Mr, Preston. Four hundred and seventy-five against 240 in, 1957? 

Mr. Mutaican. Yes, sir. 

Mr. Preston. Do you expect about the same level of receipts? 

Mr. Mutuiean. Yes. 

Mr. Preston. Now, the backlog we were speaking about a moment 
ago, are some of these involved in that backlog? 

Mr. Mutuican. Yes. 

Mr. Preston. Economic hearings appear on page 60. How many 
additional people are you requesting for this activity? 

Mr. Mutriean. Three. 

Mr. Preston. And you expect to increase the output in this area? 

Mr. Moutiuiean. That is right, sir. 

Mr. Preston. The field audit appears on page 66. How many in 
this activity? 

Mr. Mutiiean. A total of 55 at present, and the increase requested 
is 25. 

Mr. Preston. I believe you have already mentioned the total num- 
ber of each one of these activities in your previous statement ? 

Mr. Durrer. Yes. 

Mr. Preston. In the interest of time, I do not think we will take 
up these items, item by item, at this time, unless someone cares to do 
so in their general questioning. 


OTHER OBJECTS 


On page 133 there is a breakdown of your “Other objects.” 

Is the increase in travel related to the increase in number of em- 
ployees that you are requesting ¢ 

Mr. Muunriean. Yes. Of the total increase in travel, approximately 
$53,000 is in connection with the field-audit expansion, $10,900 in 
connection with the proposed increase in safety programs, and the 
balance is spread mainly to route-case activities and international- 
aviation matters. In all cases, it is geared to the additional staff. 

Mr. Preston. Your printing and reproduction shows an increase 
of $54,000. What.is that related to? 
» Mr. Mutrican. That is in order to enable the Board to become ecur- 
rent with the printing of its bound decisions. Specifically, of the 
amount shown, $49,000 would be to enable the Board to cover’ the 
printing costs of 5 new volumes of bound decisions during the next 
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fiscal year, which would then mean that by the end of the fiscal year 
1958 we would have our decisions bound through 1957. 

Mr. Preston. Now you have an increase of $44,700 for equipment. 
What would that be for? 

Mr. Moutuican. That, again, is geared to the additional employees 
almost exclusively in terms of equipping the new employees. 


INCREASE FOR ADMINISTRATIVE PERSON NEL 


Mr. Preston. Mr. Mulligan, you are requesting 92 positions for ad- 
ministrative purposes to serve 658 others. This is a 14-percent ad- 
ministrative figure. Is not that out of line? 

Mr. Mou1iean. I hope it is not, sir. A large part of that is in con- 
nection with the proposed establishment of the central files system. 
Seven of those positions, in fact, are to undertake that action, which 
we have not been able to do before, and which we feel is very essential 
at this time. At this time the files are scattered and we are relying 
in large measure on individual memories as to where to find certain 
things. We feel the establishment of a central files system is quite 
essential and the longer it is deferred—and the Board is now in its 
18th year—the larger the undertaking becomes. 

Mr. Preston. And the other nine would be related to the increase in 
positions that you are requesting ? 

Mr. Moutarean. That is exactly right. 

Mr. Preston. Would those positions be required anually ? 

Mr. Mouturean. No, sir. 

Mr. Preston. I am talking about after you establish the central 
files. 

Mr. Mouruican. I would hope that having established the central 
files we could maintain them with less people. 

Mr. Preston. How many positions are you authorized for 1957? 

Mr. Mutuiean. Total? 

Mr. Presron. Yes. 

Mr. Mutuiean. 625. 

Mr. Preston. How many do you have on hand filled ? 

Mr. Mutiiean. 604. 

Mr. Preston. In the condition that you are complaining about, Mr. 
Chairman, why have you not recruited up to your number of posi- 
tions allotted ? 

Mr. Durrer. Up to the full number allotted ? 

Mr. Preston. Yes. 

Mr. Motiuiean. The number that we have on the payroll, Mr. 
Chairman, represents the maximum which the funds available to us 
will support. We have certain added factors of cost this year, one 
attributable to the executive pay mcrease in the total amount of 
$25,000. We have had to absorb that. In addition, we have had a 
very substantial increase above our normal requirements for terminal 
leave, which I think perhaps comes about in part from the recent 
change in the Retirement Act. But whereas we had planned at the 
beginning of the year for roughly $35,000 in total terminal leave, it 
now appears that we may be spending about $60,000. The interplay 
of those factors has held our average staffing to a level that is below 
the total authorized, but we cannot afford a higher level. 


89841—-57——-59 
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Mr. Preston. Your request for 1957 was reduced by only $75,000? 
Mr. Mutuiean. Yes, sir. 


OBLIGATIONS 


Mr. Presron., What are your obligations to date? Do you have 
that information available? 
Mr. Mouuuiean. Yes, sir; I have it-right here. Through February 28 
our total obligations figure amounted to $3,089,351, leaving a balance 
available for the remainder of the year of $1,536,649. 


COMPLAINTS ON DELAYED ACTION BY CAB 


Mr. Preston. Mr. Chairman, are you getting many complainis 
about the delay in getting action before the Civil Aeronautics Board? 

Mr. Durrze. Yes, sir; we are. 

Mr. Preston. What is your real problem? Do you have to divert 
people to work on payments to air carriers instead of working in the 
area of making preliminary reports on rate and route cases, or where 
is your real trouble? 

Mr. Durree. I would say, for example, that during the past year in 
the preparation of the report which we have alluded to I believe it 
was necessary in order to do the field audit work of the carrier in- 
volved and its affiliates to divert practically the entire manpower of 
the field audit section in order to get that audit done. 

In the Route Division the work we have represents a long calendar 
of pending cases which has been brought about, in my opinion, be- 
cause of the fact that it has been necessary to concentrate on those 
route cases which, in the opinion of the Board, required urgent atten- 
tion with the result that we were unable to spread our manpower 
over the whole area of route investigations, route cases, and route 
hearings. 

I believe that that exists practically over the entire field of the 
Board’s activities even including safety investigations and safety 
regulations in which the tempo has certainly increased substantially 
within the past year. 

Mr. Preston. I am going to desist from asking further questions 
about mail payments, and leave it to the other members of the com- 
mittee. I do not like to use up too much of the time of the com- 
mittee. At this time I will pass the questioning to the other members 
of the committee. 

Mr. Thomas, do you have any questions ? 

Mr. Tuomas. I will stay off mail pay and let someone else cover it, 
and ask the questions which I have which are not very long: 

Mr. Chairman, I think you made a very fine statement, and I note 
that our colleague over here, Chan Gurney, and Mr. Denny, are here 
with us, and we welcome them aboard. They are old friends of ours, 
and we want to commend them. 

Mr. Gurney. Congressman Thomas, can I have it appear in the 
record that Mr. Minetti would also be here, but he is representing the 
Board in negotiations with the Dutch. 
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Mr. Tuomas. Well, he could not be in two places at one time. Tell 
him we would like to have him, but we understand. 
Mr. Gurney. Thank you, sir. 


ORGANIZATIONAL BREAKDOWN 


Mr. Tuomas. Mr. Secretary, would you take your chart which 
appears at page 1 of your justifications—can you get this over to us 
tomorrow or the next day before this bill is marked up—and put one 
more column there showing the number of employees for 1957 and the 
number you request for 1958 by each one of those divisions, together 
with the supergrades for each division, and then, say, 15 others of 

rade 10 and below. Do you understand? 

Mr. Muuuican. Yes, sir. 

Mr. Tuomas. If you will do that, we can tell exactly what your 
operation is, and about your personnel load. I think it would be a 
big help to you, and it will be a big help to the committee. 

Then, we will get them down on paper right before us, and you will 
ask yourself: “What are 13 people doing in this division ?” 

You might further say “Maybe, we could take 6 of them and put 
them over here, and do a better job.” 

Mr. Mvuiuican. You made, sir, a very excellent. suggestion to us 
2 years ago, and for 2 years we have prepared a functional chart along 
the lines of your suggestion, and I am very sorry we do not have it 
with us today, but we will have it up here tomorrow or the next day. 

Mr. Tuomas. I note you have 650 people here, and you want. to in- 
crease that number. 

Mr. Durrer. That figure is 625. 

Mr. Tuomas. You want to increase from 625 to 750. 

How many people do you have in housekeeping work out of your 
625 who do such work as budget management, personnel work, gen- 
eral service, handle certain publications and minutes, and so forth? 

Mr. Mutuiean. 76, sir. 

Mr. Tuomas. Out of 625? 

Mr. Muuiean. Yes, sir. 

Mr. Tuomas. That is about 12 percent, which is too high right off 
the bat. 

Mr. Motuiean. It is 12.2 percent. 

Mr. Tuomas. It is too high. In which of your bureaus do you 
have your big backlog? Is that in the Rate Division or the Bureau of 
Operations ? 

Mr. Muuiican. That has a substantial backlog; yes, sir. 

Mr. THomas. Well, how many cases do you have, and what is the 
average length of time it takes to dispose of them? I know some of 
them may go for years. It depends upon the appeals and motions that 
the lawyers file, and sometimes you have no control over those things. 

What is the average length of time involved, and what is the back- 
log which you have here? 

Mr. FirzGrratp. The problem depends upon the type of case 
involved. 

Mr. Mututcan. This is Mr. FitzGerald, Mr. Chairman, Director of 
the Bureau of Air Operations. 
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Mr. Tuomas. That is the gentleman who had the bleeding heart 2 
years ago. He did not have enough money. I remember him quite 
well. 

Mr. FrrzGrratp. The form of the proceedings which are involved 
here before an examiner and which are then sent to the Board and 
which are subject to court appeal take anywhere from a year to several 
years, sometimes. 

Mr. Tomas. How many cases do you have pending there now? 

Mr. Durrer. I might say we have two cases pending right now. 
One is an application by seven carriers. 

Mr. Txomas. How many additional personnel do you need in this 
Bureau? This is one of your big areas where you need some person- 
nel, do you not ? 

Mr. Durrer. Yes, sir. 

Mr, Tuomas. The others are your Audit Division and another is 
your safety division. Those are your 3 big places, and you want about 
75 out of your 125 increase in those 8 divisions; is that correct? 


BACKLOG OF SAFETY, AUDIT AND RATES DIVISIONS 


What is this backlog in your Safety Division, and your Audit Divi- 
sion, and the Rates Division? Those are your big divisions; are they 
not? 

Mr. FirzGrratp. As of June 30, 1956, there were 14 formai proceed- 
ings on hand involving commercial rate cases. We expect, roughly, 
30 new cases next year. The significance, however, in this particular 
field is the growth of substantial cases such as the general passenger 
fare investigation. These cases are in addition to the mail rate cases. 

Mr. Tuomas. When did that start growing? You did not give that 
much attention until about last year; that is, the question of fares and 
rates; did you? 

Mr. FrrzGrravp. We are processing the case at the present time, and 
in order to do so— 

Mr. Tuomas. Is that under your jurisdiction ? 

Mr. FirzGrerap. Yes, sir. From the Bureau’s standpoint we par- 
ticipate. 

Mr. Tuomas. Is there a big demand among the carriers now for 
increase in rates? 

’ Mr. FirzGeravp. Yes. .There is also another case pending. 

Mr. Tuomas. I say, is there a large demand and a rather vocal 
demand from the carriers now for an increase in rates 

Mr. FrrzGerarp. That is correct. 

_ Mr. Durrer. Actually, tariffs have been filed by 7 of the carriers 
for an increase of, roughly, 6 percent. 

Mr. THomas. Well, why should not the rates go down? They have 
had a 200-percent increase in business over the last 10 years. Why 
should not the rates be nosing downward instead of upward with that 
tremendous increase in volume ? 

Mr. Dcurrer. Those tariffs, Mr. Congressman, have beei suspended 
pending investigation by the Board, and that is one case which is of 
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a most urgent necessity, because we only have 180 days within which 
the Board must make a finding, and issue an order on those specifi¢ 
tariffs which have been filed. 

Mr. Tuomas. In other words, if you do not come to a conclusion, 
then they go into effect after 180 days? 

Mr. Durrer. That is right. 

Mr. THomas. Do you not suspend the rates over there when ques- 
tions of this nature come up? 

Mr. Durrer. We suspend them. 

Mr. Tromas. Do you have a procedure over there of suspending the 
rates 4 

Mr. Durrer. We suspended them in this particular case on the 
basis that the Board is not convinced that the proposed rates should 
go into etfect. 

Mr. Tuomas. You do not grant the increase during suspension ; 
do you? 

Mr. Durrer. No, sir; the rates remain in effect as they are. 

Mr. Tuomas. Why do not the rates go down rather than go up, com- 
mensurate with the increase in volume? Every other business does 
the same thing. They operate on the basis of unit cost. By virtue 
of the reduction in the unit cost, the rates do down. What is so unique 
about this thing that the rates do not go down? 

Mr. Durrer. I could say, sir, that 1 would not take it as a general- 
ization, within the field of utility regulation, that it is true in such 
matters as cost of providing gas, cost of providing telephone service 
and the cost of providing power that unit costs have gone down. 

The unit costs have gone up. 

Mr. Tuomas. But, the utilities do not get that double subsidy which 
these people get. 

How much are they getting for carrying the mail this year? I now 
have reference to the subsidized carriers. Is that figure around $60 
million? That is the service pay; is it not? 

Mr. Durrer. Yes, sir. 

Mr. Tuomas. I did not find it in the justifications, but I am sure 
itisthere. Ljust saw the subsidy. 


LOBBYISTS 


Do you have quite a few lobbyists registered with you now, since 
this increase in pay is in the air, Mr. FitzGerald? How many 
lobbyists visit your office a day ? 

Do they haye to register with you, or is it. over here that they 
register ¢ 

Mr. FrrzGrrarp. They register with Congress. 

Mr. Tuomas. Do you require them to register over at your place? 

Mr. FrrzGzrarp. No, sir; we do not. 

Mr. Tuomas. Do each one of the subsidized carriers have from 
1 to 5 lobbyists or how many do they have? 

Mr. FirzGrratp. I do not know, sir. 

Mr. Tuomas. Do they not all come to your office and check in and 
out quite often ? 
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Mr. FrrzGrratp. ..0; they do not. I have not had anyone lobbying 
for a rate increase with me. 

Mr. Tuomas. Well, just generally, they come by and say “hello.” 
Do they not come in quite often to pay their respects? 

Mr. FrrzGeravp. Not too often. 

Mr. Tromas. What do you mean by “not too often”? What do you 
call “often”? Would that be twice a day? 

Mr. FrrzGrrap. No, sir; sometimes I might not see an airline repre- 
sentative on any problem more than once or twice a week. 

Mr. Tromas. But as the demand goes up for increased rates do not 
their activities become a little more intensified over at your place? 

Mr. FrrzGrrarp. This is a formal case, and there has been no effort 
at all by anyone to lobby with me with regard to any business. 

Mr. Tuomas. Well, you must be different from any other govern- 
mental organization, and the Members of Congress also. We find 
when a group wants something here that they double their activities 
with the Members of Congress. 

Mr. FrrzGeratp. I was speaking from the Bureau’s standpoint. 
What happens to other people, I do not know. 

Mr. THomas. We are talking about yourself, now. Are you dif- 
ferent from anyone else? 

Mr. FrrzGreratp. No;Iam not. I do not believe that my authority 
is of such a nature that they do lobby me. 

Mr. Tomas. I hope you are not as naive as you were 2 years ago, 
or the year before, when you had that bleeding heart. I will never 
forget that. I remembered at the time that I would hate for you to 
spend as much as $2 of my money. Do you remember that? 

Mr. FrrzGrrap. I do not believe it was I, sir. 

Mr. Tuomas, Was it not you? 

Mr. FirzGeraxp. No, sir. 

Mr. Tuomas. I believe it was. 


SERVICE PAY TO LOCAL CARRIERS 


Mr. Muuuiean. On the service pay figures, Congressman Thomas, 
for 1957, the domestic trunks, all of which will be off subsidy in 1958, 
however, will receive $33 million in service pay. For the local serv- 
ice carriers, all of whom are subsidized, we forecast $1,259,000 of serv- 
ice pay. The helicopter operators we estimate will receive $240,000 
of service pay. 

Mr. Rooney. What page is this on, Mr. Mulligan ? 

Mr. Mutiiean. Sir, it is not in there; it is in a separate report. 

Mr. Tuomas. What is the total figure? Is it about $60 million? 

Mr. Mutuiean. Yes; it is actually approximately $65 million. 

Mr. Tuomas. That is in addition to the regular subsidy ; is it not? 

Mr. Mousiican. Yes; except of the $65 million, roughly $33 mil- 
lion is for domestic trunklines, which are nonsubsidized carriers, and 
approximately $23 million -is‘in connection with other nonsubsidized 
operations. Bo. the subsidized carriers would be getting about $9 


million of service pay. 
Mr. Troomas. Over and above what subsidy they are going to get? 
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Mr. Mutiican. Yes, sir. 


AUDIT SYSTEM 


Mr. THomas. What is your picture with reference to your audit? 
We think that is very important. You are not going to be able to 
come up with a reasonable conclusion on how much you owe them 
either for service pay or mail pay, or increase in fares, or anything 
else, until you get a good, strong accounting system, and a good, strong 
crowd of auditors who will go in and turn upside down every figure 
that is submitted to you. 

It is not a question of distrust with anyone, but it is just good, 
common business. 

What is your audit situation? You want 25 new positions; do you 
not 

Mr. Dorrez. I would say, Mr. Congressman, if we thought we could 

o out and hire competent auditors tomorrow, we would be asking 
or more than 25. We assume that in most instances we will have 
to hire auditors and train them in our particular type of work. 

Mr. Tuomas. Do you have any trouble getting auditors’ Is that 
your trouble? Do you need more than 25 ¢ 

Mr. DurFre. Yes; 1 think we do. 

Mr. Tuomas. The General Accounting Office says they have a Divi- 
sion set up over there to do just one thing, and that is to get new 
auditors. They send their representatives around to all these fine 
business administration schools, You ought to get them to get you 
some auditors. I think you ought to have them, myself. 


SUPERGRADES 


How many supergrades do you have in your entire operation / 

Mr. Moruican. We have five, Mr. Thomas. 

Mr. Tuomas. Is that all you have in the entire Board ? 

Mr. Mvuuuiean. Yes, sir. 

Mr. THomas. What are they ? 

Mr. Muuuican. The General Counsel, who is at a grade 17; the 
Associate General Counsel, at grade 16; the Director of the Bureau of 
Air Operations at grade 17; an Associate Director of the Bureau of 
Air Operations at grade 16, and the Executive Assistant to the 
Chairman at grade 16. 

Mr. Tuomas. Have you tried to get some more supergrades? 

Mr. Mutuican. Yes, sir. 

Mr. Durres. We have tried every year, sir. 

Mr. Tuomas. What does the Civil Service Commission say to you? 

Mr. Mouuuiean. They say that in view of the statutory limit on the 
number of grades available—— 

Mr. Tuomas. They have more than that in their own shop where 
they grade the papers over there. I understand they have 5 or 6 
times that many. According to the figures furnished me, they have 
1 GS-18, 5 GS-17’s, and 8 GS-16’s, a total of 14 supergrades. In 
addition, they have 43 GS-15’s and 72 GS-14’s. 

Certainly, an organization like this handling the money which you 
handle and making the decisions which you have to make which are 
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going to cost the taxpayers millions of dollars, 25 or 30 supergrades 
will not be 1 too many. ov 

Mr. Denny. We join in making that unanimous. ] 

Mr. Tuomas. And, it will save the taxpayers money. You cannot U1 
put these people up here on a $7,000 or $8,000 salary and have them sel 
come over a compete with these people who are being paid $40,000 | 
or $50,000. It does not make sense. I cannot believe you only have do 
five. That is fantastic. 

Mr. Durrer. We have on file with the Civil Service Commission a do 
request for, I believe, eight additional supergrades. That request tic 
has been filed with the Civil Service Commission. 

Mr. Tuomas. When was the last time they gave you a supergrade? Ww: 

Mr. Muuuiean. In April 1955. 

Mr, Tuomas. What did they give you then? Did they give you 
one? 

Mr. Moutuican. Yes, sir; one. al 

Mr. Tuomas. And up until then you had only four? 

Mr. Mutuican. Yes, sir. C1 


Mr. Tuomas. Well, we are just shortsighted. Maybe you should 
write the chairman a letter here. Certainly, if there is a bill pending T 
in the legislative committee for some supergrades you should get in f: 
on that. Did you get in on the last one? v 

Mr. Mutuiean. Not specifically, sir; no. h 

Mr. Gurney. We have asked for additional ones each year. 

Mr. Denny. We have done so every year since I have been there, 
T know. 

Mr. Tuomas. That is a shame. You people pass out anywhere 
from $25 million to $81 million a year, plus administrative expense. 
And you authorize another $60 million to $70 million over in the 
Post Office Department, and only have 5 supergrades. 

Mr. Durrerr. May I add to that, Mr. Congressman, that the operat- 
ing revenues just for the certificated carriers alone total about $1.6 bil- 
lion a year. 

Mr. Gurney. Congressman Thomas, I would like to interrupt to 
say that I do not have the record of the exact number of good men 
we have lost from our organization, but they are leaving the Board 
and are good men in the top positions of the several divisions. We 
have lost good men one right after another. Anyone can tell you 
how serious it is getting to be. 

Mr. Tuomas. I would like to ask whether anyone can give me a 
good reason why the airlines are entitled to an increase in fares rather 
than a decrease. 

Mr. Durrre. We would like you to read some of our petitions. 

You would likely weaken if you read some of them. 


CARRIER RATES OVER WATER 


Mr. Tuomas. Well, not I. When you.answer that, tell me why it is 
that I have been told that the fares you, allow for flying over water 
are just about twice what you would allow for flight over land. In 
other words, it is just about the same distance from here to San 
Francisco, or, Los Angeles, as it is from here to London, and the fare 
from here to London is about twice as much. 





935 


Does it cost any more to fly an airplane over water than it does 
over land ? 

Mr. FrrzGrratp. Mr. Chairman, may I say first that as far as the 
United States domestic air carrier is concerned, it provides the best 
service at the lowest rates any place in the world. 

Mr. Tuomas. I do not want your conclusion. I am asking you 
does it cost any more to fly over water than it does land first ? 

Mr. FrrzGrravtp. Our problem in dealing with the rate structure 
domestically is entirely different than in dealing with the interna- 
tional problem. 

Mr. TuHomas. Why? Does it cost any more to fly 2,500 miles over 
water than it does to fly 2,500 miles over land ? 

Mr. FirzGrraxp. It does cost more. 

Mr. Tuomas. Why? It is the same plane; is it not? 

Mr. FirzGrrap. It takes a double crew and more gas and less load, 
and has emergency equipment and things of that sort. 

Mr. Tuomas. Is that equivalent to 50 percent, or 100 percent in- 
crease in fares? 

Mr. FrrzGrrarp. No, sir; that is the point I am trying to make. 
The costs are greater, and those costs are also increased by the seasonal 
factor. There is several times as much traffic in the summer as in 
winter across the Atlantic. When you add all those things up, if 
had as efficient and economic use of the airplane as we believe reat 
the fares still can come down and that is the position which the Board 
has been taking. 

Mr. THomas. You have had a long time to get those fares down, 
and you have not gotten them down yet. How much longer do you 
want? 

Mr. FirzGeravp. We have no legal authority over those fares, and 
that is one of the international problems which we face. 

Mr. Tuomas, Do you not set them ? 

Mr. FrrzGeraxp. No, sir. 

Mr. Tuomas. Do you not set the fares for the American overseas 
flights? 

Mr. FrrzGrrarp, No, sir; we do not. We have no legal authority 
except the indirect authority which we have exercised because of our 
control over [ATA agreements. 

Mr. Tuomas, I have been told that our American carriers are ready 
to cut those fares 25, 30, or 40 or 50 percent, but that some of the over- 
seas people—some of the foreign-flag people—do not want to doit. I 
do not know how true that is, but you people ought to know. They 
say they have a monopoly and so on. However, our people would cut 
their fares and they did cut their fares not long ago; did they not? 
Or threatened to cut them? 

Just what is the situation ? 

Mr. FirzGeraup. At the last IATA Rate Conference, Pan Ameri- 
can proposed the introduction of a new so-called thrift service which 
would result in a substantial cut in fares across the North Atlantic. 
It wished to place those fares in effect as of April 1957; in other 
words, this coming tourist season. Unfortunately they were met with 
almost. universal ‘opposition from other carriers, and they were not 
able to get an agreement as to putting the fares into effect before 
April 1958. 
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Mr. ‘Tuomas, You do not cover that field of flight from here to 
London; do you? It is very, very excessive. 

Mr. FrrzGrraup. We have supported the Pan American proposal, 
and we have approved it. 

Mr. Suettey. Will the gentleman yield at that point ? 

Mr, Tuomas. Surely. 

Mr. Sueuiey. You say they met with almost universal opposition, 
Whom, exactly, do you mean by “other carriers?” 

Were they other American airlines, or were they only foreign 
carriers ? 

Mr, FrrzGprarp. Subject to any clarification which might be neces- 
sary when I check the record, it. is my recollection that no carrier 
accepted the April 1957 date proposed by Pan American. 

Mr. Sueuiey. Well, that still does not quite answer the question. 
Were there other American carriers involved in the group who. op- 
posed or resisted the proposal made by Pan American for a reduc- 
tion, or a new type of fare for transatlantic service ? 

Mr. FrrzGeratp. There were American carriers involved. 


COMPARISON OF ESTIMATES, 1958, WITH PREVIOUS APPROPRIATIONS 


Mr. Rooney. Mr. Chairman, it might be interesting to look at the 
record with regard to appropriations for the Civil Aeronautics Board. 
I first refer to the 83d Congress 2d session, where the House in its 
report recommended the full amount of the budget estimate for the 
Civil Aeronautics Board, or an appropriation in the amount of 
$3,777,000. 

In addition, it appears from this report that the Civil Aeronautics 
Board had $27,000 which was transferred to it under Reorganization 
Plan No. 10 from the Post Office Department. 

The committee stated that it made no reduction in the request for 
the then coming fiscal year, and expected that the Board would give 
prompt and serious consideration to ways and means of reducing the 
cost to the Government represented by mail payments to carriers in 
total, as well as for subsidy. 

In view of the then recent Supreme Court decisions this committee 
stated, or required, that excess earnings from domestic operations 
of an international carrier be offset against the international subsidy 
rate, and that the Board be required to promptly review all cases 
which contained this element. 

And the committee went on to say that it hoped, in view of the 
Supreme Court decision which had been handed down some months 
before, that the necessary review of all subsidy claims affected by this 
decision will be made as expeditiously as possible, and that it will 
result in a substantial savings to the American taxpayer. 

I now turn to the report of this committee in the 84th Congress, 
Ist session, wherein the committee recommended $3.9 million for 
salaries and expenses of the Civil Aeronautics Board, which was an 
increase of $123,000 over the appropriation for fiscal year 1955. 

The committee at that time recommended $40 millon in subsidy 
money, which was a reduction of $8.9 million below the funds appro- 
priated for 1955, and a reduction of $23 million in the budget estimate. 


At that time the committee stated that— 
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It believes that substantial reductions can be made in payments to air carriers 
during the next fiscal year if a careful and thorough audit of each claim is made, 
and if realistic practices in the handling of these claims are followed. 

Then we find in the report of this committee last year with regard 
to the CAB that an appropriation of $4,555,000 for salaries and ex- 
penses was recommended, which was an increase of $160,000 over the 
wrevious year, and that that increase was recommended to allow the 


oard— 


to meet its increased workload in the areas of accident investigation, account- 
ing regulations, accounting audits, and economic compliance. 

With regard to subsidy payments to air carriers, the committee rec- 
ommended the sum of $15 million, and it then appeared that the CAB 
had a balance of over $14 million in its hands available for the then 
coming fiscal year, in connection with these subsidy payments to air 
carriers, 

The committee stated that it was— 
pleased to note that the Board is making efforts to curtail subsidy payments. 
It feels that continued efforts along this line are needed, and specifically rec- 
ommends that further comprehensive studies be made during the coming year 
with respect to subsidy requirements, fares, and rates. 

When were you down to the Bureau of the Budget on the pending 
budget ? . 

Mr. Muuuiean. In October 1956. 

Mr. Roonry. Last October you went to the Bureau of the Budget 
and asked for how much money for payments to air carriers! 

Mr. Muntuigan. We asked for $47,807,000. 

Mr. Roonry. Was it not $51,810,000? 

Mr. Motuigan. No, sir. The Bureau of the Budget increased the 
amount from $47.8 million, which was the Board’s expenditure esti- 
mate, to the $51 million figure to cover this accrual matter, which 
we discussed earlier, and I might say that the Board, with some reluc- 
tance, acceded to that approach to the matter. Our appropriation 
has been, in prior years, on a cash-expenditure basis, and, as far as 
we are concerned, it could continue to be on a cash-expenditure basis. 

Mr. Rooney. In connection with this request of $47.8 million, you 
asked for an amount for salaries and expenses which is unprecedented 
in the history of the Republic; is that right? 

Mr. Mutuiean. No, sir. 

Mr. Durrer. The history of the Board. 

Mr. Rooney. What year did you have salaries and expenses in 
excess of the amount you are now asking? 

Mr. Motuiean. For the fiscal year 1950 we asked the Bureau of 
the Budget for 878 positions. 

Mr. Roonry. I am not inquiring what you asked of the Bureau of 
the Budget. What did you ask of the Congress ? 

Mr. Muuuiean. Of the Congress ? 

Mr. Roonry. Yes. Did you ever ask the Congress previously for 
more money than you now request ¢ 

Mr. Mutuiean. In 1951 we asked the Congress for a total of 760 
positions. 

Mr. Roonsry. I am speaking moneywise, Mr. Mulligan, and you 
know it. 

Mr. Mouuiiean. Yes, sir. I realize it now. You are quite correct. 
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Mr, Roonry. Why do you not want to answer my question? I repeat 
the question. 

Has there ever been a previous year in which there was requested 
of the Congress the amount $5,725,000? 

Mr. Motuiean. No, sir. 

Mr. Rooney. The highest previous year was what year? 

Mr. Mouuiiean. The fiscal year 1951, where the amount was $4,- 
323,000. | 

Mr. Roonry. You requested this committee for $4.7 million last 
year, did you not ? 

Mr. Muuuican. I beg your pardon. Yes, sir; last year, the amount 
was $4.7 million. 
ENTERTAIN MENT 


Mr. Roonry. Now, in addition to the fact that you ask for an all- 
time high in salaries and expenses, you are going into the business of 
entertainment, as proposed at page 178 of the committee print. 

Mr. Muuuican. No, sir. 

Mr. Roonry. Do I not see language at page 178 of the committee 
print that would permit entertainment? 

Mr. Mouuiean. Yes, sir; you do. 

Mr. Rooney. Why did you say, “No, sir”? Why did you not say, 
“Yes, sir”? 

Mr. Muuxican. I meant that is a request for permission, sir. We do 
not know 

Mr. Roonry. My question, again, is, You are now asking for an 
alltime high of $5,725,000, and included in that you want money for 
entertainment; is that correct ? 

Mr. Muuiiean. Permission ; yes, sir. 

Mr. Roonry. We hear year after year that this airline and the other 
airline is being taken off subsidy. I believe you point out in your 
justifications now before us that there will be no further subsidies on 
the transatlantic or transpacific routes. Is that correct? 

Mr. Mutuiean. That is correct. 

Mr. Rooney. The only international subsidy money would be in 
the Latin American routes? 

Mr. Mutxican. Yes, sir. 








EXTENT OF SAVINGS RESULTING FROM SEPARATION OF SERVICE 


MAIL PAY AND SUBSIDIES 








Mr. Rooney. It then becomes amazing to look at your table No. 1, 
“Service mail pay and subsidy for United States certificated air car- 
riers,” and note that there is very, very little saving being achieved 
as the result of the separation of mail pay from subsidy. During the 
years shown in this chart, it appears that the amounts for “Total 
service, mail pay and subsidy” are fairly constant. In one column 
the subsidy money would appear to have gone down from $69 million 
to $45 million, but in the other column the mail pay has gone up from 
$44 million to $68 million. 

Is that a fair summary of the figures to which I referred ? 

Mr. Mutuiean. Those are correct statements. 

Mr. Rooney. I should like to insert, Mr. Chairman, at this point 
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in the record, table No, 1 from the “Service, mail pay and subsidy 
for United States certificated air carriers, September 1956, Civil 
Aeronautics Board.” 

Mr. Preston. Very well. It shall be inserted. 

(The table referred to follows :) 


TasLeE No. 1.—United States certificated air carriers—Comparative summary of 
volume of mail, service mail pay, and subsidy estimates for operations during the 
fiseal years 1951 through 1958 


{In thousands] 


Mail Service | | Total service 
Fiscal year ton-miles mail pay | Subsidy mail pay 
| | and subsidy 


1951 d nS 77, 387 $44, 646 $69, 649 | $114, 295 
1952 Kngth + cpichaacéc ude ceee +1 92, 108 51,771 | 63, 536 | 115, 307 
1953 ah 99, 410 53, 877 66, 641 120, 518 
1954 Eto o13.I 108, 259 55, 101 | 63, 971 119, 072 
1955 ; eG. 131, 536 56, 481 | 44,775 101, 256 
1956. - nade ‘ ee wicket 145, 293 61, 305 | 44, 590 105, 895 
1957. ...--- vukmeeliceses’ 3 153, 168 | 64, 549 48,175 | 112, 724 
1958 bicep Sd hee 162, 818 68, 529 44, 476 | 113, 005 


| 
' 


Mr. Mutuican. In connection, Mr. Congressman, with that table, 
if I may, I would like to point out. that while the $44 million service 
pay has gone up to $68 million, the mail volume has increased from 
77 million ton-miles in 1951 to 162 million ton-miles in 1958. 

Mr. Roonry. I note that. That will be in the table as it is inserted 
in the record. 

I think that is all. 

Mr. Preston. Mr. Yates. 

Mr. Yares. Mr. Chairman, I want to congratulate the CAB for 
getting a member of Mr. Durfee’s stature. The Wisconsin Public 
Service Commission has been known for a long time for its excellence 
in dealing with the public utility regulation and I have long heard 
of Mr. Durfee’s good reputation as a member of that board. “I want 
to congratulate him particularly for what he did in the Phillips case, 


STANDARDS FOR RATE DETERMINATION 


Last year this committee interrogated the CAB about what it was 
doing to supervise the rates of carriers. I noticed in the justifications, 
on page 35, that there is a staggering burden upon the Board’s staff— 
since it is designed to establish for the first time in the Board’s history, standards 
for regulation of passenger fares, and will involve complex questions as to the 
economics of the industry, including the fundamental issue of the criteria for 
determining reasonable industry earnings. 

Are there no standards at the present time for determining reason- 
able rates for the air carriers? 

Mr. Durrer. There are standards, I believe, sir, with reference to 
mail rates. 

Mr. Yates. Nothing for passenger rates? Does not the statute put 
that burden on the CAB? 

Mr. Durrer. As to passenger rates, I believe the practice has been 
that the carriers file their tariffs, and in the case of the subsidized 
carriers, the Board is confronted sometimes with a case, perhaps, 
where it is desirable to urge a local service carrier to adopt an opti- 
mum passenger rate so as to reduce the subsidy. 
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Mr. Yates. That is true with respect to certain carriers that were 
receiving subsidies, but thé major carriers have not been receivin 
subsidies in recent years, have they, with respect to their nonmai 
carriage. 

I still have no answer to my question. Does the CAB not have the 
burden of determining whether or not the rates for passengers are 
just and reasonable? 

Mr. Durrer. I believe the statute, as I recall, sir, states the responsi- 
bilities. I think it says they shall determine whether the rates are 
unjust or unreasonable. 

Mr. Yarrs. And does it give the burden to the Board to adjust them 
or to suspend rates that are unjust and unreasonable ? 

Mr. Durrze. I believe the statute places the burden on the Board 
to determine whether a rate is unjust or unreasonable; yes. 

Mr. Yares. How can the Board determine that if it has no 
standards? 

This justification says that for the first time in your history you are 
establishing standards. Does this mean there were no standards prior 
to this time? 

Mr. Durrer. I will defer on that question. I was not there. 

Mr. Yares. That is what your justification says, does it not? 

Mr. Durrrer. I believe, sir, in the case of the general fare investiga- 
tion, that is the first time in the history of the Board that the Board 
has attempted to apply standards to the certificated carrier industry, 
outside the field of subsidy. We have instituted this investigation to 
determine whether existing fares are just and reasonable. 

If they are unjust or unreasonable, we determine what a just and 
reasonable fare would be, and that, I assume, must be based on the 
adoption of some formula by the Board for a ratemaking proceeding. 

r. Yates. Are these public utilities? 

Mr. Gurney. Regulated public utilities. 

Mr. Durrer. The word “public utility” is a rather difficult one to 
define precisely. 

Mr. Yates. I mean by statute. 

Mr. Durrer. I do not believe the law has expressly declared that 
an air carrier is a public utility. 

Mr. Yates. The reason I asked is, I wonder whether the public util- 
ity regulation is applicable with eres to regulation of rates. 

Mr. Durrer. There is a great deal of difference between regulatory 
commission standards and what standards are applicable, even in 
State regulation. Original cost, reproduction cost-—— 

Mr. Yares. I know a little bit about it, Mr. Durfee. I do not know 
as much about it as you, but I was under the impression that you had 
to determine a fair rate base on which you would seek out a fair rate 
of return, in order to determine what the just and reasonable rates 
were. 

_ How you arrived at that—use of prudent investment, original cost 
or reproduction cost theories, are standards by which you arrive at 
those fundamental bases, is that not true? 

Mr. Durrer. It is generally true in utility regulation. However, 
in bus and motor carrier industries you do not necessarily use a rate 
base; you often use an operating ratio basis. You do not resort to a 
rate base at all in fixing rates for some of the latter. 
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Mr. Yarrs. Is that what has been done in connection with airlines, 
too, or has nothing been done ? 

Mr. Durrer. I do not believe it has been done; no. I believe that 
is what we have got to decide, sir, in this general fare investigation. 

If the existing ‘rates are unjust or unreasonable, then I believe the 
Board for the first time will have to adapt to the air-carrier industry 
the type. of regulation which the Board is convinced, after hearing, 
after briefs, after oral argument, after the whole process of rate- 
making, is reasonable. 

It will have to determine (1) Are the fares unjust and unreasonable? 
Tf they are, what ratemaking process will the Board adopt to fix rates 
in the air-carrier industry. 


FARE INVESTIGATION 


Mr. Yares. You have a general fare investigation pending. Do 
you intend to, or does the Board intend, to go “into the question of 
the rates of all of its carriers prior to determination of standards, or 
es you engaged now in determining first what the standards should 

e? 

Mr. Dourrer. We are engaged, first, sir, in determining what the 
general fare structure is, without going into all the complications. 

We are interested in what the general fare structure is, and then 
to determine whether the existing rates are unjust or unreasonable. 

If we find they are just and reasonable, there is no necessity for 
any further proceeding. If we find they are unjust or unreasonable, 
the Board will then have to determine what should be done. 

Mr. Yates. How long has this investigation been going on? 

Mr. Durrer. The investigation was orl iginally ordered by the Board 
in May of 1956, and I think, if you want an outline of what has been 
done—a procedural outline—I can assure you, sir, that the Board has 
been attempting to expedite at every step, with the resources that the 
staff has had available, to expedite this proceeding, and that will not 
be faciliated any by the fact that the carriers, within the past month, 
filed tariffs asking for a 6- percent increase, which we have to decide 
within 180 days. “That has to be given a top priority. 

Mr. Gurney. We do not have enough staff to carry on both investi- 
gations at the same time. We are using the staff at the moment on the 
expedited hearing that has to be completed i in 180 days. The Bureau 
staff members are not sufficient in number or experienced enough to 
handle both investigations at the same time. 

Mr. Yates. What you are doing is telling this committee that the 
CAB does not have the staff to carry out its ; function, then ? 

Mr. Durrer. We do not have the staff to carry out the function of 
rate regulation as contemplated in this investigation. 

Mr. Yates. And the investigation is contemplated by the statute, is 
it not? 

Mr. Durrer. I assume it is. 

Mr. Yates. That is right. 

How many more employees did you ask of the Bureau of the 
Budget? Did the Bureau of the Budget allow you funds for all 
employees you requested ? 

Mr. Durres. No, sir. 

Mr. Yates. How many employees did they cut out? 
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Mr. Durrer. They reduced it, I would say, a very moderate extent, 
sir. I believe, sir, i can say there was no substantial disagreement 
on the part of the Bureau of the Budget with our original request. 

However, they did say that they did not believe that within the next 
year we could assimilate, or absorb, that many new employees and 
train them in this particular work. They, therefore, reduced our 
original request to a figure which they thought would be a total which 
we could efficiently absorb in the coming year. 

Mr. Yates. Do you agree with them? You have the responsibility 
of running the CAB. Gan you run the CAB and carry out its rate- 
making function with the number of people that you have asked this 
committee for ? 

Mr. Durrrr. I would say, sir, that the Bureau of the Budget has 
probably had more experience than I have in the matter of how much 
time it takes to absorb a certain number of employees in an agency of 
this size, and efficiently train them, and, when they made their deter- 
mination, the Board did not take serious issue with that determination. 


SUFFICIENT PERSONNEL FOR RATE DETERMINATION 


Mr. Yares. I will now ask you the question: If this committee 
granted you all the employees that you request, in your opinion would 
you have a sufficient number of employees to carry on the ratemaking 
function which is your duty under the statute ? 

Mr. Durrer. I believe that to be the case; yes, sir. 

Mr. Yates. Your answer is “Yes,” then? 

Mr. Durrer. Yes. 

Mr. Yates. That is all, Mr. Chairman. 

Mr. Preston. Mr. Shelley ? 

Mr. SHetiey. I would like to ask a couple of questions along this 
same line, Mr. Durfee. I have not ridden a train since 1949, and, 
coming to Congress from San Francisco, I have to go back 3 or 4 times 
a year—sometimes oftener. I do quite a bit of flying. 


RATE FIXING FOR MIXED AIRCRAFT 


One thing that struck me in the last year or so that is tied in with 
this rate matter is a practice that I have noticed only in the last year 
of some of the airlines, and that is that they will sell first-class tickets 
and coach tickets on the same plane. They separate the seating area, 
certainly, but here is a matter I feel indicates rates can be reduced. 

The front of the plane is coach, and these people are not given meals. 
They are not given meals or cocktails, but they can buy them. The 
coach-flight passengers can buy the cocktails at $1 each and they can 
buy the meals at one dollar and a half a meal. I think those are the 
prices, as I recall. 

For about $150 or $160 more on the round trip, the person who pur- 
chases a first-class ticket at approximately $315 gets a meal, a couple 
of cocktails, if he wants them, and yet these people, flying coach at 
about one-half the regular fare, fly on the same plane, with the same 
service, and get the meal for about $1.50. 

How does the CAB justify this type of rate fixing and charging by 
the airline? 

Mr. Yares. You should be riding coach. 
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Mr. Rortu. I think there are several factors that explain the particu- 
lar situation. It is not a typical situation between Washington and 
San Francisco. It is a little bit extreme. It is extreme in the sense 
that the first-class fare from here to San Francisco is a typical fare 
per mile for that general distance, whereas the coach fare is actually 
on the low side, compared to other coach fares in the United States. 

In other words, the transcontinental coach fares are lower in rela- 
tion to the first-class fare than is true for the country as a whole, so 
that, whereas ordinarily you will get on the average of about a 30- 
percent discount for your coach flight, the difference on the trans- 
continental flights is even greater. 

I believe that there is only one carrier on the transcontinental flights 
that is using the so-called “mixed aircraft” by which they offer first- 
class and coach service on the same flight. That practice is now 
beginning to spread to more and more domestic situations, but it 
originated solely on international flights. 

In the initial period, the Board did not permit any such practice 
within the United States, but as a result of the fact that you had 
through service, with the same airplane going across one carrier’s 
domestic and international routes as part of a continuous journey, 
specifically, from California to New York to London by TWA, the 
Board could not see its way clear to prevent the particular aircraft of 
TWA, in a transcontinental run, being used in first-class and coach 
service. 

The regular coach fare is, I believe, $99, or $98. 


Mr. SuHeitey. $98, and on Tuesdays, Wednesdays, and Thursdays, 
$80. 


Mr. Rorn. Yes,sir. That.is an exceptionally low coach fare. There 
are verv few such situations throughout the world. 
Mr. Suetiey. The round-trip fare, first-class, between Washington 
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and San Francisco, is $283.80 plus Federal tax, or a total of approxi- 
mately $315 from Washington to San Francisco. 

Mr. Rorn. That is correct. I think the fact that that is an un- 
usually low coach fare, whereas the first-class fare is a typical fare for 
the distance, exaggerates the spread. Ordinarily, you will find the 
discount. of about 30 percent available on separate flights, rather 
than on the same flight. , 

Mr. Suettry. This brings me to the point that I want to make: 
If any airline can fly people on a DC-—7 in the same plane—some of 
them at the first-class fare and some of them at the coach fare, and I 
have been on these planes—certainly there is every reason in the world 
that the traveling public should expect a general reduction in airline 
rates ? 

What is the basis for the difference between the coach fare and the 
first-class fare if they are flying them on the same plane with the 
same accommodations ? 

Mr. Yates. Except for a box lunch. 

Mr. FirzGrraxp. The basis for the difference arises due to the fact 
that the most expensive commodity to sell in an airplane is space. 
It costs as much to operate a DC-—6 with 60 people in it as it does with 
95, which are figures which relatively illustrate the difference between 
coach and first-class configurations on that type of aircraft. 

When you have a mixed configuration on an aircraft, it does seem 
odd to the public, and it is one of the reasons that we have had great 
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difficulty within the past,;and have only permitted it with great 
reluctance. 
- Mr. Suetrey. The flight I’m speaking of did not have any crowd- 
= There was no crowding whatsoever. 

r. FrrzGerarp. It should have been. 

Mr. Suettxy. This was a standard plane. 

Mr. Denny. There should have been 3 on 1 side and 2 on another, 

Mr. Suetiey. There was not. 

Mr. Yates. I rode a plane down to Puerto Rico and was charged 
first-class, There were 3 seats on 1 side and 2 on the other. It was 
listed as a first-class flight. And I paid first-class fare. 

Mr. Gurney. Eastern Airlines? 

Mr. Yares. That is right. What do you do about that? If they 
give coach service, should they not charge coach fare? [Pause.] 
Nobody answers. 


RATE FIXING BY CAB 


Mr. Suetiey. The whole point of this is what are you fellows 
doing on rates? Is this the first time you have ever looked into rates 
or started to, or tried to determine whether or not they are carrying 
out the policies that you have heretofore set ? 

Do you make any inspection of the service the airlines give to the 
traveling public for what they charge, or not? I believe this com- 
mittee wants to know and is entitled to an answer. 

Mr. FrrzGeratp. May I point out, sir, initially the regulatory 
problem which confronted the Board was the establishment of rates 
for a subsidized industry, and they were set in order to provide the 
optimum yield so as to minimize the subsidy support. In other words, 
in the overall mail rate for the carriers, we determined the amount 
of profit that would be allowed, which was 8 percent domestically 
and 9 percent internationally. 

That standard obtained, and was the governing standard for many 
years. As the carriers, of course, came off subsidy, the problem 
shifted in form and became one of the appropriate commercial rate 
level and the rate of return, et cetera, that should be allowed under 
those circumstances. 

We have not, as was previously testified, conducted a general fare 
investigation in the past. We have, however, investigated specific 
fares. We also have gone into generally other rates in other areas, 
such as freight rates. 

Today we are going into the whole problem of the general fare 
structure, commercial rate structure of the United States. That is in 
the form of two cases: One is the general investigation, and the other 
is the specific problem created by the filing of the carriers for a 6- 
percent increase, the case which has to be handled within 180 days. 

We hope to get to the bottom of many of our problems in these 
cases, and with respect to coach configuration, I might say that the 
Board has a coach policy which has babi in effect for a number of 


years. That policy, we believe, has been extremely successful and 
has resulted in the expansion of coach service to the major areas of 
the United States. 

Mr. SHettey. I am not arguing against coach flights. As a matter 
of fact, I think that probably the coach rate, or something nearly 
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approximating it, should be the general fa.2. Particularly so, if they 
can do it on a mixed basis. 

T think somebody should contemplate going in and setting up 
standards along this line. 

Mr. FrrzGerap. Sir, normally the seating configuration is the 
controlling factor for the fare, and under our coach policy, we have 
set up standards for various types of aircraft, regarding the minimum 
seats which they may have, et cetera. 


INAUGURATION OF COACH FLIGHTS 


Mr. Suetiey. Who inaugurated coach flights? Which was the 
first company to start transcontinental coach flights? 

Mr. FirzGeraxp. The first transcontinental was started by a non- 
sched carrier. 

Mr. Roonry. Which one? It was North American; was it not 

Mr. FrrzGrratp. It may be North American. I do not know. 

Mr. Roonry. Wait a minute. Get last year’s record and the record 
of the year before. We had this exact thing in the record. The 
answer was that it was North American. You were here, Senator. 

Mr. Gurney. Yes. ‘Transcontinental coach was started by North 
American. The first certificated coach flight was on Capital, from 
New York to Chicago. 

Mr. Suerxiry. Transcontinental, Mr. Chairman. 

Mr. Gurney. Capital Airline from New York to Chicago, but non- 
scheds were the first transcontinental. 

Mr. Roru. It is my recollection that the first certificated carrier 
to offer transcontinental coach service was TWA, somewhere around 
1949, 

Mr. SHetiry. It was a nonsched airline prior to that time; was it 
not? 

Mr. Rotu. One or more nonscheds were already in that market 
at that time; yes, sir. 

Mr. Rooney. That was North American. It was then known as 
North American ? 

Mr. Rorn. No, sir. I think it was a predecessor of what was later 
know as North American. 

Mr. Roonry. They were the four young veterans out on the west 
coast ? 

Mr. Rorn. That is my understanding. 

Mr. Sentry. Now the scheduled airlines, then, are operating to 
your knowledge, and to my personal observation, in what you call 
mixed ¢ onfiguration flights in the same plane. 


TWA MIXED FLIGHTS 


Mr. Rorn. Very few domestic airlines have the mixed configura- 
tions. TWA is one of the relatively few, and I believe TWA has mixed 
configuration only on the Lockheed 1049-G Super Constellations. 
My recollection is that they do not have the mixed service on any 
other types of aircraft, except their latest modeal Constellations. 

Mr. Suettby. On the TWA flight, it was a Super-G Connie: yes. 

Mr. Roru. I believe that is the only type they use in mixed service. 

Mr. Snuetiey. I am advised that United is now operating on this 
basis. 
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Mr. Roru. I had not heard about it in the case of United. I do not 
recall their filing a tariff to cover it. I will certainly look into that. 

Mr. FirzGeravtp. May I say with respect to TWA’s operations, 
I have ridden many of their 1049’s, particularly across the North 
Atlantic and the normal, mixed configuration is for full, first-class 
seating space in the first-class section. 

In the tourist compartment it is then in the normal, standard tourist 
configuration. If they had a first-class aircraft, with merely a rope 
across it, it might have been due to the fact that they had to substitute 
equipment, and under those circumstances they put on the aircraft 
which they had available. 

Under those circumstances, it could happen that a first-class con- 
figuration ship could be used for mixed configuration service. 


DELAY IN RETURN OF A REFUND 


Mr. SHetiey. What do you do in a situation when a person applies 
for first-class ticket from point A to point B, he makes that leg of 
the trip on first-class equipment, he goes to make his return, gets into 
a plane that is a first-class plane and 5 minutes after the takeotf the 
plane goes back for a landing, because of mechanical difficulties. The 
passenger sits around the airport for several hours and then he is 
put on another plane which he finds is a coach plane? He was entitled 
to a meal on his first-class fare but didn’t get it. He has waited around 
at the airport 3 hours then is put on a coach flight, 3 on one side of 
the aisle and 2 on the other. On arrival home he makes a request for a 
refund for the difference and he waits about 3 months to get a reply. 
Is that a legitimate operation! They do not even advise him they are 
sending him out on a coach plane. They simply say, We are clearing 
you out on this flight with your ticket. Should not an airline advise 
the passenger as to his rights to a refund at the time of the incident ? 

Mr. Rorn. During the past few years most of the domestic trunk 
carriers inserted a rule in their tariffs they did not previously have, 
providing for a refund to passengers where a coach airplane was sub- 
stituted for a first-class airplane on a first-class flight. 

I would say if any passenger could not get a refund in less than 
3 months’ time, if he would write to the Civil Aeronautics Board I 
think the Board would use its best efforts to improve the refund time. 

Mr. SHetiey. That happened to me about 3 months ago, and I am 
still waiting to get the refund. Should not the carrier be required to 
tell the customer when they are putting him on a coach flight and give 
him a form to fill out? The average passenger does not know, and as 
a result they probably never make the request for a refund. 

Mr. Roru. In my opinion definitely yes. I think they are required 
by their tariffs to advise you that you are entitled toarefund. I think 
if they do not refund the difference to you they are violating their 
own tariffs, which is against the law. 


RATE CUTTING BY CAB 


Mr. Yates. What does the CAB do? If they do not regulate rates 
and service, what do they do? 

Mr. FrrzGeraup. May I say that it does regulate rates and does in 
many cases. It also establishes the service mail rates. It establishes 
the subsidy for the carriers who need subsidies. 
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Mr. Yarrs. You deal almost exclusively with mail rates and sub- 
sidies ? 

Mr. FrrzGerrarp. No. 

Mr. Yates. You do not deal with passenger rates at all? 

Mr. FirzGerartp. We do. 

Mr. Yates, Have you ever cut any? 

Mr. FrrzGrrarp. We are at this moment. 

Mr. Yates. Have you cut any in the history of the CAB? 

Mr. FirzGreratp. Yes; we have. 

Mr. Yates. When was the last cut? 

Mr. Rorn. Do you mean the last general reduction ? 

Mr. Yates. The last general reduction, ves. 

Mr. Ror. T am not clear whether you mean when a particular fare 
was cut, or when there was a general reduction by the industry at 
large. 

Mr. Yates. As the result of a CAB order. 

Mr. Roru. Well, I think that there was a very sharp reduction as 
the result of CAB activity in 1945, when fares were reduced to the 
lowest level in the history of the industry. 

Mr. Yates. And that was the last time ? 

Mr. Rorn. Well, I think in order to answer that question it is 
essential to keep in mind that the industry right after that went back 
on subsidy. 

Mr. Yates. Did the CAB ever issue an order that required a reduc- 
tion in fares of the kind you state? Was this true in 1945? 

Mr. Rorn. During the war the Board took action to get fares down. 

Mr. Yates. Did the CAB ever issue an order requiring it ? 

Mr. Rorn. Well, it took the initial action and it did not issue a 
final order requiring it, because before the Board got around to 
issuing an order fares were cut voluntarily. 

Mr. Yares. Do you know whether they were cut adequately ? 

Mr. eon Well, I have been hearing talk by the industry for the 
past 12 years that they were cut unduly. 

Mr. toonrY. Is that the length of time you have been with the 
Board; 12 years? 

Mr. Roru. I have been with the Board 16 years. 

Mr. Rooney. I was going to brag about the fact that I have been 
with the Board longer than you. 


SEPTEMBER MAIL PAY AND SUBSIDY SEPARATION REPORT 


Mr. Horan. I want to ask some ae about your September 
mail pay and subsidy separation report. At that time you estimated 
what the subsidy requirements of various airlines for the fiscal year 
1958 should be. What was that for Pan American ? 

Mr. Mutiiean. In the September separation report, sir, the total 
for Pan American as a system was estimated at $7,663,000 for the 
fiscal year 1957. 

Mr. Horan. I want the fiscal year 1958. 

Mr. Mvtuican. For the fiscal year 1958 the September report fore- 
cast approximately $5,516,000. 

Mr. Horan. You since that have revised those estimates; have you 
not? 
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Mr. Muuuiegan. Yes. Those estimates have been revised in the fol- 
lowing respects: from 1957 the amount to Pan American has been 
reduced to $2,500,000, approximately, and the amount previously in- 
cluded for 1958 has been eliminated entirely. 

Mr. Horan. On what basis were you able to eliminate that estimate 
entirely ? 

Mr. Frrzerracp. It was eliminated on this basis: At the present 
time Pan American is on an open rate and the service rate which it 
receives as a result thereof produces it roughly a 7-percent rate of 
return which is the rate of return we allow on past period rates, 
Under these circumstances it is likely when we proceed to establish 
past-period rates for Pan American that there will be little or no 
subsidy. With respect to the future rate, the Pan American system 
has been growing at a rate of about 20 percent per annum. The effect 
of this growth, we believe, should be to increase the profit margin 
of that carrier, the profitability of that carrier. Under those circum- 
stances we do not believe it is warranted to estimate any subsidy that 
might be due in the future. 

Mr. Horan. Do you refer to those as temporary rates as of now? 

Mr. Frrzerraup. Yes. 

Mr. Horan. And at some future time you will fix an established 
rate ? 

Mr. Frrzeeraxp. A final rate. 

Mr. Horan. Is it possible that ultimately some subsidy might be 
paid for the fiscal year 1958 ¢ 

Mr. Firzcrrap. It is possible; yes. 

Mr. Horan. That is all. 

Mr. Late. Mr. Chairman, this afternoon we heard some talk about 
the size of the staff of the Civil Service Commission. I think there 
are other comparisons that. might be made that would be more in line 
with the activities of the CAB. I was wondering, if the total in- 
crease in staff which you have asked for here today were allowed, 
how the CAB would compare in size with other independent regu- 
latory commissions in Government. 


CAB STAFFING 


Mr. Durrer. I believe that, compared to the other independent regu- 
latory agencies of the Federal Government, even with the increases 
we have asked, we would still be the smallest. Specifically, I refer 
to the Interstate Commerce Commission, the Federal Power Commis- 
sion, the Federal Communications Commission, the Federal Trade 
Commission, and the Securities and Exchange Commission. 

Mr. Larrp. Regardless of these comparisons, will you state cate- 
gorically that you are understaffed today ¢ 

Mr. Durrer. Emphatically, yes. 

Mr. Latrp. In the questioning regarding the general fare investi- 
gation which is being contemplated by the CAB, there was an answer 
to a question that seemed to imply that if this staff request were 
granted, you would be able to regulate rates with the staff as set 
forth in this budget. Am I to understand this staff would be enough to 
regulate rates of all the airlines if the general fare investigation shows 
that such additional regulation is necessary and needed? 
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Mr. Durresz. I would say that, in my opinion whether the staff as 
contemplated in our estimated increase. would be sufficient to actually 
regulate the rates of all certificated carriers will depend on the extent 
of such additional regulation as may be found necessary. 


CAB EXPENSES BEING BORNE BY.THE INDUSTRY 


Mr. Latrp. Has the Board ever given any consideration, now that 
the domestic trunklines and some of our overseas operations are getting 
off subsidy, to a provision which would provide that a portion of the 
expenses of the Civil Aeronautics Board be borne directly by industry 
itself through assessments ? 

Mr. Durrer. An assessment of the cost of regulation. against a 
specific carrier for what the cost of the regulation of that carrier 
might be ? 

Mr. Latrp. Not only for the cost, if you should get into rate- 
making, but the cost of certifying certain air-service routes? It 
would seem to me that there is a field where the people that are 
using the airlines should pay something toward the cost of the regula- 
tory services. I wonder if any thought has been given to that. 

Mr. Muuuiean. There has been some thought given to it, Mr. Con- 
ressman. Actually, there is a provision of law still on the statute 
ooks which expresses, as I recall, the sense of the Congress that con- 

sideration tai be given to recovering the costs of special services 


rendered to particular groups. A followup on that occurred approxi- 
mately 2 years ago when the Bureau of the Budget called upon the 
regulatory commissions to aanpe to develop a schedule of possible 


fees or charges that would in effect recoup at least part of the cost 
of regulation. Those charges or fees would be levied against the in- 
dividual carrier, or applicant before the Board in our case. We, 
along with the Interstate Commerce Commission, and others, had pro- 
gressed with a study of the matter and were about to announce 
as a notice of proposed rulemaking, a proposed schedule of fees or 
charges when the aol Committee on Interstate and Foreign Com- 
merce requested that all activity in that area be suspended until an 
investigation by it, the theory being, I believe, that any such plan 
would require specific statutory authority. 


SUBSIDY RATES AND THEIR ELIMINATION 


Mr. Lairp, I noticed in the statement on the 1958 estimate for pay: 
ments to air carriers the amount of $27,805,000 was forecast for local 
service operations, and under the local service operations there are 
13 carriers involved. What is the lowest subsidy rate per mile in these 
13 carriers? 

Mr. Mutxiean. Roughly 20 cents per mile, sir. 

Mr. Larrp. What local service carrier has that subsidy ? 

Mr. Mutuiean. I believe it is North Central. 

Mr. Larrp. What local service carriers have the highest rate, and 
what are the rates? 

Mr. Rorn. We can check the exact figures for the record. From 
memory, I believe Central Airlines has a rate in the general vicinity 
of 80 cents for every plane mile flown. I believe that that would be 
the highest rate. 
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Mr. Larrp. Is there any possibility in the foreseeable future that 
these local service operations can be put on a subsidy-free basis in the 
foreseeable future? 

Mr. Durree. I assume that is a matter that should probably be ad- 
dressed to the Board. Some of them are reducing their subsidy 
requirements. Some of them may eventually be able to get off subsidy. 
Those are factors that the Board is attempting to cope with now. 
There are the new types of local service carrier cases which have been 
instituted within the past year or two. The local service area cases 
are cases where the Board is attempting by a consolidation form of pro- 
cedure to consolidate all of the applications of the local service carriers 
for route extensions into geographical area cases. That is being done 
so the Board can have an overall look at the entire operation of not just 
one local service carrier but all the local service carriers in a composite 
analysis and so that the Board can determine the routes best designed 
for a more economical operation. I may say that that is very closely 
tied in with the plans of the local service carriers for new types of 
equipment. 

For example, five of the carriers have advised the Board that they 
are contracting for new types of equipment such as the F-27, the Fok- 
ker Fairchild airplane to replace the existing DC-3. There will be 
need for greater coordination and flexibility of routes and improved 
equipment, pressurized aircraft. These aircraft can land, I believe, 
on any secondary airport within the local service areas. They are 
forecast to operate efficiently. They provide far more comfortable 
travel. It is faster travel. It is at almost twice the speed of a DC-3. 
Because of all these considerations I think the Board is of the opinion, 
as the carriers represent themselves in their justifications for the pur- 
chase of these airplanes, that in a matter of 2 or 3 years, after a period 
of adjustment which always follows the introduction of a new type of 
aircraft, we can expect a reduction in subsidy. I think the record 
shows that when the major trunk carriers first began operating the 
DC-6’s, the Constellations, for the first 2 or 3 years their subsidy went 
up. After they had adapted themselves to that type of operation their 
costs began to go down. Experience has demonstrated that for a 
period of 2 or 3 years the subsidies will go up before they go down. 
Those are my own conclusions. There are probably some better ex- 
perts in the room than I. 

Mr. Larrp. I would just like to say that I have had the experience 
of sitting on the opposite side of the table as Mr. Durfee justified his 
budget when he was chairman of the Wisconsin Public Service Com- 
mission, and he did a fine job then and has done as equally as fine a 
job today. I want to commend him on his presentation before the 
committee. 

Mr. Preston. There are 2 or 3 more questions I want to ask, You 
have been very helpful. 


CARRYOVER OF MONEYS 


Now, Mr. Mulligan, how much balance do you have on hand of the 
fiscal year 1957 appropriation for payment to air carriers? 

Mr. Mouttican. As of March 22 the current balance was $8,226,572. 

Mr. Preston. How much of that is unobligated or uncommitted ? 








951 


Mr. Mutuican. That is strictly a cash figure, sir. None of it is 
committed actually in an obligation sense. 

Mr. Preston. How much will you have at the end of the fiscal year, 
Mr. Mulligan? 

Mr. Muutuican. We expect, Mr. Chairman, that in order to pay the 
monthly billings currently it will be necessary to recover sums from 
certain carriers under orders recently issued or soon to be issued. 
Our estimates for this year were based on that assumption. In other 
words, our payments are running about $3,500,000 a month. Those 
are the regular monthly billings. So you can see that shows a re- 
quirement “of cash for the remainder of the year of approximately 
$10,500,000 against the actual cash on hand of $8,200,000. 


ATR CARRIERS AND THEIR NET WORTH 


Mr. Preston. Mr. Thomas has requested, Mr. Chairman, that there 
be inserted in the record the names of the big certified carriers and 
their net worth during the first year of their certification. 

Mr. Durrer. I assume he refers to the 12 trunkline carriers. 

Mr. Preston. I suppose so. And also their net worth in the year 
1956, and the dividends paid in 1956. 

(The information is as follows:) 











952 


























o_o ae —— a ~ a TD ee - he “ ’ eS Se a a ae eS SS i 
= Fs a OF le a Se 
wo 
"ec6t ‘1 Avy uo at ery wnmneg ? oped anee i = ane 9 
: 03 sqaodaa Joe :001n0 “es6t “I “ady Uo “ouy ‘seury atv Oy ¢ 
v0.9" mmo . "2961 ‘91 “BMY WO “OUT ‘soUTITY JUSUTUOD-PITN Poquosqe Ue YITA PoBIEW » 
"4903S AINSBOLL, LE“FZY$ SOPNIOUT ¢ “CWP IVT} 0} JOPIA o[QuiIeAv BIep Joys GOUBTEG ON “OFT ‘TE “OO = . 
“4003s 183]d"d oY} JO JUDIE OG UBY} S1oUl Peo ‘OUT "9S61 ‘I OuNL UO “OUT ‘SeUTLITY [BTUOTOD peqiosqe puv qITM po 
‘shvMITy PHOM UgoysouLy utd gor an Ul SOLIBIPISgNs dYsSeMOp PuB uZTe10} If8 SepNnyouy ¢s *peredor SBA 9[Q BI STUY ueq a coreneae qou 
“ZS6I ‘OT “dy uo‘ “ouy ‘soury ayy Puvysy peqsosqe puv qITK pes10~w t 819M YOST A JO SJUNOUIV JOVXS 9G} SPUOPTAIP Yoo}s JO SJUNOWIE [[VUIS A[GATIElSI SopNpUy] ; 
d £69 ‘086 | di LLL ‘Geo ‘bar £66 ‘LTT ‘eg 82S ‘6Iz ‘E9 902 ‘8619s | OLS ‘096 ‘6I LLL ‘OWO'S s | CEL‘S8B ‘OTs | OOOFEO'Z = | mn PHOM Uvoyleury ued 
Oe ee eae pre fT a ee ee | ORT See (€86 ‘608) 699 ‘FE9 Z19 ‘809 warmer erecernss-""="-DUBlUT PUB UI9ISO A 
Wie ee ee ee eee el ee, | eee Le ‘6gI $20 ‘22 pampered Cy ee att eee ae ee eee 
689 ‘961 ‘T | d 982 ‘166 ‘FT $89 ‘ecg ‘8 Oz ‘ace ‘¢ TST “622 TLS ‘£69 (200 ‘2¢8) 698 ‘PEO ees 2 Bee aan eee eos ae eee , WIEqSO MA 
d 199 ‘601 ‘T | d PSL ‘10T ‘og 6LE ‘66t ‘6 000 ‘22 ‘9 oze ‘coe “FT 020 ‘681 ‘T (bE ‘ZbZ) 7 oe a og BAG ebitc Raiinena PRR oo a. & 480M 430 N 
d aX £90 “668 FES ‘108 “6 689 “E8z ‘T IIZ ‘69% ——— 3 3 3 |= , Wer ae eet en ee qsvoqyJ0N 
682 ‘FRO ‘T 120 ‘$98 ‘LT REZ ‘OOF ‘9 ZSh ‘THOT 868 ‘622 (188 ‘T1) 126 ‘121 aa eee ee ee feuoneNn 
ac a a i oS ae cS el oe he ae | Pl eee 662 ‘$8 12 ‘19 ek ee epee ee § PO puB sip 
= Es ot ee ee A ee ed eS a | a ee 868 ‘SF ZLL‘L9 STO ‘Soe woareeennn==="-""""T9UINOS Pus OsLITYO 
1st ‘ogz ‘T Z8I ‘8b ‘eT £h8 ‘096 ‘ST ver ‘ogg ‘E 196 ‘OLT 106 ‘98 aS nae) Ji ee ee ee 9 B19 
26 ‘LEZ OFF ‘b10 ‘F ZL0 ‘SLE ‘T 00S ‘269 ¥6 ‘602 1h6 ‘bE 000 ‘SZI aes ee eee ee ¢ [eJUEUPUOD 
& 5 2 $88 ‘080 ‘9 Zz8 ‘c18 ‘8 68S ‘606 LL ‘PLL (102 “661) O8t ‘FEL ee i er ae ee Teydep 
ae ae oe ee Or ee ce a ert ees ato LI ‘166 (STZ ‘c61) Ob8 ‘91Z wees = Bea ee queUT}U0H-pPIW pus yravig 
SE ee a oe Soe ete 692 ‘Okt (98T ‘9T) 9F9 ‘20 NS SG Ere pe es ee UeUT}UOD-PIW 
d 802 ‘264 ‘I bz ‘982 ‘6 166 ‘Eoe ‘ST 862 ‘OLE ‘2 898 ‘999 | (ZE9 ‘6L1) 0066 a Sa le ee ee ee » pyuvig 
doe9l “bes ‘F SIF ‘822 ‘Lh 926 ‘O88 ‘Fe 208 ‘692 ‘ze 86 ‘269 ‘TT — | (BOT “bez ‘Z) Use ‘Ele ‘9 TE ee seek ne eee pean, 
d 611 FO “297 ‘TE SPS ‘OZ ‘2% Z8I ‘CRO ‘OT 082 ‘68F ‘S (692 ‘Z98 ‘T) 682 ‘269 % ae? De ee PHOM suBLy, 
ee ee ee ee ed ee Ee Peer ee ne POI ‘6SF ¢ (210 “bg)e ZIZ ‘E62 ¢ Pe. So et ee [eTUOjoD 
d 968 ‘see ‘¢ bOP bE “IL 098 ‘600 ‘21 O18 ‘6FS ‘Z 189 ‘160 ‘€ 949 “bez SOL ‘88Z ea See ee ¢ U1EISeq 
d 890 ‘668 ‘8$ 809 ‘Zee ‘ZZ$ | BLL ‘SOT ‘Zes | 926 ‘EES ‘ez$ | FL0‘6FO‘IS | (S8E‘ZE8‘I$) | ShL ‘OES aa. SS ee uUvoyIOUy 
snid.ims sn[dins 4903s sn[dins snydins 4004s 
9661 aves pow ideo eyidep 18101, peuieg Teydeo Teqdep 
Iepuaeo JHLUO 
SpueppaAiq om ee Sa? ae eR ee ee = ik aS 2 ee 
Q96T “TE “99C] 48 SB YIIOM JON S861 ‘1g “09, 38 SB YWIOM JON 





[ja0do1 Aavuyupoid seyvorpuy q] 


shonay POM, UDILLAWY UDY PUD 84914109 
uryuns paywaynsa? BT (9961 ‘Tg ‘29q pun ‘9961 ‘og ‘idag pepur syjuow ZT bursnp) spusprarp (gg6T ‘TE ‘29q PUD ‘SEEI ‘TE ‘2aq 3D SD) YRW0M aN 





953 


Mr. Preston. If there are no further questions, this concludes the 
sata 
We thank you gentlemen very much. 


Monpay, Marcu 25, 1957. 
Strate Maritime ACADEMIES 
WITNESS 


HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 


Mr. Preston. The committee will come to order. 

This morning we will be hearing congressional and outside witnesses, 

Our first witness this morning is the Honorable Clifford G. McIn- 
tire for the State of Maine. 

We are delighted to have you with us this morning. I believe that 
you want to speak on the subject of State maritime schools. 

Mr. McIntire. Yes. 

Mr. Preston. We will be glad to hear you. 

Mr. McIntire. Thank you very kindly. 

Members of the committee, first may I express my appreciation of 
the support which has been’ given to the State maritime academies 
by this committee in years past. The budget this year carries an item 
of $660,000 for the maintenance of the State maritime academy and 
its oper ation. 

GENERAL STATEMENT 


Now, Mr. Chairman, I would simply like to file this statement and 
make 1 or 2 observations, if I may. 

Mr. Preston. Very well, you may file the statement. 

(The statement referred to is as follows :) 


TESTIMONY PRESENTED BY HON. CLIFrorp G. McINTIRE 


Mr. Chairman, it is indeed gratifying to note that the budget, for fiscal 1958, 
recommends the sum of $660,000 for the maintenance and operation of the State 
maritime academies. 

As this committee knows, this program for training merchant marine person- 
nel stems from the declaration of policy set forth in section 101 of the Merchant 
Marine Act of 1936, as amended, which, in part, states: “It is necessary for the 
national defense and development of the foreign and domestic commerce that the 
United States shall have a merchant marine * * * manned with a trained and 
efficient citizen personnel. It is hereby declared to be the policy of the United 
States to foster the development and encourage the maintenance of such a mer- 
chant marine.” 

As thus established, the maritime training program—as it has functioned 
throngh the years—stands as a splendid tribute to the magnificent attainments 
that can be effected through a program of Federal-State cooperation. Such par- 
ticipation has, by virtue of its customary and unquestioned regularity, tended 
to. take its place as one of our many American traditions. In line with this 
consideration it is interesting to note that for the State of Maine’s academy 
operation, during fiscal 1956, the Federal Government contributed $136,966.33, 
while the State of Maine supplied $135,000. In addition $220,618 represented a 
sum ‘collected for cadet tuition fees, uniforms in excess of Federal allowance, 
and room and board. 
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The State of Maine’s maritime academy is located at Castine, Maine, a com- carr 
munity rich in maritime background and having about it an atmosphere of the of tl 
sea. * * * Presently there are 163 students in attendance at Castine Academy Stat 
with 59 of these being out-of-State cadets, W 

The $660,000 requested in the fiscal 1958 budget is scheduled to be broken down 
in a manner similar to the following program for fiscal 1956: Federal grants: the 
$100,000, Maine receiving $25,000; per capita, out-of-State cadets : $90,000, Maine T 
receiving $22,500; uniform and textbook allowance: $142,000, Maine receiving Ide 
$30,000 ; subsistence : $178,200, Maine receiving $37,650: maintenance and repair ver 
of training vessel : $149,800, Maine receiving $37,450. With regard to the uniform sh 
and textbook allowances, é¢ach qualified cadet receives $200, and for subsistence the 
the sum of $250. I 

Mr. Chairman, it should be remembered that, in this day and age of swiftly de Sta 


veloping technological nautical innovations, seamen highly trained in up-to-date 


methods are vitally essential to an efficient. operation of our country’s ships on the c i 
high seas. For instance, high-pressure steam is increasingly being used to power 198 
our oceangoing craft, and the use of such power requires the attention of highly 3 
skilled ship engineers. Such men ean be acquired only through a thorough pro- the 


gram of maritime training. 

Too, within a relatively recent period, we have been treated to the successful 
demonstration that underwater vessels like the Nautilus and the Sea Wolf can 
be driven through the waters by atomic energy. This strongly suggests the dawn 
of a new power era for seagoing vesels, pointing up the type of highly skilled 
seamen that will, in all probability, be required to man our ships of tomorrow, sp 
and reminding us that the training of our seamen must keep in step with our 
nautical technological advancements. 


Most important of all, perhaps, is the realization that such a maritime training 31 
program provides our Nation with a moving supply of trained seamen who are of 
equipped to man our ships in times of peace and peril. From such training al 


springs a program of versatile adaptability, for, as a glance at the past will re- 
veal, the trained seaman aboard a commercial ship on peaceful waters adjusts 
with remarkable swiftness and facility to an emergency vessel making its pre- 
carious way through the troubled waters of war. 

Mr. Chairman, the history of the State maritime academies is one replete with 
accomplishment. To effectuate the maintenance of such a worthwhile program 
of training is to lend substance to an institution that has established itself as 
an integral and vital part of the American complex. 


ad 


As a Representative of Maine’s Third Congressional District, a district within tn 
which one of this country’s four State academies is located, I respectfully urge 
that this committee act to endorse the budget recommendation of $660,000 for e 


the State maritime academies. 
Mr. Chairman, and members of his committee, I deeply appreciate haying this 
opportunity to present my testimony. 


STATE OF MAINE’S MARITIME ACADEMY a 

Mr. McIntire. In line with this consideration it is interesting to a 
note that for the State of Maine’s academy operation, during the fiscal 

year 1956, the Federal Government contributed $136,966.33, while the V 
State of Maine supplied $135,000. In addition, $220,618 represents 

a sum collected for cadet tuition fees, uniforms, in excess of Federal ’ 

allowance, and room and board. ‘ 


The State of Maine’s maritime academy is located at Castine, Maine. : 
a community rich in maritime background and having about it an 
atmosphere of the sea. Presently there are 163 cadets in attendance 
at. Castine Academy, with 59 of these being out-of-State cadets. 
Mr. Chairman, this school is set apart on a separate campus. Its 
facilities were formerly a State teachers’ college. The facilities are 
well adapted to maritime academy use. 
The little community of Castine is a coastal community. The ship 
is docked right there in the community and is readily available for use 
for training. It is an established institution in Maine. It is being 
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carried on a very complementary manner. It is a very definite part 
of the educational system, not only within the State, but outside of the 
State in that 59 of the boys enrolled there come from outside the State. 

We are strongly in support of it at the State level, as indicated by 
the contribution of the State of Maine. 

The ship is a relatively new one, which was supplied to the academy. 

I do wish to report to you that in my opinion this school is progressing 
very satisfactorily, filling a very firm need of training young men in 
the maritime service. 

I strongly urge that the budget recommended be supported for the 
State academy. 

Mr. Preston. I believe that the budget is at the same level for 
1958 as it was for 1957? 

Mr. McIntire. It is, sir, and I might say it is at the same level of 
the preceding year. It has been the same for the last 3 years. 


FEDERAL GOVERNMENT AND STATE CONTRIBUTION 


Mr. Horan. Did we establish how much the State of Maine is 
spending ? 

Mr. McIntire. Mr. Horan, the Federal Government contributed 
$136,956 and the State of Maine $135,000. In addition, the State 
of Maine made available the facilities, the buildings, the campus and 
all, which was formerly a State teachers’ college, which is very well 
adapted to this type of educational facility. 

Mr. Presvon. Are there any questions of Mr. McIntire? 


SCARCITY OF SKILLED PERSONNEL 


Mr. Tomas. We are certainly delighted to have our distinguished 
friend with us. 

In the State of Maine, which is the most scaree—doctors, dentists, 
electronic engineers, or seafaring officers? Where is the greatest 
scarcity ¢ 

Mr. McIntire. I would say, Mr. Thomas, that doctors and engi- 
neers are not in long supply by any means. With regard to our seafar- 
ing officers, there is ample material in Maine. 

Mr. Tuomas. The beaches are literally covered with seafaring 
officers waiting to get aboard a ship? 

Mr. McIniire. Not in Maine. These boys go into merchant ships 
which serve other ports. 

Mr. Tuomas. If we had to conserve our funds would it not be far 
wiser for the national purpose to spend money on the training 
of engineers and scientists rather than on deck officers for the Mari- 
time Administration. 

Mr. McIntire. It is my opinion, Mr. Thomas, it is necessary to have 
the nucleus of some training personnel, both in the seafaring vocation 
and in, others. 

Mr. Tuomas. Of course, the Navy Reserve training program turns 
out thousands of naval officers every year. 

Mr. McIntire. Yes, that is true, but this program, it seems to me, 
fits the type of basic program which is necessary even if these boys 
<lo.not necessarily follow the field of the merchant fleet for their full- 
time life occupation. It is the type of Reserve program which is so 
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important from a defense standpoint and it is the type of training 
program which I think is very essential to support the merchant 
marine with adequately trained personnel, particularly with tech- 
niques and technology changing as rapidly as they are in this field, 

Mr. Tomas. You have made a nice statement. 

Mr. Mcinrime. Thank you very kindly. 

Mr. Preston, Are there any further questions by members of the 
committee ? 

Mr. Bow. Ihave one or two questions. 


KINGS POINT ACADEMY ENROLLMENT 


Now that the Kings Point Academy has been made a permanent 
Government installation taking on somewhat the same status as the 
Military Academy, the Naval Academy, and the Air Academy, for 
which Members of Congress are now making nominations, would you 
express your opinion as to whether or not that institution will now 
turn out sufficient officers to man our merchant marine ? 

Mr. McIntire. I think, Mr. Bow, we can look at it in this light: I 
think there are facts—I do not have them with me, but this matter has 
been discussed over the years—which will establish that the cost of 
training in the State academies is very reasonable. The contribution 
which the States make certain reduces the cost of training as far as 
the Federal Government is concerned. I am in accord with that con- 
tribution which the States make. I think we could look upon the 
State academies much in the same framework as we look upon the mili- 
tary units in our land-grant colleges, as complementing the trained 
officer staffs of our military forces, and that the State academies and 
the maritime field fit that same place and all help to build a Reserve 
program. And just because we have an academy at West Point, at 
Annapolis and one at King’s Point, I hardly think that is justification 
to do away with the naval ROTC or the other ROTC units in our land- 
grant and other colleges. It is a part of a manpower-management pro- 
gram, and it seems to me there is justification to integrate it somewhat 
at the level of the State where the State makes some contribution, and 
integrate it in a manner in which it is available to the boys on a basis 
it might not be available if you set up strictly on the academy type of 
approach for West Point, King’s Point, Annapolis, or the Air Force 
Academy. I think it has to be taken in its complete picture. 

Mr. Bow. I agree with you on the military Reserve. Is it not a 
fact, however, that the need is not comparable with the number of 

raduates we now have at King’s Point, and the ability of King’s 
oint to supply the officers for the merchant marine ? 

Mr. McIntire. I think there is argument both ways on that point. 
It is my understanding a young man who attends a land-grant college 
and graduates with a Reserve commission in the infantry is under an 
obligation to go into the service for 2 years, but the supply of second 
lieutenants for all categories of the service is such that he is not as- 
sured that he is going in with his commission. And so we are exceed- 
ing perhaps momentarily the manpower requirements for second lieu- 
tenants, but I still think we have a sound basis for continuing the 
officers’ training program. 

So there is possibly some surplus in this field, but basically we need 


or 
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to give and have a Reserve training program. 1 use that word with a 
small “r.” We need to have a program that will train some of these 
people in a manner in which they are capable to be called upon for the 
emergency when we might be called upon for great sums of men for 
the security of this country. 

I believe these maritime academies, the cost of training, the State 
participation and all, justify their continuing as an integral part of 
that reserve manpower program pool. 

Mr. Bow. And back of all that is also an old tradition of State pride. 

Mr. McInrire. Of course, that has a part. 

Mr. Bow. It hasa great part. 

Mr. McIntire. Yes. That has its part. Nevertheless, you can use 
tradition in a rather practical way as of today. 

Mr. Bow. Nothing further. 

Mr. Preston. Are there any further questions of Mr. McIntire? 
If not, we thank you very much. 

Mr. McIntire. Thank you. 


Monpay, Marcu 25, 1957. 
Strate Maritime ACADEMIES 
WITNESS 


HON. JOHN F. BALDWIN, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Preston. We will next hear from the Honorable John Baldwin, 
a Member of Congress from the State of California, who will speak 
on the subject of State maritime academies. 

We are delighted to have you this morning. 


GENERAL STATEMENT 


Mr. Batpwin. Mr. Chairman and member of the committee, I am 
here, as was Mr. McIntire, to testify on the appropriations for State 
maritime academies. 

The California academy was established back in 1920, and the Cali- 
fornia academy has received Federal appropriations every year since 
its origination. It was originated on the understanding that it would 
be entitled to receive a Federal contribution each year. It has done, I 
think, an outstanding job. It is the only training academy of this 
kind on the west coast. 

For various reasons, of which distance is the one fundamental 
reason, the existence of Kings Point does not provide, I think, the 
need or the appeal for boys on the west coast to travel 3,000 miles to a 
far-eastern institution. 

The State of California feels it provides a very essential service. 
The State, just within the last several years, has built a very fine 
new building with new classrooms. It now has just completed plans 
for a new dormitory which will be an excellent building. It has 
gone ahead to make permanent investments in that academy which I 
think will make it one of the outstanding State academies. 
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I have been through the classrooms. I have been present and 
watched some of the work of the students and I am convinced that 
with the additional techniques in the way of radar and many other 
things that are now being developed an academy of this kind serves 
a very essential purpose. 

It has been mentioned here by Mr. Thomas that there may be some 
situation at the present time where there are some men who are unable 
to obtain positions. I have checked with the commanding officer of 
this academy and he has told me, and he told me at graduation last 
year, that the men they are turning out at this academy have no 
problem in finding positions because of their up-to-date skilled 
training. 

I think that we have to recognize the fact that we are training not 
just for today’s situation but for what may be true for tomorrow. 

I have talked with men that sailed ships out of San Francisco dur- 
ing World War II, who said that they went out with convoys where 
they had officers in charge of some of these ships and they did not 
know whether they would actually be able to get those ships through 
or not in the event of any emergency because the men had so little 
training. That seems to be the basic thing that these State maritime 
academies provide. They are providing a very essential part of our 
merchant marine officer training, and a part that we in time of war 
may have great dependence upon. 

I would like to say that the State of California is contributing— 
and I do not have the exact figures—more funds toward this academy 
by a material amount than the Federal share, but the Federal share is 
very essential to the academy because its budget yearly is based upon 
the Federal contribution continuing in the same manner that it has 
since the formation of the school. 

So I would like to support the appropriation for it. I think it is 
money well spent by the Federal Government because the Federal 
Government for the dollars it is spending is getting more men trained 
by far than the dollars it spends in Kings Point where the whole Fed- 
eral contribution is required. I think this is providing a most essen- 
tial phase of training and I think particularly on the west coast it is 
essential to have a good institution of this type. 


FEDERAL GOVERNMENT AND STATE CONTRIBUTIONS 


Mr. Horan. I think it would be well if we could find out what the 
total contribution of the State of California is in this program. 

Mr. Batpwin. $352,000 this year. 

Mr. Preston. Do you have someone with you? 

Mr. Batpwin. I have with me Admiral Tisdale, of Vallejo, who is 
here as a permanent representative for Solano County. 

Mr. Preston. We are glad to have you with us, Admiral. 

If there are no further questions, that will be all. 


Monpay, Marcu 25, 1957. 


Strate Maritime ACADEMIES 
WITNESSES 


HON. PAUL A. FINO, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEW YORK 


Mr. Preston. We will now hear from our colleague , the Honorable 
Paul A. Fino, a Representative in Congress from the State of New 
York. 


GENERAL STATEMENT 


Mr. Fino. Mr. Chairman and members of the subcommittee, L am 
Congressman Paul A. Fino, representing the 25th Congressional! Dis- 
trict of New York, wherein is located the New York State Maritime 
Academy. 

To begin with, I wish to take this opportunity to thank the chair- 
man and the members of this subcommittee for the privilege of ap- 
pearing before it. Also, I wish to express my sincere apprccatin 
tor the many courtesies extended to me and my colleagues in the past 

Needless to say, I am indeed gratified to observe that the President’s 
budget for fiscal year 1958 does include a recommendation for con- 
tinuing the sum of $660,000 in F ederal grant to our 4 maritime col- 
leges in the States of New York, Maine, Massachusetts, and California. 
These funds, as we stated to this committee on previous occasions, are 
considered most essential for the operation of our State maritime 
schools, 

I must say that the members of this subcommittee were most! courte- 
ous and gracious in their reception of our arguments before this com- 
mittee in 1955 when Federal funds had been deleted from the 1956 
budget. It was only because of this subcommittee’s kindness and con- 
sideration, as well as affirmative action, that those funds were restored 
to that budget. 

Again, in 1956, we were heartened to see that, not only did the 
President recommend these funds for fiscal year 1957, but that this 
committee continued its approval of this essential item. 

The purpose of my appearance at this time before this committee is 
to reaffirm my interest in the continuance of these funds for the 1958 
fiscal year. There is no question that our merchant marine is seri- 
ously in need of an adequate supply of well-trained officers. The 
unstabled world conditions point up to the need for, not only expansion 
of our merchant-marine fleet but the need for a continued supply of 
trained personnel, 

While we are all most anxious to cut our high budgetary costs, cer- 
tainly, we must not do so on items such as this “which are essential and 
beneficial to our national interest and defense. 

I respectfully urge this committee to approve this item which is so 
important to our maritime academies. 

Thank you. 

Mr. Preston, Thank you very much. 
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KINGS POINT MERCHANT MARINE ACADEMY 


Mr. Preston. I have here a statement from the Honorable Steven 
Bb. Derounian on the Merchant Marine Academy at Kings Point and I 
would like to submit it for the record. 

(Statement referred to is as follows :) 


I do not advocate spending on any Federal program one cent more than is 
absolutely essential to the well-being and the security of our country. As in 
the consideration of all Federal activities, the appropriation for the Merchant 
Marine Academy at Kings Point must be balanced against economy and necessity. 

The budget as submitted, you will see upon examination, asks for nothing above 
that needed for maintenance, repairs, and essential personnel. Increase over 
the 1956 appropriation is, in fact, half a million dollars less than the amount 
recotamended by the 1956 Board of Visitors. 

Insofar as the buildings are concerned, the Government has here a $15 million 
plant, badly run down and seriously in need of repairs: neglected over the years 
because of insufficient funds. I am economy minded, but I know it is false econ- 
omy to permit minor deterioration to grow to major problems, as has been the 
case here. The Kings Point budget should include sufficient funds to have these 
essential repairs made, if the buildings are to hold together. I realize that the 
members of the Committee cannot inspect the Academy building, personally, but 
if they will read the reports of the Boards of Visitors, over the years, they 
will find, repeatedly, mention of the urgent need of certain basic repairs. 

Over the past year there has not been enough money in the budget to feed 
adequately the young men who are the cadet-midshipmen, and I hope the 
members of the committee will pay careful attention to this item. 

Turning to the achievements expected of this Academy. Kings Point cannot 
turn, out good officer material for our Naval Reserves and for our essential 
merchant marine—our fourth arm of defense—without adequate faculty, text- 
books, library facilities. And here again, you will find the requested budget asks 
only for the minimum to maintain an acceptable scholastic standard, if the 
Academy is to fulfill its purpose. 

The Merchant Marine Academy at Kings Point learned long ago how to 
operate on a limited budget and it asks for no luxuries, but only for those funds 
essential to carrying out its assigned task. I trust the committee will bear in 
mind these factors in considering the Academy budget. 


Monpay, Marcu 25, 1957. 
9 ’ 


Atrvort Controt Tower at Haywarp, Cacir. 


WITNESS 


HON. GEORGE P. MILLER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Preston. Our next witness is the Honorable George P. Miller, 
a Representative in Congress from the State of California, who desires 
to be heard this morning on the airport control tower at Hayward, 
Calif. 


Weare glad to have you. 
GENERAL STATEMEN' 


Mr. Mutter. Mr. Chairman and members of the committee, I have 
requested an opportunity to appear before you in support of an ap- 
propriation of funds for a control tower at Hayward (Calif) Muni- 
cipal Airport. 

It is my understanding this money is now in the budget and I am 
speaking in behalf of trying to keep it there. 
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Mr, Tuomas. I wonder if I may interrupt. I have known the gen- 
tleman many, many years, and most favorably, but I just w ant to 
say that if there is a loose dollar floating : around it will not be very far 
ahead of our distinguished friend from California. He will be right 
there on its heels t taking it back home, and I want to commend him. 
If he ever moves from California I want him to move to my part of 
the country, because I think he will add to it. He is a great Member 
of Congress and I think he is a fine individual with it. 

Mr. Muer. Thank you very much, Mr. Thomas, but I want to 
say this is the first time in a number of years that [ have ever had 
occasion to come before this subeommittee, and I do not think that 
] ever had the privilege of appearing before your subcommittee. I 
feel that I am treading on very dangerous ground in these sacred 
walls of the Appropriations Committee, because I have never had 
much experience. 

Mr. Tuomas. He is far from being a neophyte. 

Mr. Miturr, Until a coordinated control tower is established the 
citizens of Hay ward and the surrounding area will live under the 
ever-present and ever-increasing threat of a serious air collision. This 
urea is one of the fastest growing sections of California. The city 
of Hayward, according to a special census taken in March 1955, has 
increased its population 141.7 percent since 1950. 

Civil Aeronautics Administration figures show a total of 113,800 
annual itinerant operations and 96,200 annual local operations at 
Hayward. This includes military traffic of more than 75,000 opera- 
tions per year. 

Hayward Airport is only 5 miles from the Oakland Airport, which 
has a count of 127,432 interstate itinerant operations and 57,414 air- 
carrier operations annually. Hayward is directly within the ap- 
proach pattern of the Oakland Airport. Because of the proximity of 
the two, Hayward traffic, both military and civilian, is a constant 
source of hazard to the existing interstate traffic at Oakland. 

At present, Hayward Airport has 235 civilian and 20 military air- 
craft based permanently on the field. These figures are rapidly 
growing. A year ago there were only 195 civilian and 12 military air- 
craft. In addition, approximately 75 transient aircraft arrive and 
depart from all parts of North and Central America weekly. There 
are 15 to 20 transient planes on the ground at all times. 

Hayward Airport is the base for 6 flight schools with 30 aircraft 
and 210 students. There are also 12 flight clubs with 21 aircraft and 
a membership of over 200 who conduct extensive training programs. 
Approximately 60 business firms operate and base aircraft at Hay- 
ward. 

Title to the airport is Federal property and for the foreseeable 
future it will remain an operational field. Any improvements in- 
stalled there can be considered to be of permanent status. 

Mr. Chairman, this formidable volume of activity, considered in 
conjunction with the close proximity of the Oakland Airport, fully 
justifies the establishment of CAA control-tower service at Hayward, 

Thank you for your courtesy in allowing me to present my views on 
a question of such vital concern to the people of my district. 

Mr. Preston. We are glad to have you come in and support this 











962 


item. Your traffic figures sound like they might be in the area of suf- 
ficiency to justify a tower. The committee will be glad to look into it, 

Mr. Mituer. I may say, Mr. Chairman, the CAA has recommended 
this because of its proximity to the Oakland Airport. You gentlemen 
are all familiar with it, I know. This airport is actually a part of 
the defense scheme. That is why it is there and that is why it is main- 
tained by the Government. 

Somebody said when I told them that I was coming over here, “Let 
us abandon the airport.” I said, “I am sure the people in my area will 
be very happy to get the land that this airport is on. The land is 
worth about $3,000 an acre or better.” 

It is an integral part of the defense system, and I think that is one 
of the reasons why the CAA has recognized the necessity for the tower. 

Mr. Presvon. Are there any questions? 

Mr. Mirtrr. Thank you very much. Thank you for your compli- 
ment, Mr. Thomas. 


Monpbay, Marcu 25, 1957. 
SwaLi Arrports 


WITNESS 


HON. WILLIAM JENNINGS BRYAN DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Preston. Our next witness is the Honorable William Jennings 
Bryan Dorn, a Representative in Congress from the State of South 
Carolina, who wishes to speak to the committee with regard to some 
items in the CAA budget. 

We are glad to have you with us, Mr. Dorn, and we will hear you 
at this time. 

GENERAL STATEMENT 


Mr. Dorn. Mr, Chairman and gentlemen of the subcommittee,, I 
want to thank you for what this subcommittee has done in the past for 
these little airports around the country. 

Take, for example, in my district I know that last year they were 
about to cut out the installation at Anderson, the largest town in my 
district. It is a town of 35,000 people in a county with no railroads 
at.all. There is no railroad or passenger service out of that town and 
the only thing they have is the airport plus the buses, and that service 
is not too good because there are not any main highways. 

This committee helped save the CAA station there and I appreciate 
it, as do the people there. 

In this recommended report here there are several little items for 
Anderson and for my hometown of Greenwood. I just hope that 
the committee will earnestly consider these little items to keep these 
little airports going way out in the grassroots of the country. 

At Greenwood we do not even have any instrument equipment so 
when the weather is foggy, or closes in rapidly, the planes have to turn 
around and go back to Greenville, which is about 55 miles away. 
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This little item recommended in this report is a step toward getting 
air navigation aid at Greenwood, which is served by Southern Airw ays. 

Anderson, I might say, is served by Eastern. 

I hope that the committee will give that very careful consideration. 

I certainly do appreciate what you gentlemen have done in the past 

for these little airports that you do not hear from much and which 
are far out 3 the country. They are doing a great service. 

Anderson, 8. C., is in an unusual situation. There is no passenger 
railroad service there at all. Yet it is in the main area between 
Atlanta and Charlotte and Richmond. Air service is very vital to 
them. 

Quite often you Members of Congress catch things like that whereas 
some of our big bureaucrats do not. I want to commend you because 
they will be taken care of at Atlanta. Sure, that is a great city in 
your State, Mr. Chairman. They will take care of ( ‘hicag ro, but they 
will sometimes overlook the little places which mean so much to the 
people way off. 

Thank you, Mr, Chairman. 

Mr. Preston. Mr. Dorn, I recall very well that you spoke to me 
very earnestly about this Anderson situation last year. We recog- 
nize those as two prominent cities. We will be glad to give considera- 
tion to your request. 


LOCAL COMMUNITY CONTRIBUTION 


Myr. Horan. I wonder if our colleague could supply the facts with 
regard to what the local community has done toward this airport. 

Mr. Dorn. I can give you what my community has done. ‘They 
have appointed an airport commission in Greenw ood County and they 
do get some appropriations locally from the county legislative delega- 
tion and from the city. They do survey the airport ‘and see what it 
needs and try to supply as nearly as possible the things that they can 
with local equipment—the county road equipment and the like. They 
will send the equipment out there and do things on the airport. The 
same thing, I understand, is done at Anderson. 

Mr. Bow. These airports are on regular commercial schedules? 

Mr. Dorn. That is right. 

Mr. Bow. And this gives you transportation in and out of this 
particular area / 

Mr. Dorn. That is right. 

Mr. Bow. You are on regular scheduled runs? 

Mr. Dorn. Absolutely. 

i want to thank you again, Mr. Chairman. 

Mr. THomas. Our distinguished friend makes a very appealing 
statement and I do not. see how we can do anything but follow his 
leadership in this regard. 
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Monpay, Marcu 25, 1957. 
Parent OFrrice 


WITNESS 


FRITZ G. LANHAM, WASHINGTON, D. C., THE NATIONAL PATENT 
COUNCIL 


Mr. Preston. The next witness this morning is the Honorable Fritz 
Lanham, a distinguished former Member of Congress, who would like 
to speak to us this morning on the subject. of the Patent Office. 

Do you have a prepared statement, Mr. Lanham? 


GENERAL STATEMENT 


Mr. LannAmM. No: I donot. There are 1 or 2 things that IL want to 
call to your attention briefly after I have made a little preliminary 
statement. 

I represent, as you know, the National Patent Council, which is an 
organization of smaller manufacturers interested in the preservation 
and protection of our patent system, and, in addition to that, I have 
the further interest of having served for 25 years on the House Com- 
mittee on Patents, and I appreciate the importance of getting rid of 
this backlog, which will enable applicants for patents to get final 
action upon their applications in a much shorter time than the usual 
3 or 4 years that it now takes. During those 3 or 4 years the applicants 
have no protection whatever. 

I have discussed this with the committee on two former occasions. 

I do wish to call your attention briefly to a situation which I regard 
as of the utmost importance from the standpoint of our country in 
the preservation of our eminence in the inventive and creative fields. 

We know the patent examiners must possess a high scientific ability 
to understand the advances in their art. However, the examiners 
must also have available at their fingertips the prior art to determine 
if the claimed invention is new, useful, and a significant advance in 
the art and not what would be obvious to a person having ordinary 
skill in that art. The prior art consists of domestic and foreign pat- 
ents and all the pertinent technical and scientific literature. 

The Commissioner of Patents is required to maintain a library for 
the collection of the prior art. This is an excellent scientific library. 
Complete collections of ‘domestic and foreign patents, scientific and 
technical periodicals, text treatises, books, and abstracts available to 
the examiner. A trained corps of scientific and technical translators 
is also an integral] part of this technical library. 

The Patent Office must make this massive accumulation of know]- 
edge readily available to the examiners in order that the examiners 
may readily act on the patent applications. The Patent Office has 
devised a classification system to meet this problem. A Classification 
Division was established in 1898, (a) to regularly classify United 
States patents, ( (b) to classify foreign patents, and (¢) to cl assify anc 
index technical literature. The segregated and classified patents are 
made accessible to the public through the means of public search room 
in the Patent Office. The Patent Office has maintained this public 
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search room for approximately the past 100 years. This has acted as 
a clearinghouse or information concerning industrial or applied 
scientific and technical developments. 

The Patent Office has a unit engaged in attempts to solve the difficult 
problems involved in the establishment of a mechanized or electronic 
searching system by which it is supposed to increase greatly the speed 
and accuracy of patent searching. This pertains to the indexing, 
abstracting, coding, system planning, and designing of a suitable stor- 
age and retrieval machine for this massive amount of technical and 
scientific information. 

In the past, the Patent Office has not had the funds and the tramed 
manpower to undertake to classify all foreign patents and index, 
digest, and abstract a]] technical and scientific publications. It is nec- 
essary that the Patent Office be instructed to fully undertake this pro- 
gram and to have the necessary funds to carry it out, for there is no 
place else in the Government which does this necessary work, and 
also would make it available to the general public. 

In 1953 the Soviet Union, recognizing that the flow and dissemina- 
tion of scientific information hastens the development of science, tech- 
nology, and invention, established the Institute of Scientific Informa- 
tion in Moscow. This institute maintains a permanent organization 
of 1,800 translators, abstractors, and publishers, reinforced by more 
than 13,000 professional engineers and scientists throughout the Soviet 
Union who act as part-time translators and abstractors of information. 
The Russian institute systematically abstracts and indexes over four- 
teen-hundred-and-some-odd of the eighteen-hundred-and-some-odd 
technical and scientific journals that we publish. We don’t do this 
ourselves. The Russian institute indexes and abstracts some 8,000 
journals, which they distribute throughout the U. S. S. R. Their 
project does not involve merely the current issues, as they have even 
brought the past issues current up to 1953 and 1954. 

There is no comparative unit as the Russian institute in our Govern- 
ment. The only unit actually and effectively attempting to do this 
job, but only as to the industrial technology, is the Patent Office. 
Therefore, it is essential we take note of this and attempt to aid the 
Patent Office in its efforts in this direction, as our security is based on 
continued leadership in science and technology. 

I thought it well to bring this to the attention of the committee. 
We need a central clearinghouse for available information and data. 
I think the authority exists, and the funds to carry on this work 
likely would not be very great, but it is highly important if we are to 
maintain our present eminence in the field of scientific development. 


INCREASED APPROPRIATION 


Mr. Preston. Mr. Lanham, I take it that you are pleased with the 
action of this committee in increasing the appropriation for the 
Patent Office over the last 2 years? 

Mr. LANHAM. Very much so, Mr. Chairman. I appeared, as you 
know, on each of those occasions in support of the increased appro- 
priations. I learned through my 25 years of service on the Patent 
Committee that our patent system has been the basis of our develop- 
ment and progress and present eminence in the scientific field. We 
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want to keep it that way. And to that end I think the estabiishment 
of such a central clearinghouse of information is essential. 

Mr. Preston. There are a lot of things that would be desirable but 
not completely essential. With the difference in the system of the 
Soviet Union and this country in connection with the free dissemina- 
tion of information, such a system would not be as badly needed in 
this country as it would in a country like the Soviet Union. We have 
the great companies of this Nation with departments of research and 
development that freely exchange information one with the other. 
Through our wonderful Bureau of Standards and through the Na- 
tional Science Foundation and other agencies we are having, I think, 
a fair amount of understanding about the nature of foreign patents, 
domestic patents, and general scientific activities. 

I do not think we in this country take a back seat to the Soviet Union 
in scientific development and advancement. 


DISSEMINATION OF INFORMATION 


Mr. Lannam. But I think the dissemination of information to those 
interested in scientific development is inherent in the functions of the 
Patent. Office, which is much better equipped from the standpoint of 
a library along that line, more so than any other agency of the Gov- 
ernment, or all of them combined. We certainly do not want to see 
the Soviets get ahead of us in that regard. 

Mr. THomas. That was a nice statement, as usual. We appreciate 
your taking time to come before us. 

Mr. Lannam. Thank you very much. It has been a pleasure to be 
with you. 

REDUCED BACKLOG 


Mr. Bow. I would just like to point out for the record that this com- 
mittee has been working on this problem, and successfully so, in the 
past. The justifications of the Patent Office state that the increase« 
resources available to the Patent Office for the fiscal year 1956 have not 
only halted the rapid rise of the backlog, but also they have mace 
possible a reduction in the unprocessed applications. The backlog 
had increased by over 40,000 in the 2 previous years. We not only cut 
down the backlog and the increase over the period of years, but we have 
made it possible to bring them more current, and under the program 
set up by this committee I think that will continue. 

I think this committee deserves a great deal of credit under the 
chairmanship of our distinguished colleague from Georgia for the 
work that has been done to carry on this progress in the Paten! 
Office. 

Mr. Lanuam. I agree with you. This committee has done an ex 
cellent job and is entitled to the commendation of all people interested 
in the preservation and promotion of our patent system. 

Mr. Bow. That is all. 

Mr. Horan. I would like to say this: I have been impressed with 
the work of our chairman. I think he has taken a very realistic 
viewpoint of all the things that are included in this budget. Also, 
there is in his work appreciation of the fact that there is a bottom to 
the taxpayers’ pocketbook. 

Mr. Preston. I thank you gentlemen for your comments. 

Thank you, Mr. Lanham. 

Mr. Lannam. Thank you, Mr. Chairman. 
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Monpay, Marcon 25, 1957. 
WEATHER BUREAU 
WITNESS 


HON. KEITH THOMSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WYOMING 


Mr. Preston. We shall now be glad to hear from the Honorable 
Keith Thomson, a Representative in Congress from the State of 
Wyoming, who wishes to testify in connection with the appropriation 
request for the Weather Bureau. 


GENERAL STATEMENT 


Mr. Tuomson. Mr. Chairman and members of the committee, I 
wish to thank you for this opportunity to appear before your com- 
mittee on a subject I think is of great importance, not only to the 
State of Wyoming which I represent in the Congress, but to the 
citizens of the Nation as a whole. 

I am completely mindful of the necessity of cutting our Govern- 
ment. expenditures. I have supported the cuts made to date, and 
intend to continue to support cuts made on a selective basis. I con- 
gratulate the members of the Appropriations Committee for their 
efforts to date. In reducing our expenditures, however, I do not 
think that we should curtail necessary and proper Federal govern- 
mental services, nor do I believe that such is necessary. In proper 
instances I think that we should expand the services where such is 
shown to be necessary. Protection of the lives and property of the 
citizens, commonly referred to as promotion of the public safety, is, 
I believe, agreed to by everyone to be a proper Government function. 
I think that everyone will agree that the collection analysis, and dis- 
semination of certain information is in this category. This service 
is, and properly should be, performed by the Federal Government. 
I believe that the extension of service in the Big Horn Basin area of 
Wyoming is an instance in which this program should be expanded 
to cover the area. 

The Big Horn Basin area comprises the north central portion of 
W yon ing. It isa large geogr: aphical area. It is one of the fastest 
growing sections of the State. It is of great economic significance to 
the State and to the Nation as a whole. Wyoming is sixth in the pro- 
duction of oi] among the States. Approximately one-half of W yo- 
ming’s production is in this area. Many other minerals are fonnd in 
the aren and are being developed. It is a rich agricultural section of 
the State, and has a large number of intensified farming areas in 
addition to ranches producing cattle and sheep. The area produces 
about one-half of the sugar beets and one-third of the beans grown 
in the State. Due to the fact that this area is entirely surrounded 
by high mountain ranges, it has peculiar weather conditions. The 

arest weather facilities are Billings, Mont., to the north, Sheridan, 
W yo., to the east, and Casper, Wyo., to the south. This area cannot 
be adequately covered from any of these existing facilities. There is 
regular airline service to Riverton, Worland, Greybull, and Powell. 
Private plane activity is high and is rapidly increasing. The area is 
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on the direct route of travel of through flights for both private and 
commercial aircraft. It is essential that the area should be served 
with a weather station and communication facility. 

Not only is it necessary to the local interest, but in the national 
interest. People from all over the country fly into the area and use 
the roads through the area. A study of this situation has been per- 
formed by the community of Worland, Wyo., which city commends 
itself as a suitable site for the location of facilities. Rather than to 
review the widespread interest in establishing these facilities, I am 
filing at this time with the committee a copy of the Worland report, 
T particularly call your attention to the many testimonials from people 
all over the country interested in the establishment of the facility 
because of their business activity within the area, and the necessity 
of their making frequent visits within the area to look after these 
interests. One of the principal entrances to Yellowstone Park, which 
is visited annually by thousands of people from every State in the 
Union, is in the northwest part of the basin. 

This situation has been called to the attention of both the Weather 
Bureau and the Civil Aeronautics Administration. Both of these 
agencies recognize the desirability of the establishing of their re- 
spective facilities, but contend that such cannot be done with pres- 
ently available funds. In a letter from F. H. Reichelderfer, Chief 
of the Weather Bureau, dated December 17, 1956 to myself, he states, 
“although we recognize that a full-time weather station at Worland 
would be very useful, our present fiscal situation does not per mit the 
establishment of new stations operated by full-time employees.” Dr. 
Reichelderfer in his letter further indicates that there is a need for 
such additional facilities established in something over a hundred 
other areas, and that this facility has a priority of 68 in the estab- 
lishment list. An on-the-ground review of the requirements of the 
area has been requested. 

The estimated cost of the Weather Bureau of maintaining and ep- 
erating a weather station on a 24-hour basis is $35.000 per year. Space 
for the facility would be available on a rental basis. 

I firmly believe that the expenditure of this relatively small amount 
is fully justified in protecting the property and lives of people in the 
area as well as those who come from all over the country im large 
numbers to visit the area, and to look after their business interests 
within the area. 

I urge that the committee make an appropriation for this purpose. 
T thank you for this opportunity to appear before you. 

Mr. Preston. Thank you very much, Mr. Thomson. 

Is there a request in this budget that affects particularly that area 
you are speaking about this morning? 

Mr. Trromson. Mr. Chairman, this is covered by a general re- 
quirement for funds. There would not be adequate funds to cover 
this, or some other 150 areas that are being considered for additional 
weather stations, in the budget as submitted to the Congress. 

Mr. Preston. Let me see if I understand you, now. 

As the budget is submitted there would not be adequate funds to 
cover this particular area ? 

Mr. Tuomson. This particular area or about 150 other areas that 
are similarly being studied by the Commerce Department with regard 
to the necessity for additional weather reporting services. 
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WORLAND ATRPORT WEATHER FACILITIES 


Mr. Presron. Is it a matter of installing facilities? Is there an 
airport located in that area ¢ 

Mr. Tromson. Yes, sir. 

Mr. Preston. Which airport / 

Mr. Tuomson. It would be at the Worland Airport, which is the 
one that submitted the brochure which 1 have with me, and which I 
would like to leave for the information of the committee. 

Mr. Preston. Does the airport have scheduled flights ? 

Mr. Tnomson. Yes, sir; there are scheduled flights by Frontier Air- 
lines twice a day into the airport at Worland, Coty, Greybull, Powell, 
and Riverton. 

Mr. Presron. Does it have a weather station of any kind at the 
present time / 

Mr. 'THomson. No, sir. 

Mr. Preston. Where does it get its weather information / 

Mr. Tromson. Out of Denver, Casper, Sheridan, and Billings. 
Denver is far to the south and Casper is a little south of the area, 
about 150 miles, and Sheridan is over the Big Horn Mountains to the 
east. Billings is north of the area. 

Mr. Preston. How far away is the nearest weather station / 

Mr. THomson. I would estimate about 125 to 150 miles. 

Mr. Preston. Pilots taking off from that airfield at Worland have 
to rely on weather reports from other places ? 

Mr. THomson. From other areas that do not have similar weather 
conditions. If they are flying, for instance, from Billings, they will 
come into Worland at night or during the day and find when they 
expect good weather conditions, other conditions preventing their 
landing, and they have to go back. 

On the other hand, very often the way will be open in there when 
it is closed at other places. 

Mr. Preston. Is there any military flying from this field 7 

Mr. THomson. There is very limited military flying. It would be 
only people dropping in, as shown by the brochure, which I am leaving 
with you. Representatives of oil companies all over the country have 
occasion to fly in there. There has been a uranium strike in the area, 
and there are two large sulfur plants at Worland and there is a lot. of 
flying in and out. I think it is estimated that there are about 700 
private flights a year coming in and out of there in addition to the 
scheduled fights. 

Mr. Presron. What is the population of Worland ? 

Mr. THomson. My recollection is that it is around 8,000 people. 


WEATHER BUREAU REQUIREMENTS 


Mr. Preston. I might make this observation: Generally throughout 
the United States the Weather Bureau does not maintain weather 
stations in communities of that size. It, naturally, has to be based 
upon the flight-traffic figure, and it would make it pretty difficult to 
provide the funds for all the communities of that size needing weather 
services. 
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We do know there is a problem here. Frequently, we find airports 
in small communities that have a great amount of traffic and private 
flying. 

Mr. THomson. The point there, Mr. Chairman, in connection with 
this, is that this facility, whether located at Worland or elsewhere 
within the basin, would service the entire area of Coty, the eastern 
entrance of the Yellowstone Park, Powell, Worland, Greybull, and 
Riverton; and all of them have airports and have activity on them. 

Mr. Preston. Well, we are glad to have you come in and express 
your views on this question. 

Are there any questions by the members of the committee 

Mr. Larrp. | want to commend Mr. Thomson for his fine statement, 
and I hope that he will supply the committee with a copy of the 
brochure which he was using in his testimony. 

Mr. THomson. Yes; I intend to leave it with you. 

Mr. Preston. Thank you very much, Mr. Thomson. 

Mr. THomson. Thank you, gentlemen. 


Monpay. Marcu 25, 1957. 


PANAMA CANAL 


WITNESS 


L. R. DILWEG, ATTORNEY, UNITED STATES CITIZENS’ ASSOCIATION, 
CANAL ZONE 


Mr. Preston. At this time we shall be pleased to hear from the Hon- 
orable L. R. Dilweg, a former Member of Congress, who wishes to 
discuss a matter in connection with the request of the Panama Canal. 


GENERAL STATEMENT 


Mr. Dirwec. Mr. Chairman, my name is LaVern R. Dilweg, and I 
represent the United States Citizens’ Association in Panama, which is 
a group of United States employees banded together to take care of 
their interests, so to speak, in legislative matters that might come up 
on the Hill. 

I do not want to be repetitious, but if there is any member here who 
did not hear my statement last year, | would be very happy to give it a 
quick runover at this time. 

Mr. Preston. In what connection? Ina general way ? 

Mr. Ditwee. No; my primary interest is the 25- percent differential 
that this committee fixes in regard to the wages of individual workers 
in the Canal Zone. I will refer to it quickly. 

When I appeared before this same committee 2 years ago, I outlined 
in some detail the employees’ problems and stressed the ‘need for full 
implementation of the recommendations in the Booz, Allen & Hamilton 
report. This management consulting firm made its report in 1953 on 
the subject of extra compensation for United States citizen employees 
of the Company/government. It was made under contract to the 
Panama Canal Company at the request of the Senate Appropriations 
Committee. I will confine my remarks to but one of the reeommenda- 
tions—that the 25 percent salary differential be retained. 
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Technically, employees in the Canal Zone do not receive either an 
overseas “allowance” or “differential” as those terms are now used. 
The law provides that they may be compensated at rates not more than 
25 percent above the rates paid for comparable United States positions. 
Their basic pay is, therefore, considered to include the 25 percent. 
This 25-percent differential is authorized for Company/government 
employees by title 1, sections 81 and 248, Canal Zone Code, as amended, 
by 50th United States Statutes at Large, page 487 (1937), and ar- 
ticle V, section 8, of Panama Canal Company bylaws. It is authorized 
for Defense Department employees by section 103 of the Civil Func- 
tions Appropriation Act (McCarran amendment). In both cases the 
language of the statute permits, but does not require, the President to 
set: rates in the Canal Zone which shall not exceed by more than 25 per- 
cent the rates for comparable positions in the United States. 

There is no legal requirement that the rates of pay be higher or even 
equal to those in the United States. The authorization in the Canal 
Zone Code is good until such time as Congress acts; that for the 
Defense Department must be renewed annually in the Civil Functions 
Appropriation Act. 

Cesleomuian legislation to place in force and effect the treaty agree- 


ment was submitted to Congress by the Bureau of the Budget on Fri- 
day last. What impact this legislation will have on the United States 
employee citizen cannot be determined at this time. 

| appear before you today to respectfully request your committee to 
take no restrictive or limiting action in regard to the 25-percent 
differential. 

I wish to call the attention of this committee to the present policy 


of the Canal Zone Government, which denies education to dependents 
of United States citizens where the “responsible parent” is not em- 
ployed by the Panama Canal Co. or Canal Zone Government. For 
example, the wife is an employee of the Canal Zone Government while 
the husband is employed in the Republic of Panama or the Canal 
Zone, either privately or by United States firms. Under the present 
policy these United States citizens must pay a tuition of $25 to $30 
per month, per child, if they wish to have their children attend the 
zone school. 

The school-tuition policy for United States citizens who work for 
agencies other than the company/government is governed by the 
provisions of section 105 of the Civil Functions Appropriations Act 
of 1955 which reads as follows: 

Amounts expended by the Canal Zone Government for furnishing education, 
and hospital and medical care to employees of agencies of the United States and 
their dependents, other than the Panama Canal Co. and Canal Zone Govern- 
ment, less amounts payable by such employees and their dependents hereafter 
shall notwithstanding any other provision of law, be fully reimbursable to the 
Canal Zone Government by such agencies. 

Although the scope of free education privileges for children of 
company/government employees is not dealt with in this act, neither 
is there any authority to support the company’s restrictive policy. 

I cannot believe that Congress intended to deny an education to 
the children of any United States company/government emplovee 
unless tuition is paid. This committee through directives has guided 
the policies of the company/government in the past in the matter of 





free kindergartens and home leave transportation. Appropriate lan- 
guage in the committee report. could correct this situation. May I 
suggest the following language: 

Where both parents are United States citizens and the child is a United States 
citizen, then either parent employed by the Government in the Canal Zone or 
Panama, would entitle the child or children to free schooling in grades kinder- 
garten through 12, and also give them the same tuition rate in junior college 
that is presently given children of male employees of the Government in the Canal 
Zone. 

I wish to thank the committee for extending the opportunity to 
testify. 

SALARY RATE DIFFERENTIAL 


Mr. Preston. Employees are now getting the 25-percent differen- 
tial ? 

Mr. Duawee. That is correct, sir. The only reason for bringing up 
that 25-percent differential is this: As you recall, some years ago in 
this particular committee—I have forgotten who offered the amend- 
ment—there was on attempt to reduce that to 10 percent, and of course 
that brought into being this organization to try to protect the interest 
of United States employees. 

Since that time, the committee has carried on at the 25-percent dif- 
ferential rate as it has in the past. 

Of course, you understand, Mr. Chairman, that the Governor could 
reduce that himself if he wanted to, or the President could. They do 
have a limitation, however. 

Mr. Preston. [t is permissive / 

Mr. Dirweec. That ts right, sir. 

Mr. Presron. Are there any questions of Mr. Dilweg, gentlemen? 

Mr. Yates. It is a pleasure to see you, Mr. Dilweg. 

Mr. Tuomas. [ have not seen him in a Jong time. It is nice to see 
himagain. You are always welcome, Mr. Dilweg. 


EDUCATION OF NATIVES AS TO AMERICAN CITIZENS 


Mr. Latrp. Mr. Chairman, what is the present limitation as far as 
education is concerned to the natives under the treaty of 1955? 

Is it not true that we are providing education for the natives in 
the zone at no cost to the natives / 

Mr. Ditwee. That is correct. Any native who works for the Canal 
Company is given—that is, his dependents are given—the privilege 
of free education in the Canal Zone. 

Mr. Lairp. The children are taken care of free now, regardless of 
the fact. that one or the other parent may work for some other local 
industry in the area? 

Mr. Ditwee. To the best of my knowledge that is correct. 

Mr, Lairp. But, the same does not apply. to the American citizens if 
either the wife or the—— 

Mr. Tromas. It is all free except for the kindergarten. 

Mr. Larrp. Well, not if a major portion of the parents’ income 
comes from sources other than the Canal Company; is that not true? 

Mr. Dirwee. The present policy—I want to correct any misunder- 
standing—is this: 
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In the first place, kindergarten is furnished free. That was changed 
last year. Secondly, at the present time if you are the responsible 
parent, mes ining the father, I expect, and you work for the Canal Zone 
Government or the Panama Canal Company, you get free education. 
If, on the other hand, the parent who works for the Canal Zone Gov- 
ernment happens to be the wife, you are denied free education and 
must pay a tuition up to $30 a month per child. 

Now, here is the situation that probably would justify what I 
request in my statement: Since this Panama Canal operation was 
placed under or was transferred to a corporate entity and made to pay 
its way, so to speak, many problems have arisen and one of which was 
this matter of education. At the same time, there was the necessity 
to insure changes and retrench at the request of Congress and the 
Governor at that time. However, the result was that many men who 
went down there as career employ ees were informed that their job 
status would be changed over to local recruitment wage and they 
would have to leave or xecept local wages. Well, im many instances 
the wife was working for the Gov ernment; that is, she had some ex- 
perience as a teacher, let us say, in the States, or she had some experi- 
ence sufficient to qualify for a job in the Canal Zone Government, and 
she worked. Well, when the husband lost his job, she continued to 
work, and the husband sought employment in Panama, if he could 
get it, or im the Canal Zone from United States firms. 

So, the individual situation has been changed not at his own voli- 
tion but because of a retrenchment program. In addition to that 
there will be more of that after the treaty is implemented because the 
hasie intent back of the treaty is to employ more Panamanians and 
fewer Americans where they can in particular positions in the zone. 

Mr. Latrp. The point I was trying to get clear in my own mind is 
this: What is the difference between the Panamanian child and the 
United States child as far as the parents’ employment is concerned ? 

Mr. Di.wec. There is no difference as far as I can determine. I do 
not know if the Governor has testified before your committee so far, 
but. that would be a good question to pose to the Governor. 

Mr. Larrp. But, as far as the employment of the parent is con- 
cerned, [ understand that under the treaty we have to supply educa- 
tional benefits to the Panamanian children in that area free. 

Mr. Dinwec. Yes, sir; we have in the past, too. 

Mr. Larrp. In other words, under the treaty our Government could 
pay the cost of the Panamanian child, but would not pay the cost of 
the United States child ? 

Mr. Dinwee. That is right, sir. 

Mr. Larrp. That is the pomt I was trying to get cleared up in my 
own mind, 

Mr. Ditwee. That is correct. There is a definite saving to the 
Panama Canal Company when they can employ, let us say, a wife of a 
present worker down there as a teacher. If they could not employ 
this partic ular lady for that job, they would have to seek a teacher 
in the States. which, of course. involves additional expenditures, but in 
an attempt to be realistic I just cannot believe that Congress intended 
to deny free education to United States employees where one or both 
worked for the Company-Government. 
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Mr. Preston. Why would not this be an appropriate question of 
the legislative committee rather than the Appropriations Committee? 

Mr. Ditwee. Well, because, Mr. Chairman, if the committee should 
see fit to consider this matter and to take action on it, there would be 
the necessity, I expect, to increase the appropriations for the Canal 
Zone Government. 

Mr. Preston. The language is subject to a point of order; is it not? 

Mr. Du.wee. I would not think so. I mean if money is appropriated 
by this committee and the language is included in the report similar 
to that which I suggested, I do not believe it would be subject to a 
point of order. 

Mr. Preston. You want the language in the report rather than in 
the bill ? 

Mr. Ditwee. That is right, sir. I do not think it is necessary to 
place it in the bill. In other words, if this committee determines that 
any employee of the Panama Canal Com any or the Canal Zone 
Government is entitled to have his or her child go to school in the zone 
on the basis of free education rather than paying tuition, that should 
answer it. 

Mr. Preston. If there are no further questions, we thank you very 
much, Mr. Dilweg, for your appearance here today. 

Mr. Dri.wee. Thank you, sir. 

Mr. Preston. I have received a letter from Mr. Robert E. Redding 
concerning the Civil Aeronautics Board which I offer for the record. 

(Letter is as follows :) 

BRADSHAW, SHEARIN, Reppine & THOMAS, 
Silver Spring, Md., March 29, 1957. 
Congressman PRINCE PRESTON, 


Chairman, Department of Commerce and Related Agencies Subcommittee, 
House Appropriations Committee, Washington, D. C. 


DeAR Mr. PRESTON: This letter relates to the relationship between the Civil 
Aeronautics Board budget for the fiscal year 1958 and the availability of Board 
decisions and related digests. 

Iam chairman of a subcommittee of the aviation law committee of the District 
of Columbia Bar Association and have during the last several years, appeared 
before the Appropriations Committees of the House and Senate in support of 
increased appropriations covering these matters. 

I am sure you can appreciate the value of having readily available current 
CAB decisions and accompanying digests, not only for counsel representing 
various segments of the aviation industry and interested civic parties, but also 
for the Board’s hearing examiners, agency counsel, opinion writing division, 
members’ offices, and the Federal courts. Unfortunately, however, there has 
been a substantial lag in the availability of these working tools for several years. 
At the present time, the latest volume of CAB decisions (vol. 15) includes deci- 
sions only through June 1952. Thus, we are almost 5 years behind in this 
respect. Although later volumes are in process, it is doubtful that they will 
become available before the end of the current fiscal year. 

The Board has requested $52,000 for fiseal 1958 which will enable it to finance 
the publication of additional volumes through volume 23, including decisions as 
late as March 1957. Even if such funds are appropriated and the physical job 
of publication is accomplished during fiscal 1958, there will still be more than a 
1-year time lag by the end of such period. 

Accordingly, your committee is urged. to approve this request for funds in 
order to facilitate a more current status in the availability of CAB decisions. 

Of equal importance is the availability of satisfactory digests of CAB decisions. 
No comprehensive integrated digest has ever been undertaken by the Board or 
any private concern. Furthermore, the vast bulk of Board decisions takes the 
form of mimeographed orders which are neither bound nor digested in the pub- 
lished CAB reports, but which carry the full force of precedent. 
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The Board has requested sufficient funds in fiscal year 1958 to permit the 
creation of a so-called Indexing Unit as a part of the Board’s staff. Such a unit 
could initiate a digest of Board decisions, interpretative letters issued to the 
industry, and the legislative history of the Civil Aeronauties Act. The avail- 
ability of such a digest would be of inestimable value to the members of the bar, 
as well as to the Board and the judiciary. 

Accordingly, your committee is urged to approve this request for funds to 
enable the Board to establish this long-overdue function. 

Very truly yours, 
RosBertT EB. REDDING, 
Chairman, 
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